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State Income Tax and Social Security Income



Taxation of Social Security (SS) Income by State
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http://taxfoundation.org/blog/monday-map-state-income-taxes-social-security-benefits

Federal Taxation of Social Security Income

* Modified Adjusted Gross Income: Six states tax the same amount of SS
income as the Federal Government

Exempt
interest &t
income

* MAGI determines how much SS
income can be taxed
* Less than $32K = 0%
e Between $32K and $44K = up to 50%
* Greater than $S44K = up to 85%

e Taxed at same rate as other income

Source: Internal Revenue Service and Social Security Administration



http://www.irs.gov/uac/Are-Your-Social-Security-Benefits-Taxable?
http://www.ssa.gov/planners/taxes.htm

Taxation of Social Security Benefits

4 States exempt SS income based
on AGI

* 2 states exempt some SS income
based on age

e Utah

» Taxes Social Security like any other
income

* Provides a tax credit based on age,
date of birth, and income

Source: Tax Foundation



http://taxfoundation.org/blog/monday-map-state-income-taxes-social-security-benefits

Utah Taxation of Social Security Benefits

Nonrefundable retirement tax credit for
taxpayers born before 1953:

* 65 and older
* Up to $450 (S900 if spouse qualifies)
e Subject to income phase out

e Under 65
* Must have “retirement income”

e Lesser of:
» 5288
* 6% of retirement income
* Subject to income phase out

* Phases out is 2.5 cents for each S1 above:
* 532,000 (joint and head of household)
« $25,000 (single)




Utah Taxation of Social Security Benefits

e |f born before 1953’ 3 Someone Born in 1953
- Eligible f
person may be eligible for Age
the retirement credit 2014 61 No
2015 62 No
* What about someone born 5016 63 NG
in 1953 (or after)? 2017 64 No
2018 65 No
2019 66 No
The I?c?rn before. 1953 oo o N
provision essentially 2021 68 No
2022 69 No

phases out the credit.

2023 70 No



Fiscal Impacts

Taxation of Social Security Income



Static Revenue Effect of 4 Options

Social Security Exempt from Income Tax: Four Options

Assumption

Social Security Exempt from Income Tax | No
Impact on Retirement tax credit or the Taxpayer
tax credit

-63,087,000

Social Security Exempt from Income Tax for >
25% of Income| Impact on Retirement tax credit
and Taxpayer tax credit

-49,594,000

Social Security Exempt from Income Tax for >
50% of Income| Impact on Retirement tax credit | -1,588,000
and Taxpayer tax credit

Social Security Exempt from Income Tax for >
75% of Income| Impact on Retirement tax credit | -40,000
and Taxpayer tax credit
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Static Revenue Effect

Source: LFA, Tax Commission



Over 65 and Social Security Tax
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