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If you receive Social Security benefits, you may have been surprised to learn that a portion of those benefits can be subject to federal income tax. The
Internal Revenue Service (IRS) provides a specific tool to help you calculate exactly how much of your benefits are taxable: the Taxable Social
Security Worksheet. For the 2023 tax year, correctly completing this worksheet is essential for accurate filing and avoiding unexpected tax bills.
Whether you are a retiree, a disabled worker, or a survivor receiving benefits, understanding how this worksheet works empowers you to plan better
and keep more of your hard-earned money.

In this comprehensive guide, we will walk through the purpose of the Taxable Social Security Worksheet 2023, explain who must use it, break down
each line step by step, highlight important changes, and offer practical strategies to minimize the tax you pay on your benefits. By the end, you will
have a clear roadmap to navigate this often-confusing aspect of your tax return.

WHAT IS THE TAXABLE SOCIAL SECURITY WORKSHEET?

The Taxable Social Security Worksheet is an IRS tool used to determine the taxable portion of your Social Security benefits. It appears in the
instructions for Form 1040 (and Form 1040-SR) and is applied to the total benefits shown in Box 5 of Form SSA-1099. Not all benefits are
automatically tax-free; the amount that becomes taxable depends on your “combined income”—the sum of your adjusted gross income (AGlI),
nontaxable interest (such as from municipal bonds), and half of your Social Security benefits.

For the 2023 tax year, the worksheet uses the same basic formula that has been in place for decades. It calculates provisional income and then
applies the appropriate percentages. Up to 85% of your benefits may be subject to tax if your income exceeds certain thresholds. The worksheet
ensures you pay tax only on the portion the law requires, no more and no less.

WHO NEEDS TO USE THE TAXABLE SOCIAL SECURITY WORKSHEET 2023?

Not every Social Security recipient must fill out this worksheet. If your only income during the year was from Social Security and no other sources,
your benefits are generally not taxable. However, if you have additional income from a job, a business, a pension, investments, or any other source,
you may need to compute the taxable amount. Specifically, you must use the worksheet if:

* You file a federal tax return as an individual, head of household, qualifying surviving spouse, or married filing separately (and you lived apart
from your spouse for the entire year).
 Your total benefits (Box 5 of SSA-1099) plus any other income exceed the base thresholds that trigger taxation.

The thresholds for 2023 are unchanged from prior years:

* Single filers, head of household, or qualifying surviving spouse: If your combined income is between $25,000 and $34,000, up to 50%
of benefits may be taxable. Above $34,000, up to 85% may be taxable.

* Married filing jointly: Combined income between $32,000 and $44,000 triggers up to 50% taxable. Above $44,000, up to 85% may be
taxable.

* Married filing separately (lived apart all year): You use the single filer thresholds. If you lived with your spouse at any time during the
year, a special rule applies and you may need to use a different worksheet (or include up to 85% of benefits without a worksheet).

If your income is below these thresholds, none of your Social Security benefits are taxable, and you do not need the worksheet.

STEP-BY-STEP GUIDE TO FILLING OUT THE 2023 WORKSHEET

The Taxable Social Security Worksheet for 2023 consists of several numbered lines. Here is a breakdown of each step in plain language.

Line 1 - Enter total Social Security benefits

Begin by entering the amount from Box 5 of Form SSA-1099. This is the net benefits you received after any Medicare Part B premiums were
deducted. Do not use the gross amount shown elsewhere on the form.

Line 2 - Enter one-half of line 1

Simple arithmetic: divide the amount on line 1 by two. This is the first building block of your combined income.

Line 3 - Enter your adjusted gross income (AGl)

This is the amount from Line 11 of Form 1040 or Form 1040-SR. Include all income that is normally part of your AGI: wages, self-employment
income, interest, dividends, pension distributions, IRA distributions, etc. Do not include Social Security benefits themselves anywhere on this line.

Line 4 - Include tax-exempt interest

Enter any interest income from municipal bonds or other tax-exempt sources. This interest is added back because even though it is not subject to
income tax, it counts toward the provisional income calculation. If you have none, enter “0.”

Line 5 - Add lines 2, 3, and 4

This sum is your combined income (provisional income). It is the key number used to determine if and how much of your benefits are taxable.

Line 6 - Enter the base amount for your filing status

The base amount is the threshold at which benefits become taxable: $25,000 for single, head of household, or qualifying surviving spouse; $32,000
for married filing jointly; $0 for married filing separately (if you lived with your spouse at any time during the year). For that last status, you must use
a different worksheet or include up to 85% directly.

Line 7 - Subtract line 6 from line 5

If line 5 is less than or equal to line 6, enter zero and none of your benefits are taxable. If the result is positive, continue.

