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INTRODUCTION
This publication provides information on the Wisconsin tax treatment of income, deductions, and credits
available for military personnel and veterans. This publication does not discuss the federal income tax treatment
for military personnel and veterans, unless indicated otherwise. For additional information on the federal tax
treatment, the following publications are available from the Internal Revenue Service (IRS) by calling 1-800-8293676 or from the IRS website at irs.gov:

2.

•

Publication 3, Armed Forces' Tax Guide

•

Publication 907, Tax Highlights for Persons With Disabilities

FILING YOUR WISCONSIN RETURN
A. Filing Requirements
If you are a full-year legal resident of Wisconsin and under age 65, you must file a 2021 Wisconsin income
tax return if your filing status is:
•

Single and your gross income is $11,900 or more

•

Married filing jointly and your gross income was $22,130 or more

•

Married filing separately and your gross income was $10,550 or more

•

Head of household and your gross income was $15,170 or more

If you are a full-year legal resident of Wisconsin and 65 or older, you must file a 2021 Wisconsin income tax
return if your filing status is
•

Single and your gross income is $12,150 or more

•

Married filing jointly and your gross income was $22,380 or more (one spouse 65 or older) or $22,630
or more (both spouses 65 or older)

•

Married filing separately and your gross income was $10,800 or more

•

Head of household and your gross income was $15,420 or more

If you are a part-year resident of Wisconsin or a legal resident of another state, you must file a Wisconsin
income tax return if your gross income reportable to Wisconsin (including income eligible for a Wisconsin
subtraction) was $2,000 or more. See Form 1NPR instructions for more information.
B. Extensions
Federal extension
The regular due date for filing your income tax return is April 15 of the following year, or the federal due
date for filing your federal income tax return. If April 15 falls on a Saturday, Sunday, or legal holiday, the
due date is the next business day that is not a Saturday, Sunday, or legal holiday. For 2021 tax returns, the
due date is April 18, 2022. Any extension of time allowed under federal law for filing your federal income
tax return also applies for Wisconsin.
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Military or naval service outside the U.S. extension
If you are on duty in military or naval service outside the United States and Puerto Rico on April 15, you are
allowed an automatic two-month extension and an additional four-month extension of time to file your
federal return. To request the four-month extension, submit a copy of federal Form 4868, Application for
Automatic Extension of Time To File U.S. Individual Income Tax Return, with your Wisconsin return when it
is filed. If you qualify, enter "01" in the Special Conditions box located under the Tax District section on page
1 of Form 1 or page 1 of Form 1NPR.
Combat zone extension
In addition, extensions relating to serving in a combat zone are also available. If you qualify for this
extension, complete the Special Conditions box on Form 1 or Form 1NPR by entering "02" if you qualify
because of service in a combat zone or contingency operation.
This extension is available to a taxpayer who served in, or in support of, the armed forces in a combat zone.
For purposes of this extension, "combat zone" includes a qualified hazardous duty area. It is also available
to the qualifying individual’s spouse filing a separate tax return, for tax years beginning two years or less
after the last day the area qualifies as a combat zone. However, it is not available to the spouse for any
period the qualifying individual is hospitalized in the United States for injuries incurred in a combat zone.
The extension period for an extension related to combat zone service is the total of:
•

180 days after the later of the following:
o The last day a taxpayer is in a combat zone (or the last day the area qualifies as a combat zone)
o The last day of continuous qualifying hospitalization for injuries from service in the combat zone

•

The number of days in the filing period (until the original due date), or the number of days that were
left in the filing period when the taxpayer entered the combat zone

For additional extensions, see Wisconsin Publication 401, Extensions of Time to File.
Interest charges during extension period
You will be charged interest on any amount not paid by the regular due date. However, you will not be
charged interest during an extension period if one of the following applies:
•

You served in support of Operation Freedom's Sentinel in the United States

•

You qualify for a federal extension because of service in a combat zone

•

You qualify for a federal extension due to a federally-declared disaster or terroristic or military action

