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HOUSE WOULD TERMINATE TOP
TIER TAX ON SOCIAL SECURITY
BENEFITS1

Social Security benefits are currently subject to
two tiers of taxation, on up to 50% or 85% of
benefits depending on the income of the recipient.
The 1983 Social Security Amendments imposed
taxes on up to half of Social Security benefits for
single retirees with "modified adjusted gross
income" (MAGI) over $25,000 and for couples
with MAGI over $32,000. Affected retirees must
add 50 cents in benefits to taxable income for
every dollar by which their MAGI exceeds these
thresholds until half of their benefits become
subject to tax. (MAGI includes all ordinary
adjusted gross income, plus half of Social Security
benefits, plus income from tax exempt bonds.) The
revenues from this tier of tax are dedicated to the
Social Security retirement trust fund.
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Endnotes
1. This paper was prepared at the request of the National Center for Policy Analysis.
2. Social Security’s normal retirement age will be 65 for people attaining age 62 in 2000 or earlier. It will rise 2
months a year for people reaching age 62 between 2001 and 2006; remain at 66 for people attaining age 62 from 2007
through 2016, rise another 2 months a year for people attaining age 62 between 2017 and 2022, and remain at age
67 for people reaching age 62 after 2022. As the normal retirement age rises, it will throw people age 65 and 66 back
under the test. A less severe earnings test — loss of $1 in benefits for every $3 in earnings over a higher threshold
($17,000 in 2000) — that used to be imposed on workers at or above the normal retirement age through age 69 was
repealed this spring. Previously, workers got to shift to the less severe test and higher threshold as of January 1 of
the calendar year in which they reached normal retirement age; under the new law, they are still allowed that easier
test for that first portion of the year in which they reach the normal retirement age.

Note: Nothing here is to be construed as necessarily reflecting the views of IRET or as an attempt to aid or hinder the passage of
any bill before the Congress.

