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Statement of Michael J. Zacchea LtCol USMC (ret) Feb 17, 2015

Ladies and Gentlemen of the General Assembly of the State of Connecticut,
tbank yvou for this chance to speak on behalf of the Connecticut Veterans
Chamber of Commerce in support of Senate Bill 520 AAC Concerning Military
Pay, to increase the tax exémption for military retirees living in our state,

to 100%.

I am a combat-wounded, medically retired, disabled veteran of five combat
operations and expeditions, over a career of more than 13 years on active
duty, and an additional 3 years in the reserves. The United States Congress
last authorized the award of the National Defense Service Medal under Title
32 578.23 for service starting on Sept 1lth, 2001!. For legal purpocses, the

Department of Veterans Affairs?, considers anyone who has served on active
P , Y ‘

duty since August 224, 1990 to be a Gulf War veteran. In short, for legal

purposes, our nation has been continucusly engaged in a war in the Middle

East since 1980,

According to the 2010 census, our state has more than 217,000 veterans?®.
According to the Small Business Administration publication Veteran-Owned
Businesses and their Cwners — Data from the Census Bureau’s Survey of

Business Owners?! published in 2012, our state has more than 31,000 full-

1 Title 32 National Defense 578.23 hito://www . gpo.gov/fdsys/pkg/CFR-2008-title32-vol3 /xml/CFR-2008 title32-
vol3-sec578-23.xml (a) Criteria. The National Defense Service Medal (NDSM) was established by Executive Order
10448, April 22, 1953, as amended by Executive Order 11265, January 11, 1966 and Executive Order 127786,
October 18, 1991. It is awarded for honorable active service for any period between June 27, 1950 and july 27,
1954, both dates inclusive; between January 1, 1951 and August 14, 1974, both dates inclusive; between August 2,
1990 and November 30, 1995, both dates inclusive; and from September 11, 2001 to a date to be determined.

2 hitp://www.benefits.va.gov/persona/veteran-gulfwar.asp “Maore than 650,000 Service members served in
Operation Desert Shield and Desert Storm from August 2, 1990 to July 31, 1991. For VA benefits éligibility
purposes, the Gulf War period is still in effect. This means that anyone who served on active duty from August 2,
1990, to present is considered a Gulf War Veteran. For example, the Veterans Pension benefit requires service
during a wartime period. Therefore, any Veteran who served on active military service for any period from August
2, 1990, to the present meets the wartime service requirement.”

® http://quickfacts.census.gov/gfd/states/09000. ntm!

4 Accessed at https://www.sha.gov/sites/default/.../393tot.pdf
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veteran-owned businesses, and more than 11,000 partially veteran-owned

businesses. CT veteran-owned businesses produce nearly $20 Billion of ocur
state’s gross preduct. Our state’s ratio of veteran-owned-businesses to
veterans is roughly 5.1:1 - one of the best ratios in the country.

There are approximately 21 million veterans in our country. CT accounts for
1% of the total. 0f the some_217,000 veterans in our state, approximately 13%
are from the greatest generation, those veterans who served in WW II and
Koreé. That is the highest percentage of that demegraphic in the nation.
Conversely, approximately 6% of veterans are Gulf War veterans, As we go
forward, those percentages will change as the Greatest CGeneration passes into
history. The most recent report from the Joint Econoﬁic Committee Economic
Snapshot: Connecticut Dec 2014 published in January 20155 indiecates that while
our state added 3,900 new jobs in December, veteran unenployment (7%)
continues to lag non-veteran unemployment (6.6%); and post-9/11 veteran
ﬁnemployment (9.4%) conﬁinues to lag both the total dT population

unemployment (6.4%) and the CT veterans population unemployment rates (7%) .

According te the Statistical Report on the Military Retirement System Fiscal
Year 2013%, there are 1,957,453 military retirees on the DoD roll, being paid
more than $54 billion pension annually. About 9% of total veterans are

receiving a pension from the DoD.