Line 8 - Enter the “first tier” income amount

For most filing statuses, this is a fixed amount. For single/head of household, it is $9,000 (the difference between $34,000 and $25,000). For married
filing jointly, it is $12,000 (the difference between $44,000 and $32,000). For married filing separately (if using the separate worksheet), the amount
is $0.

Lines 9 through 12

These steps compute the portion of benefits that is taxable at the 50% level. You compare line 7 and line 8 and enter the smaller of the two. Then you
take half of that amount (line 10) and enter it on line 11. If your combined income is in the first tier, this is the taxable amount. If it exceeds the first
tier, you move to the second tier calculation.

Lines 13 through 16 - Second tier (85% inclusion)

You subtract line 8 from line 7 to find the excess over the first tier. Then multiply that excess by 85% (0.85). Add that result to the amount from line
11 (the 50% portion). Finally, compare the total to 85% of your actual benefits (line 15) and enter the smaller of the two on line 16. This is your
taxable Social Security amount to report on Form 1040, Line 6b.

While the process may look complicated, the worksheet guides you through each arithmetic step. Many tax software programs and professional
preparers handle it automatically, but understanding it helps you verify that nothing was missed.

IMPORTANT CHANGES AND CONSIDERATIONS FOR 2023

The income thresholds for taxing Social Security benefits have not been updated for inflation since the 1980s. However, the cost-of-living
adjustment (COLA) for 2023 was 8.7%—one of the largest in decades. As a result, many retirees saw a significant increase in their monthly
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benefits. This increase can push more of your benefits into the taxable range, even if your other income remained unchanged.

For example, a married couple with combined income of $43,000 in 2022 might have had no taxable benefits. After the 2023 COLA, their combined
income could exceed the $44,000 threshold for married filing jointly, triggering tax on up to 85% of their benefits. This “bracket creep” is a growing
concern for retirees. The Taxable Social Security Worksheet 2023 automatically handles the increased benefits, but it is wise to plan for the potential
tax impact.

Additionally, note that the worksheet is designed for most taxpayers. Special situations—such as receiving a lump-sum payment for a prior year,
having a pension from a government job where you did not pay Social Security taxes, or being a nonresident alien—may require different worksheets
or calculations. The IRS instructions for Form 1040 include additional worksheets for these cases.

STRATEGIES TO MINIMIZE TAXES ON SOCIAL SECURITY BENEFITS

Because the formula for taxing benefits relies on your combined income, there are legitimate ways to reduce the taxable portion. Here are several
strategies to consider for 2023 and beyond.

Manage your adjusted gross income

Since AGI directly feeds into the provisional income calculation, lowering your AGI can reduce the tax. For instance, delay taking distributions from
traditional IRAs and 401(k)s until after age 73 when required minimum distributions begin. If you are already taking withdrawals, consider converting
some funds to a Roth IRA in lower-income years. Qualified Roth distributions do not count toward AGI and do not increase combined income.

Limit tax-exempt interest

While municipal bond interest is tax-free for regular income tax, it is included in the provisional income calculation. If you hold a significant amount of
such bonds, you might consider shifting some assets to growth-oriented investments or Roth accounts to avoid the effect on Social Security taxation.

Coordinate spousal benefits

Married couples can strategize by timing when each spouse claims benefits. Spreading income across both spouses may keep each in a lower tax
bracket. For example, if one spouse works part-time, the combined income might be lower than if both work full-time. Also, consider delaying Social
Security for the higher-earning spouse to maximize future benefits while lowering current combined income.

Use qualified charitable distributions (QCDs)

If you are age 70% or older, you can transfer up to $100,000 directly from your IRA to a qualified charity. This distribution counts toward your
required minimum distribution but is excluded from your AGI. Because it reduces your AGl, it can lower your combined income and potentially reduce
the taxable portion of your Social Security benefits.

Watch the timing of capital gains

Realizing large capital gains in a single year can push you into a higher provisional income bracket. Consider tax-loss harvesting or spreading gains
over multiple years. If you have appreciated stock, donating shares directly to charity can avoid the capital gains tax and lower your AGI.

COMMON MISTAKES AND HOW TO AVOID THEM

Filling out the Taxable Social Security Worksheet 2023 seems straightforward, but errors are common. Here are pitfalls to watch for.

* Using the wrong base amount. Ensure you use the threshold that matches your filing status. Married filing separately is especially tricky—if
you lived together, you must use a different worksheet.

¢ Forgetting to include tax-exempt interest. Even if you did not report it on your 1040, you must add it on line 4 of the worksheet.

e Miscomputing “one
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