C. Residents
If you are a legal resident of Wisconsin who enters the armed forces, you remain a legal resident of
Wisconsin unless you take positive actions to abandon your Wisconsin residency and establish legal
residence in another state. See Part D. below for additional information.
As a Wisconsin legal resident, you cannot be taxed on your military pay by any other state. However, you
can be taxed by another state on income, other than military pay, earned from employment or property in
that state. You generally are allowed a credit on your Wisconsin return for tax paid to the other state.
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If you are married and your spouse is a legal resident of Wisconsin, your spouse is subject to Wisconsin
income tax the same as any other resident, regardless of where your spouse resides. For taxable years
beginning in 2018, a service member's spouse may elect to use the same residence as the service member
for purposes of taxation, regardless of the date on which the marriage of the spouse and the service member
occurred.
A legal resident of Wisconsin is a person who maintains their domicile in Wisconsin, whether physically
present in Wisconsin or residing outside the state. "Domicile" is a person’s true, fixed, and permanent home
where a person intends to remain permanently and indefinitely and to which, whenever absent, a person
has the intention of returning. It is often referred to as "permanent residence” or "legal residence." A person
may be physically present or residing in one locality but maintain a domicile in another. A person has only
one domicile at any point in time. Wisconsin residents in the armed forces are liable for Wisconsin income
taxes on their entire annual Wisconsin net taxable income, regardless of the income source, unless a specific
exclusion applies. If a Wisconsin resident is serving in the armed forces outside Wisconsin, including
overseas, the person is liable for Wisconsin income taxes on the entire annual Wisconsin net taxable income,
wherever earned, just as if the person was physically present in Wisconsin throughout the year.
Wisconsin residents must file on Form 1. For additional information on the taxation of income of residents,
see Part 3.A.(3).
D. Nonresidents and Part-Year Residents
If you are a legal resident of another state and are stationed in Wisconsin on military orders, you are not
subject to Wisconsin income tax on your military pay. However, you are subject to Wisconsin income tax on
the items listed in Part 3.A.(3).
A person can abandon their Wisconsin legal residence (domicile) and establish a legal residence in another
state. A Wisconsin legal resident (domiciliary) who enters the armed forces remains a Wisconsin legal
resident unless positive action is taken to abandon Wisconsin residency and establish legal residence in
another state. Changing legal residence requires all the following:
•

Physical presence in the new locality

•

An intent to remain there permanently or indefinitely

•

An intent to abandon the old legal residence

•

Actions which express intent may include, but are not limited to:
o

Changing legal documents, such as a will or insurance policies, to reflect the new legal residence

o

Changing home of record upon reenlistment

o

Registering to vote in the new locality

o

Paying state taxes in the new locality

o

Applying for a driver’s license in the new state of residence and relinquishing the Wisconsin driver’s
license

o

Registering a car in the new state of residence and relinquishing Wisconsin car registration

o

Purchasing a home in the new state of residence and selling a Wisconsin home

o

Consistently using the new permanent address on all appropriate records and correspondence

Moving from one duty station to another does not by itself constitute a change of legal residence. For
taxable years beginning in 2018, a service member's spouse may elect to use the same residence as the
Back to Table of Contents
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service member for purposes of taxation, regardless of the date on which the marriage of the spouse and
the service member occurred.
Persons claiming change of legal residence (domicile) from Wisconsin to another state should file a "Legal
Residence (Domicile) Questionnaire" form with the Wisconsin Department of Revenue. This form may be
found on page 61 of the 2021 Form 1NPR instructions.
Nonresidents and part-year residents must file on Form 1NPR, including married persons filing a joint
return if one of the spouses is a full-year Wisconsin resident. If married and not filing a joint return, and
your spouse was a part-year resident or nonresident of Wisconsin, the full-year resident must file on Form
1 and the spouse must file on Form 1NPR.
For additional information on the taxation of income of residents, see Part 3.A.(3).

3.

MILITARY PERSONNEL
This section covers the federal and Wisconsin tax treatment of income received by military personnel. Military
personnel include commissioned officers, warrant officers, and enlisted personnel in all regular and reserve
units under control of the Secretaries of the Defense, Army, Navy, and Air Force. This also includes the Coast
Guard, but not the U.S. Merchant Marine or the American Red Cross.
A. Military Pay
The following sections discuss the federal and Wisconsin treatment of the taxation of certain military pay.
Each section will identify whether Wisconsin follows the federal treatment.
(1) Items included in gross income
Federal treatment
Certain items must be included in federal adjusted gross income. Some of these items include:
•

Active duty pay

•

Career status pay

•

Reserve training pay

•

Hazardous duty pay

•

Training duty pay

•

Accrued leave pay

For more information on items which must be included in federal adjusted gross income, see page 8 of
federal Publication 3.
Wisconsin treatment
Wisconsin follows the federal treatment of military pay which must be included in federal adjusted gross
income. This income is also included in Wisconsin income, unless one of the subtractions in Part 3.B.
applies.
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(2) Items excluded from gross income
Federal treatment
Certain items may be excluded from federal adjusted gross income. Some of these items include:
•

Certain disability pension payments (see Part 4.B.)

