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For many retirees, Social Security benefits
are a key source of income. But what many
don't realize is that these benefits may be
subject to federal taxes, depending on how
much other income they have. If you're not
prepared, this could mean a smaller
retirement paycheck than expected.

Understanding how Social Security is taxed
is important because it affects how much
money you actually get to spend in
retirement. If you're still working or planning
your retirement withdrawals, smart tax
planning now can help you reduce taxes on
your benefits. This guide will walk you
through how Social Security taxation works
and what you can do to keep more of your
money.
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1. How Social Security Benefits Are Taxed

Whether your Social Security benefits are
taxed depends on your total income,
including:

« Your adjusted gross income (AGI) -
income from wages, pensions, and
other taxable sources

« Nontaxable interest — such as interest
from municipal bonds

. 950% of your Social Security benefits

If this total exceeds $25,000 for individuals
or $32,000 for married couples filing
jointly, you may owe taxes on a portion of
your benefits. The higher your income, the
greater the taxable amount—up to 85% of
your benefits.

If Social Security is your only source of
income, your benefits are typically not
taxed.

2. How to Reduce Social Security Taxes

« Manage Your Other Retirement Income
o Since withdrawals from 401(k)s,

IRAs, and other taxable accounts
increase your total income,
withdrawing less from these
accounts in a given year could help
reduce your Social Security tax
burden.




« Use Roth Accounts for Tax-Free While Social Security benefits can be an
Withdrawals essential part of your retirement income,
o Distributions from Roth IRAs and they may be subject to federal and, in
Roth 401(k)s do not count as some cases, state taxes. Understanding
taxable income. If you rely more on how these taxes work—and how your other
Roth withdrawals, you may keep income sources impact what you owe—
your income below the Social can help you plan ahead and keep more of
Security tax thresholds. your benefits.
» Delay Social Security Benefits By managing withdrawals from tax-
o By delaying Social Security, you deferred accounts, using Roth accounts
may be able to withdraw from strategically, or delaying Social Security
other accounts first at lower tax benefits, you may be able to reduce or
rates, which could reduce the avoid these taxes altogether. The best
taxable portion of your benefits approach depends on your unique financial
later. situation, so careful planning is key.

» Consider Qualified Charitable
Distributions (QCDs)

o If you're age 70% or older, donating
directly from your IRA to a charity
can reduce your taxable income,
potentially lowering the portion of
Social Security subject to tax.

3. Do States Tax Social Security Benefits?

Most states do not tax Social Security
benefits. However, some states do impose
taxes based on income levels. It's
important to check your state’s tax rules or
consult a professional to see if this applies
to you.
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