Among CT’s veterans, 12,454 are retired from the Department of Defensé, or
spouses of deceased military retirees; that is .63% of the total. Some 55% of
that number are age 65 or greater; eligible for Social Security and Medicare;
and may not be in the workforce. CT military retirees receive more than $20

million in annual pension payments, and approximately $4 million in tax

5 Accessed at htto://www.jec.senate.gov/public/index.cfm?p=StateBystateReport
§ Accessed at hitp://actuary.defense. gov/
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revenue for the state. Many of these retirees retired and stayed in CT beforae
the state began taxing income in 1991. As the number of military retirees in
our state declines, policy makers can expect to see reduced tax revenues for

the foreseeable future if present policy remains unchanged.
The following table is from the Office of the Actuary, Department of Defense

Report, on Military Retirees by Congressional District”:

$20,560

In Dec 2014, the Military Officers Association of America produced its annual
report State Report Card for Military Families, Veterans, and Retirees?. The

issue highlighted three states — Iowa, Massachusetts, and Virginia — for

7 Accessed at http://actuary.defense gov/ By way of explanation, the monthly amount of retired pay (x1000) is
before deductions for withholding taxes and aliotments, but after deductions for survivor benefits, waivers, or
offsets from the VA, The difference between the DoD total and the DoD receiving a pension is either reservists or
CT National Guard wha are under the age of 60. Disability compensation for DoD retirees comes from the
Department of Veterans affairs, and is federai and state-tax free. A total military pension, that is, taxable pension
income, is offset by the VA tax-exempt compensation. Survivor pay is paid to the widows of military retirees.

8 Accessed here http://www.moaa.org/statereport/




Statement of Michael J. Zacchea LtCol USMC (ret) Feb 17, 2015

goal of attracting and retaining military retireses in cur state, part of any
comprehensive military-friendly strategy'has to include business creation. As
we have seen earlier, CT is particularly fertile grounds for veterans to
start a business. However, the incentive to attract and retain retirees who
have a choice of states to start a business should include a full tax
exemption for military pénsions; otherwise the number of wofking—age military
retirees in our state to dwindle in the coming years. Even if our state’s
veterans continue to start businesses at the rafe of 1 out of 5, we face the
prospect of a smaller pool of veterans overall from which to draw veteran
business owners, in the absence of a strategy tc attract and retain military

retirees and veterans.

In conclusion, I truly believe that increasing the state’s tax exemption of
military pension’s to 100% will serve to keep our state economically
competitive and will be an important piece to articulating a comprehensive
military-friendly strategy for retirees leaving active service through 2031.
We believe an additicnal 3,000 or more veteran-owned businesses based in CT,
based on current VOB gross revenue rates, would more than make up for the $4

million in tax revenue the state would be giving up.

Finally, I offer this quote from George Washington to cur first governor,

Jonathan Trumbull, in a letter dated June 28th, 1781L:

“"Permit me Sir to add, that Policy alone in our Present Circumstances,
seem to demand that every Satisfaction which can reasonably be
requaested, should be given to those Veteran Troops‘who, ‘thro almost

every Distress, have been so long and so faithfully serving the States

r
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having a comprehensive “military-friendly” strategy. Fourteen states
currently exempt military pensions from state taxes, and another nine do net
tax income. In New England, Massachusetts does not tax military retirement
income and New Hampshire does not have an income tax. Of our larxrgest eccnomic
competitors in the no;theast United States, Massachusetts, New Jersey, New
York, and Pennsylvania do not tax military retirement income. Among the

states to most receﬁtly adopt this policy are Iowa, Missouri, and New Jersey.
In addition, the Offi§e of Legislative Research has published two recent
pertinent reports, 2014-R-0289 Military Retireﬁent Income and State Income
Tax® dated Dec 23¥¢, 2014; and 2014-R-0261 State Income Taxes on Pension and
Social Security Income'” dated Nov 7, 2014.

What has been missing from the discussion about increasing the tax exemption
for military retirees is the potential for veteran business creation. In the
next 5 years, through 2020, approximately 1.5 million combat veterans will
leave active service. In 2021, the first veterans who enlisted after 9/11
will be eligible for a 20-yr pension; in 2031 veterans will be eligible for a
30-yr pension. CT should account for 1% of the total, that is, some 15,000
veterans. If the rate of veteran-owned business start-ups remains constant,
we can hope for an additional 3,000 businesses to be started by this cohort

of returning veterans.

Statistically, CT underperforms in terms of retirees either coming to or
staying in our state, as less than 2/3 of 1% of all retirees live in CT,
versus 1% of all veterans living in CT. Given the competitive econcmic

landscape, CT suffers by comparison to MA, NJ, NY, NH, and PA. Aside from the

% Accessed here http://www cga.ct.gov/2014/rot/pdf/2014-R-0289. pdf
10 Accessed here htip://www.cga.ct.gov/2014/rpt/pdf/2014-R-0261 . pdf
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We believe increasing the tax exemption on military pensions to 100% is
eminently reasonable, an opportunity to attract and retain retirees and

crfeate social and econcomic value by growing our state’s economy.

Thank you.