•

Family allowances for certain educational expenses for dependents

•

Basic allowances for housing and subsistence

•

Combat pay
If you are an enlisted member, warrant officer, or commissioned warrant officer, all your combat
pay is excluded from your federal adjusted gross income for tax purposes.
If you are a commissioned officer (other than a commissioned warrant officer), there is a limit to
the amount of combat pay you can exclude. The amount of your exclusion is limited to the highest
rate of enlisted pay (plus imminent danger/hostile fire pay you received) for each month during any
part of which you served in a combat zone or were hospitalized as a result of your service there. For
2021, this amount is $9,109.50 per month ($8,884.50 highest enlisted salary + $225 imminent
danger pay).

•

Certain moving expenses
In general, employer reimbursements for qualified moving expenses are taxable. An exception is
available for members of the armed forces of the United States on active duty who move due to a
military order and the result of a permanent change in station. In addition, the subtraction from
federal income for unreimbursed moving expenses is only allowed for these same members of the
armed forces.

For more information on items which may be excluded from federal adjusted gross income, see page 9
of federal Publication 3.
Wisconsin treatment
Military pay that is exempt for federal tax purposes is also exempt for Wisconsin tax purposes.
(3) Military pay excluded under the Servicemembers Civil Relief Act
Federal and Wisconsin treatment
Under the federal Servicemembers Civil Relief Act (sec. 511 of Public Law 108-189), a Wisconsin resident
in the armed forces cannot be taxed on military pay by any other state. However, a Wisconsin resident
can be taxed as a nonresident by another state on income, other than military pay, earned from
employment or property in that state. In such a case, a tax credit would usually be allowed by Wisconsin.
For additional information on this credit, see Wisconsin Publication 125, Credit for Tax Paid to Another
State.
A legal resident of another state, who is stationed in Wisconsin on military orders, is not liable for
Wisconsin income taxes on military pay. The amount of wages should not be included in either the
federal column (Column A) or Wisconsin column (Column B) of Wisconsin Form 1NPR. However, this
person is liable for Wisconsin income taxes and must file a Wisconsin Form 1NPR if the total of the
following income is $2,000 or more:
Back to Table of Contents
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•

Income, other than military pay, from employment in Wisconsin

•

Income or loss from business conducted in Wisconsin

•

Income from real or tangible property located in Wisconsin

•

Wisconsin state lottery or a multi-jurisdictional lottery ticket purchased in Wisconsin

•

Wisconsin pari-mutuel wager winnings and purses

•

Winnings from a Native American casino or bingo hall located in Wisconsin

If your spouse is a legal resident of another state, they are not liable for Wisconsin income taxes on
income from personal services performed in Wisconsin if they are in Wisconsin solely to be with you
while you are in Wisconsin under military orders. See Form W-221, Nonresident Military Spouse
Withholding Exemption. While this amount is not taxable to Wisconsin, it must be included in the federal
column (Column A) of Form 1NPR.
If your spouse is a legal resident of another state, they are only liable for Wisconsin income taxes on:
•

Income from a business conducted in Wisconsin

•

Property located in Wisconsin

•

A Wisconsin state lottery or a multijurisdictional lottery ticket purchased in Wisconsin

•

Wisconsin pari-mutuel wager winnings and purses

•

Winnings from a Native American casino or bingo hall located in Wisconsin

Notes:
•

Even though the nonresident spouse’s personal service income (wages) may not be taxable to
Wisconsin, it may be taxable to the nonresident spouse’s state of legal residence

•

A service member's spouse may elect to use the same residence as the service member for purposes
of taxation, regardless of the date on which the marriage of the spouse and the service member
occurred

