MARYLAND MILITARY COALITION

Serving Veterans through Legislative Advocacy

March 1, 2023

The Honorable Guy Guzzone

Chair, Budget and Taxation Committee
3 West

Miller Senate Office Building
Annapolis, MD 21401

Subject: Request for FAVORABLE Report — SB 553 - Subtraction Modification for Military
Retirement Income (Keep Our Heroes Home Act)

Dear Chair Guzzone and distinguished members of the Budget and Taxation Committee:

On behalf of the members of the Maryland Military Coalition (MMC) and as its Legislative
Director, I write to recommend a FAVORABLE report by the Committee on SB 553,
Subtraction Modification for Military Retirement Income (Keep Our Heroes Home Act),
sponsored by President Bill Ferguson by request of Governor Moore and by Senator Michael A.
Jackson (District 27). This bill will, over the next two years, raise the amount of military
retirement income received by individuals that can be exempted from the Maryland income tax

regardless of age.

This bill will make Maryland more competitive with surrounding states by incentivizing military
retirees to remain here after retiring from active duty. The MMC strongly supports this bill for
the following reasons:

e Most military retirees range in age from their early 40s to early 50s, depending upon the
number of years of service. Many will work in civilian jobs for up to 25 years — second
careers with income that would be fully taxable. By retaining military retirees in the
state and increasing the exemption of their military retirement income, the state can gain
tax revenue from their civilian jobs, offsetting the cost of full exemption of military
retired pay.

e AsofJanuary 31, 2023, there were 51,835 military retirees in Maryland, receiving
approximately $1.968 billion in retirement income annually.! The number of military
retirees has declined by 985 since the end of 2019 (see Attachment 1) and by 421 since
the end of 2021. This bill, if passed and signed into law, will serve to help reverse this
trend.

! https://actuary.defense.gov/
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e For Tax Year 2023, three of the four states contiguous to Maryland either fully exempt
military retirement income with no age restriction (Pennsylvania, West Virginia) or
exempt more than Maryland (Virginia--$20,000 for 55 and older). Exempting $25,000 of
military retirement income this year, regardless of age, and $40,000 in Tax Year 2024
will exceed that of the Commonwealth of Virginia, making Maryland a more attractive
residency option for those retiring from active duty.

SB 553 is a positive step in the right direction, moving our state closer to the 38 other states that
currently fully exempt military retirement income from their state income tax (see Attachment
2). The MMC member organizations strongly support not only this legislation but also Governor
Moore’s aspirational goal of exempting 100 percent of military retirement income—sooner after
2024 rather than later—so that, as he stated, “Maryland should be no state’s farm team.”? >

The Maryland Military Coalition strongly supports SB 553 and asks for a FAVORABLE report
from the Budget and Taxation Committee. Raising the exemption of military retirement income
from the state income tax to $40,000 over the next two years, regardless of age, recognizes the
value of the contributions military retirees can and will make to this state’s future growth.

The Maryland Military Coalition is a registered non-profit, non-partisan advocacy organization
comprised of prominent Maryland-based veteran and military groups, representing over 150,000
service-connected individuals, including those currently serving, veterans, retirees and their
families, caregivers, and survivors.

We want to thank Governor Moore for his commitment to our veterans and to President
Ferguson and Senator Michael Jackson for sponsoring this legislation and their strong, support of
the uniformed services community in Maryland.

Respectfully,

daued

David L. Dragics
COL USA (Ret)
Legislative Director

Attachments (2)

2 https://governor.maryland.gov/press/pages/Governor—Wes—Moore—DeIivers-His—First—State-of—the—State—
Address.aspx#:~:text=AN NAPOLIS%2C%20MD%E2%80%94%20Today%2C%20Governo,to%20put%20them%20befo
re%20ourselves.

3 Maryland Needs to Create an Attractive Tax Environment for Military Retirees, Tom Jurkowsky, Capital Gazette,
February 7, 2023, https://www.capitalgazette.com/opinion/columns/ac-ce-tom-jurkowsky-military-retirees-
20230207-c7irntcfgrdbpl2c6zgunémxcu-story.html
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States thatdo NOT Tax
Military Retired Pay

Asof January 26,2023

Map Legend

e Green: Both military retired pay (MRP) and Survivor Benefit

Plan payments (SBP) are fully exempt from state taxation.
e Yellow: MRP and/or SBP receive partial exemption from state taxation.
e Red: Neither MRP nor SBP is exempt from state taxation.

Source: MOAA Communications; updated January 26,2023
Attachment 2



