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Senior Ci zens Tax Causes a Tax Bubble:  You can see in Figure 1 what effect the “Senior Ci zens Tax” has on 

re rees. The graph compares a re red employee receiving Social Security Benefits and paying the “Senior Ci zen Tax” 

to the same re red employee with the “Senior Ci zen Tax” repealed.   In the example; marginal rates are calculated by 

increasing part  me employment income by $1,000 increments and comparing increased taxes to increased income.  For 

example a $1,000 increase in wages can cause a $1,850 increase in taxable income because the amount of Taxable So-

cial Security Benefits is added to the taxable income on the 1040 IRS Tax Form.  See a ached IRS 1040 Form line 20a & 

20b. 

 

Compounding Creates the Tax Bubble:  Re rees receiving Social Security Benefits have their taxable income com-

pounded when income increases.  For example: When a married couple receives $21,000 Taxable Pension payments 

plus $32,184 Social Security Benefits (based on $1,341, the average monthly Social Security Benefit)  they needed more 

income so they both con nued working part- me. In the sample calcula on used in Figure 1 a series of calcula ons 

were made based on $1,000 increments of part- me income (part  me jobs for husband & wife), then increased in-

come is compared to increased taxes.   When their part- me income reached $32,100, their taxable Social Security 

compounded taxable income by  $27,356, which is 85% of the $32,184 total Social Security Benefits, see Figure 1 

“Taxable Social Security”.  The Gross Income compounded by $27,356 from $56,100 to $83,456 (Line 5 of Table 1). The 

compounding causes total marginal tax rates to 43%.   You can check to see if you are paying this tax, by checking Line 

20b of your IRS 1040 Form.  If you have a value over “0”,  you are in a “Senior Ci zen Tax Bubble” caused by com-

pounding of the amount of Taxable Income.  
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Jurisdictional Marginal Tax Rates: 
See Figure 2:  it shows Marginal (MN 

State Tax and Federal Tax Rates) plus the 

combined rates.  Note that maximum 

MN State Rate is 13%; Federal Tax Rate 

is 30% for a combined total of 43%.  

When taxable Social Security reaches 

85% of total Social Security Benefits, the 

“Tax Bubble” stops.  Even though the 

Marginal Tax Rate goes down to the Tax 

Bracket rates, the Bubble caused a total 

increase of  $4,796 including Federal and 

MN State Taxes. 

Senior Ci zen Tax Causes $4,796 

 Increase in Taxes:  Figure 3 shows a comparison 

between re rees receiving Social Security Benefits 

with the tax repealed, to the same re rees paying 

the “Senior Ci zen Tax.”  The graph represents a re-

red married couple receiving $32,184 Social Securi-

ty Benefits (based on $1,341, the average monthly 

Social Security Benefit); $21,000 Taxable Pension 

plus they con nued working and earned an addi on-

al $32,100 income and filed taxes jointly.  Bar 1 rep-

resents taxes paid with the “Senior Ci zen Tax” re-

pealed.  Bar 2 represents the total taxes paid includ-

ing the “Senior Ci zen Tax” under exis ng laws.  

A er re rement the couple con nued working part-

me at a Social Security paying employer and paid 

Social Security Payroll Taxes.  See Table 1 Note the 

extra tax amounts (Senior Ci zen Social Security Tax 

= $720; Senior Ci zen Medicare Tax = $2,563) total-

ing  $3,231.   Total Income Taxes including MN State 

taxes of $3,231 amounted to $9,985, compared to 

$5,188 if the tax was repealed; the exis ng laws (Line 

20b of the Federal IRS Form 1040) caused a 92.5% 

increase in income taxes.  In addi on the couple 

paid  $2,685 in (FICA Payroll taxes) based on 

$32,100 part- me wages, totaling $12,670. 
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“Remember” 

“A fine is a tax for doing wrong” 

“And” 

“A tax is a fine for doing well” 

“And” 

“A Senior Ci zen Tax is nonsense” 

                 

      Table 1 - Sample Tax Calcula on Data - 1 - - 2 -   

       Re red Re red   

       Senior Ci zen Paying   

       TAX Senior Ci zen   

   # Descrip on Repealed TAX   

  1 (7) Wages, salaries, ps, etc.  $35,100 $35,100   

  2 (16b) Taxable Pension Income $21,000 $21,000   

  3 (20a)Total Social Security Benefits $32,184 $32,184   

  4 (20b) Taxable Social Security   $27,356   

  5 (38) Gross Income $56,100 $83,456   

  6 40a Schedule A Deduc ons $7,300 $7,300   

  7 (40b) Standard Deduc on $24,000 $24,000   

  8 40 Standard or Itemized deduc ons $24,000 $24,000   

  9 (42) Exemp ons  ($4,000 per person) $0 $0   

  10 (43) Taxable Income $32,100 $59,456   

  11 (44) Federal Income Tax (Excluding Senior ci zen Tax) $3,471 $3,471   

  12 Fed. Social Security Tax Via Senior Ci zen Tax   $720   

  13 Fed Medicare Tax Via Senior Ci zen Tax    $2,563   

  14      Sub-Total Senior Ci zen Tax    $3,283   

  15 (44) Federal Income Tax (including Senior Ci zen Tax) $3,471 $6,754   

  16 Minnesota State Tax $1,717 $3,231   

  17 Total Income Taxes (including Federal & MN State) $5,188 $9,985   

  18 Fed Social Security Tax on Wages ($32,100) $2,176 $2,176   

  19 Fed Medicare Tax on Wages ($32,100) $509 $509   

  20      Sub-Total Fed Payroll Tax on Wages $2,685 $2,685   

  21 Total Taxes (Income Plus Payroll) $7,874 $12,670   

             

   Based on 2018 Federal and Minnesota tax rates - Married Filing Jointly    
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