B. Military Pay Excluded from Wisconsin Income
This section covers Wisconsin subtractions from income. These subtractions do not apply for federal
purposes.
(1) Reserve or National Guard members active duty pay under sec. 71.05(6)(b)34., Wis. Stats.
Military pay received by certain members of the Reserves and National Guard may be exempt for
Wisconsin tax purposes. To qualify for the subtraction, the military pay must have been received from
the federal government after being called into active federal service under 10 USC 12302(a), 10 USC
12304, or 10 USC 12304b, or into special state service authorized by the federal Department of Defense
under 32 USC 502(f). The pay must have been for a period of time during which the Reserve or National
Guard member was on active duty. This active duty pay received after the active duty period ends is
still eligible for this subtraction.
Example: You are a member of the Reserves and were called into active duty under 10 USC 12304 from
April 1, 2021, through October 30, 2021. Your Leave and Earnings Statement (LES) and paycheck for the
8
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period of October 16 through October 30, 2021, were issued on November 5, 2021, after your active
duty period ended. You may subtract the military pay received for the period of April 1 through October
30, 2021. Even though the paycheck for the period of October 16 through October 30, 2021, was issued
while on inactive duty, the subtraction from income is allowed for pay earned during the period of active
duty, regardless of when received.
Caution: This subtraction does not apply to the following:
•

Military pay that members of the Reserves or National Guard receive during their weekend and
two-week annual training, or

•

A person serving on active duty or full-time duty in the active guard reserve (AGR) program.

If you qualify for this subtraction, report the amount of eligible military pay as a subtraction on Schedule
SB, line 18, if filing Form 1. If filing on Form 1NPR, do not include the amount of the eligible active duty
pay in column B of line 1.
(2) U.S. Armed Forces members active duty pay under sec. 71.05(6)(b)56., Wis. Stats.
If you were a member of the U.S. Armed Forces, you may subtract the amount of basic, special, and
incentive pay received from the federal government under 37 USC chapters 3 and 5 while on active
duty. Members should refer to their Leave and Earning Statements (LES) and military orders to
determine the pay eligible for the subtraction.
The subtraction is taken on line 19 of Schedule SB, if filing Form 1. If filing on Form 1NPR, do not include
the amount of the eligible military pay in column B of line 1.
Caution: Reserves or National Guard members subtracting their active duty pay under Part 3.B.(1) above
may not take an additional subtraction for the same pay described in this section.
(a) Active duty
"Active duty" means full-time duty as a uniformed service member in the active service of the U.S.
Armed Forces and includes full-time training duty, annual training duty, full-time National Guard
duty, and attendance, while in the active service, at a school designated as a federal military service
academy. Active duty does not include training while on inactive duty or attendance for training not
required by the U.S. Armed Forces.
(b) Eligible branches of the U.S. Armed Forces
Members of the U.S. Armed Forces under 26 USC 7701(a)(15) include regular and reserve
components of the uniformed services, including commissioned officers and enlisted personnel,
which are subject to the jurisdiction of:
o

Secretary of Defense

o

Secretary of the Air Force

o

Secretary of the Army

o

Coast Guard

o

Secretary of the Navy

(c) Eligible members
Pay received by members of the uniformed services of the U.S. Armed Forces while on active duty
that is eligible for the subtraction include the following:
Back to Table of Contents
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•

Members in the regular components of the uniformed services as described in Part 3.B.(2)(b)
above

•

Members in the reserve components under 37 USC 101(24), including:
o

Army Reserve

o

Coast Guard Reserve

o

Navy Reserve

o

Reserve Corps of the Public Health Service

o

Marine Corps Reserve

o

Army National Guard of the United States

o

Air Force Reserve

o

Air National Guard of the United States

•

Active guard reserve members (AGR)

•

Traditional guards members (traditional reservist (TR) or National Guard) for annual training,
including dual-status technicians if called to attend military school or annual training

•

Full-time national guard members (FTNG)

•

Members attending in-person or remote military schools when the member is in federal service
and on active-duty military orders

(d) Ineligible members
Pay received by members while not on active duty that is not eligible for the subtraction include:
•

Persons solely performing duties under civil service positions

•

Traditional guards members (traditional reservist (TR) or National Guard) for inactive duty
training (IDT) drill weekend training

•

Members attending military schools or correspondence courses while the member is not in
federal service on active duty

•

Dual-status technicians, unless called to attend military school or annual training or under active
duty orders

•

Individual Ready Reserves (IRR)

(e) Eligible pay
Active duty pay received by an eligible member of the U.S. Armed Forces, as described above, that
qualifies for the subtraction includes:
•

Basic pay received under 37 USC chapter 3

•

Special pay received under 37 USC chapter 5

•

Incentive pay received under 37 USC chapter 5

Example 1: You are a member of the Army Reserve and are called to active duty from January 1,
2021, through June 1, 2021. You receive basic pay under 37 USC chapter 3 for the whole year. You
may subtract any basic pay received from January 1, 2021, through June 1, 2021.
Example 2: You are a member of the Navy Reserve and called to active duty from March 1, 2021,
through August 15, 2021. During that time, you received basic pay under 37 USC chapter 3. Your
10
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LES statement and paycheck for the period August 1 through August 15, 2021, were issued on
August 22, 2021, after your active duty period ended. You may subtract the income received from
March 1, 2021, through August 15, 2021. However, you may not subtract the pay received on August
22 because the paycheck was issued while you were no longer on active duty orders.
Example 3: You are a member of the Air Force Reserve and are called to active duty from May 1,
2021, through September 30, 2021. You receive a paycheck on June 1, 2021, for the period May 1
through May 14, 2021, which qualifies for the subtraction because the pay is received while on
active duty orders. You receive $1,500 of basic pay under 37 USC chapter 3 and $150 of subsistence
allowance and $300 of basic allowance for housing under 37 USC chapter 7 for a total of $1,950
before deductions. Your LES statement shows a Thrift Savings Plan (TSP) contribution to a traditional
qualified retirement plan of $50 which reduced your taxable wages to $1,450. The amount of pay
eligible for the subtraction is the gross amount of basic pay less any pre-tax deductions shown on
your LES statement (i.e., the amount of taxable basic pay shown on the LES statement).
(3) Summary of both active duty pay subtractions
The chart below provides a summary of the two Wisconsin subtractions from income for Reserve or
National Guard and U.S. Armed Forces members explained above.

Military Member
Reserve or
National Guard
members under
(1) above
All U.S. Armed
Forces members
(including
Reserve or
National Guard
members) under
(2) above

Active Duty Pay
Earned and
Received While
on Active Duty
Orders

Active Duty Pay
Earned, but
Received After
Active Duty
Order End Date

Inactive Duty Pay
Earned, but
Received While
on Active Duty
Orders

Inactive Duty Pay
Earned and
Received While
on Inactive Duty

Subtraction
allowed

Subtraction
allowed

Subtraction NOT
allowed

Subtraction NOT
allowed

Subtraction
allowed

Subtraction NOT
allowed

Subtraction
allowed

Subtraction NOT
allowed

(4) Combat zone related death under sec. 71.05(6)(b)48. and 48m., Wis. Stats.
A Wisconsin subtraction from income is available for those filing a return for an individual who was on
active duty in the U.S. Armed Forces, who died in 2021 while on active duty, and the death occurred
while they were serving in a combat zone or as a result of wounds, disease, or injuries incurred while
serving in the combat zone.
The subtraction amount is equal to all income received by the individual during the year of death. The
certification made by the Department of Defense, DD Form 1300, Report of Casualty, must be included
with the return. For persons who died in 2021 as a result of service in a combat zone, the income
subtraction also applies for 2020 if the service member did not previously file a 2020 income tax return.
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MILITARY VETERANS
A. Retirement Payments Exempt From Wisconsin Income Tax
(1) Military and uniformed services retirement payments under sec. 71.05(1)(am) and (an), Wis. Stats.
All retirement payments received from the U.S. military retirement system, including payments from
the Survivor Benefit Plan, are exempt from Wisconsin income tax. These retirement payments are paid
from the Defense Finance and Accounting Service.
In addition, all payments received from the U.S. government that relate to service with the Coast Guard,
the commissioned corps of the National Oceanic and Atmospheric Administration, or the commissioned
corps of the Public Health Service are exempt from Wisconsin income tax.
To exclude these payments from Wisconsin income, subtract qualified payments on Schedule SB, line
13, if filing Form 1, or exclude these amounts from column B of line 10 on Form 1NPR. Your subtraction
cannot be more than the amount of such retirement payment that you included in your federal income.
(2) Federal retirement payments under sec. 71.05(1)(a), Wis. Stats.
If you received retirement payments from a federal retirement system, these amounts may be exempt
from Wisconsin income tax. Payments from a federal retirement system include the Civil Service
Retirement System and the Federal Employees' Retirement System, both of which are paid from the
U.S. Office of Personnel Management. However, this exclusion does not include payments from the
federal Thrift Savings Plan.
For these retirement payments to be exempt from Wisconsin income tax, you must meet one of the
following qualifications:
•

You were retired from the system before January 1, 1964

•

You were a member of the system as of December 31, 1963, retiring later and payments you
received are from an account established before 1964

•

You are receiving payments from the system as the beneficiary of an individual who met either
condition 1 or 2

Only payments based on qualified membership in the specified federal retirement system are exempt.
Any portion of your retirement payment based on membership in other retirement systems is taxable.
The following formula may be used to determine the exempt portion that you may subtract:
Years of creditable service
in an exempt plan
Total years of
creditable service

x

Payments
included
in federal Income

=

Portion of
payments
that are exempt

Note: If you received separate federal Forms 1099-R for the taxable and exempt portions of your
retirement payments, you may use that information instead of the formula.
Example 1: You served in the U.S. Army from 1960-1980. You began receiving a military retirement
benefit in 1980. In 1983 you began working for the U.S. Postal Service. You retired from the Postal Service
and elected to combine your 20 years of military service with your 19 years of service for the Postal
12
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Service. As a result, you receive a single retirement benefit from the federal Civil Service Retirement
System (CSRS), and you no longer receive a retirement benefit from the military retirement system.
Although your military retirement benefit qualifies for the exemption, the retirement benefit you
receive from your Postal Service employment does not because you were not a member of the CSRS as
of December 31, 1963. Only the portion of your retirement benefit that is attributable to your military
retirement benefit is exempt from Wisconsin income tax. Use the above formula to determine the
exempt portion of your retirement benefit.
Any payments from the federal retirement system that you receive as a result of having made additional
contributions for a tax-sheltered annuity do not qualify for the exemption.
Example 2: You are a federal employee and make contributions to a Thrift Savings Plan. The
contributions are matched to some extent by the government. All contributions to the Thrift Savings
Plan are made using before tax dollars. Distributions from the Thrift Savings Plan are tax-sheltered
annuity payments and are taxable by Wisconsin.
In order to exclude these eligible retirement payments from Wisconsin income, subtract the payments
on Schedule SB, line 15, if filing Form 1, or exclude these amounts from column B of line 10 on Form
1NPR. Your subtraction cannot be more than the amount of such retirement payment that you included
in your federal income.
(3) Retirement income exclusion under sec. 71.05(6)(b)54., Wis. Stats.
If you meet certain requirements, all or a portion of a distribution from a qualified retirement plan or
an individual retirement account (IRA) may be subtracted from Wisconsin income tax. The maximum
amount that is subtracted from income is $5,000. To qualify for the exclusion, you must meet all the
following conditions:
•

Are at least 65 years of age before the close of the taxable year

•

If single or head of household, federal adjusted gross income is less than $15,000

•

If married and filing a joint return, the couple’s federal adjusted gross income is less than $30,000

•

If married and filing a separate return, the sum of both spouses’ federal adjusted gross income is
less than $30,000

The $5,000 subtraction does not apply to retirement payments that are exempt under another provision
of law. See Part 4.A.(1) and (2) for information on exempt retirement payments.
The subtraction applies separately to each spouse. If both spouses qualify and have taxable income from
a qualified retirement plan or an IRA, up to $10,000 may be subtracted on a joint return. If you qualify
for the subtraction, complete the worksheet found in the Schedule SB or Form 1NPR instructions.
B. Federal Disability Payments
Federal treatment
If you retired on disability, you must include in income any disability pension you receive under a plan that
is paid for by your employer. Certain military and government disability pensions aren't taxable for federal
purposes. For more information, see federal Publication 907, Tax Highlights for Persons With Disabilities.
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Wisconsin treatment
Wisconsin follows the federal treatment of these disability pensions. That tax treatment is described below.
You may also qualify for the Wisconsin disability income exclusion as described in Part 4.C.(1).
(1) Service-connected disability payments
You may be able to exclude from income amounts you receive as a pension, annuity, or similar
allowance for personal injury or sickness resulting from active service in one of the following
government services:
•

The armed forces of any country

•

The National Oceanic and Atmospheric Administration

•

The Public Health Service

•

The Foreign Service

You may exclude these disability payments from your income if any of the following conditions apply:
•

You were entitled to receive a disability payment before September 25, 1975

•

You were a member of a listed government service or its reserve component, or were under a
binding written commitment to become a member, on September 24, 1975

•

You receive the disability payments for a combat-related injury that includes one of the following:

•

o

Results directly from armed conflict

o

Takes place while you're engaged in extra-hazardous service

o

Takes place under conditions simulating war, including training exercises or maneuvers

o

Is caused by an instrumentality of war

You would be entitled to receive disability compensation from the Department of Veterans Affairs
(VA) if you filed an application for it (only the portion you would be entitled to is excluded from
income)

(2) Years of service pension and service-connected disability payments
If you receive a pension based on years of service, and your pension qualifies for the exclusion for a
service-connected disability, don't include in income the portion that would have been received if the
pension had been based on a percentage of disability. If you retire from the U.S. Armed Forces and are
later given a retroactive service-connected disability rating by the VA, your retirement pay for the
retroactive period is excluded from income up to the amount of VA disability payments you would have
been entitled to receive.
If you receive a lump-sum disability severance payment and are later awarded VA disability payments,
exclude 100% of the severance payment from your income. Any lump-sum readjustment or other
nondisability severance payment you received on release from active duty is included in income.
(3) Terrorist or military action disability payments
Don't include in your income disability payments you receive for injuries resulting directly from a
terrorist or military action. However, you must include in your income any amounts received that you
14
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would have received in retirement had you not become disabled as a result of a terrorist or military
action. Disability payments you receive for injuries not incurred as a direct result of terrorist or military
action or for illnesses or diseases not resulting from an injury incurred as a direct result of terrorist or
military action may be excludable from income for other reasons. For more information, see federal
Publication 907, Tax Highlights for Persons With Disabilities.
C. Wisconsin Disability Income Exclusion under sec. 71.05(6)(b)4., Wis. Stats.
If you are retired on permanent and total disability and your disability income is taxable on your federal
income tax return, you may be able to exclude up to $5,200 of your disability income on your Wisconsin
income tax return.
To qualify, you must meet all the following conditions:
•

You were under age 65 on December 31, 2021

•

You did not reach mandatory retirement age before January 1, 2021, (the age when your employer’s
retirement program would have required you to retire)

•

You were permanently and totally disabled when you retired

•

You did not, in any year prior to 1984, choose to treat your disability income as a pension instead of
taking the exclusion

•

Your federal adjusted gross income is less than $20,200 ($25,400 if married and both spouses are
eligible)

•

If you were married at the end of 2021, you must file a joint return.

If you are a full-year resident of Wisconsin, claim the exclusion on line 23 of Schedule SB (Form 1). If you are
a part-year resident, claim the exclusion by filing on Form 1NPR and see the instructions for line 1 or line 10.
You must include Schedule 2440W, Disability Income Exclusion, with your return.
See Schedule 2440W for further information on the Wisconsin disability income exclusion.
D. Social Security Benefits under sec. 71.05(6)(b)21., Wis. Stats.
Social security benefits are not taxable by Wisconsin. Any amount included in federal income may be
subtracted for Wisconsin on line 4 of Schedule SB (Form 1). If filing Form 1NPR, these amounts are not
included in line 14, column B.
E. Medical Care Insurance Subtraction under secs. 71.05(6)(b)19., 35., 38., and 42., Wis. Stats.
You may be able to subtract all or a portion of the cost of your medical care insurance. "Medical care
insurance" means a medical care insurance policy that covers you, your spouse, and dependents and
provides surgical, medical, hospital, major medical, or other health service coverage (including dental
insurance). If you are receiving social security benefits, the amount paid for medical care insurance includes
the amount deducted from your monthly benefit for Medicare insurance (for example, Parts B and D).
Do not include premiums for medical care insurance if you elected to pay those premiums with tax-free
distributions from a retirement plan. In this case, the premiums would have been made directly to the
insurance provider by the retirement plan.

Back to Table of Contents

15

Wisconsin Tax Information for Military Personnel and Veterans

Publication 128

Do not include:
•

Medical care insurance premiums paid by your employer

•

Amounts paid by you through payroll deductions, unless the premiums are included as wages in box 1
of your Form W-2

•

Medical care insurance premiums that are deducted pre-tax.

Example: Do not include employer-provided medical care insurance identified on your Form W-2 in Box 12
with Code DD.
If you are a full-year resident of Wisconsin filing Form 1, subtract the amount on line 6 of Schedule SB. If you
are a nonresident or part-year resident filing Form 1NPR, subtract the amount on Schedule M, line 26.
F. Long-Term Care Insurance under sec. 71.05(6)(b)26., Wis. Stats.
If you paid long-term care insurance costs during the taxable year, you may be able to subtract all or a
portion of the cost of a long-term care insurance policy which covers you or your spouse.
"Long-term care insurance policy" means a disability insurance policy or certificate advertised, marketed,
offered, or designed primarily to provide coverage for care that is provided in your home or in an
institutional or community-based setting. The care must be convalescent or custodial care or care for a
chronic condition or terminal illness.
Do not include premiums for long-term care insurance if you elected to pay those premiums with tax-free
distributions from a retirement plan. In this case, the premiums would have been made directly to the
insurance provider by the retirement plan.
If you are a full-year resident of Wisconsin filing Form 1, subtract the amount on line 7 of Schedule SB. If you
are a nonresident or part-year resident filing Form 1NPR, subtract the amount on Schedule M, line 27.
G. Eligible Veterans and Surviving Spouses Property Tax Credit under sec. 71.07(6e), Wis. Stats.
An eligible veteran or eligible unremarried surviving spouse may claim the veterans and surviving spouses
property tax credit.
An "eligible veteran" means an individual who is certified by the Wisconsin Department of Veterans Affairs
as meeting all the following conditions:
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•

Served on active duty under honorable conditions in the U.S. Armed Forces or in forces incorporated in
the U.S. Armed Forces

•

Was a resident of Wisconsin at the time of entry into active service or who had been a resident of
Wisconsin for any consecutive 5-year period after entry into that active duty service

•

Is currently a resident of Wisconsin for purposes of receiving veterans benefits under ch. 45, Wis. Stats.

•

Has a service-connected disability rating of 100% under 38 USC 1114 or 1134 or a 100% disability rating
based on individual unemployability
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An "eligible unremarried surviving spouse" means an unremarried surviving spouse of an individual who
met all the following conditions:
•

Served on active duty in the U.S. Armed Forces or in forces incorporated as part of the U.S. Armed Forces
or in the National Guard or a reserve component of the U.S. Armed Forces

•

Was a resident of Wisconsin at the time of entry into active service or who had been a resident of
Wisconsin for any consecutive 5-year period after entry into that active duty service

•

Met one of the following conditions:
o

Died while on active duty and while a resident of Wisconsin

o

Was a resident of Wisconsin at the time of their death and had either a service-connected disability
rating of 100% under 38 USC 1114 or 1134 or a 100% disability rating based on individual
unemployability

o

In the case of an individual who served in the National Guard or a reserve component, while a
resident of Wisconsin died in the line of duty while on active or inactive duty for training purposes

o

Was a resident of Wisconsin at the time of their death and following the individual’s death, their
spouse began to receive, and continues to receive, dependency and indemnity compensation, as
defined in 38 USC 101(14)

The unremarried surviving spouse must also be certified by the Wisconsin Department of Veterans Affairs.
The credit is equal to the property taxes paid by the claimant during the year on the claimant’s principal
dwelling in Wisconsin. The credit is based on real and personal property taxes, exclusive of special
assessments, delinquent interest, and charges for service. The credit does not include any property taxes
that are properly includable as a trade or business expense.
"Principal dwelling" means any dwelling and the land surrounding it that is reasonably necessary for use of
the dwelling as a primary dwelling, but not more than one acre. It may include a part of a multidwelling or
multipurpose building and a part of the land upon which it is built that is used as the primary dwelling. For
additional information on claiming the credit, see the Form 1 or 1NPR instructions.
If you are a full-year resident of Wisconsin, claim the credit on line 30 of Form 1 . If you are a part-year
resident, claim the credit on line 63 of Form 1NPR. Nonresidents are not eligible for the credit.
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ADDITIONAL INFORMATION
If you have additional questions or need copies of tax forms, you may visit any Department of Revenue office
or:
Visit our website . . .

revenue.wi.gov

Email . . .

DORIncome@wisconsin.gov

Write . . .

Mail Stop 5-77
Wisconsin Department of Revenue
P.O. Box 8949
Madison, WI 53708-8949

Telephone . . .

(608) 266-2486

Applicable Laws and Rules
This document provides statements or interpretations of the following laws and regulations enacted as of March
4, 2022: ch. 71, Wis. Stats., secs. 61, 104, 112, 134, 217, 7508, and 7701, IRC, 10 USC chs. 12302 and 12304, 32
USC 502, 37 USC 101(24), 37 USC chs. 3 and 5, 38 USC chs. 101, 1114 and 1134, and 50 USC 4001.
Laws enacted and in effect after this date, new administrative rules, and court decisions may change the
interpretations in this document. Guidance issued prior to this date, that is contrary to the information in this
document is superseded by this document, according to sec. 73.16(2)(a), Wis. Stats.
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