
Saving Taxes on Social Security Benefits 

If you have clients who currently receive Social Security retirement benefits, or 
soon will, you need to be aware of changes made to the law back in the '90s. 
That change makes part of the monthly S.S. benefit taxable IF the total income of 
the recipient is over certain levels (married filing jointly: $32,000 a year income 
makes 50% of S.S. benefits taxable, $44,000 a year makes 85% of S.S. benefits 
taxable). Interest earned on almost all investments, including CDs, is included in 
the income calculation, along with almost all other income (pension, salaries, 
50% of S.S. benefit, etc). Even if the interest is left alone in the CD or other 
account, it is included in the calculation of income. 

One exception to this rule is interest on annuities when left inside the annuity. If 
you want to be a hero, help your clients in this situation to move enough money 
from their current accounts to annuities, thereby keeping their total assets intact 
but lowering their includible income for this calculation. 

Example:  

Your clients have a current yearly income from all sources today, including CD 
interest, of $55,000. Let's say that current annual income is made up of the 
following: 

• $20,000 S.S. benefits 
• $30,000 Pension benefits 
• $5,000 Interest income (2% interest on $250,000 in CDs, etc) 

Only half of S.S. income is considered in the calculation to determine taxability 
(in this case, that would be $10,000). So, $10,000 + $30,000 + $5,000 = $45,000 
for calculation purposes.  

This would mean that $17,000 of their S.S. income is taxable (85% of the 
$20,000). In a 15% tax bracket, that equates to about $2,550 in taxes. 

If they move $100,000 of their CD money to deferred annuities, and leave the 
interest to accumulate, that interest would not be included in the income 
calculation. The result, their computed income is now $43,000 for S.S. purposes, 
making 50% of their S.S. benefits taxable instead of 85%. So $10,000 a year 
(50% of their $20,000 S.S. income) is taxed at 15%, resulting in $1,500 in taxes. 
You just saved them about $1,000 a year in income taxes, just by "moving 
some of their money to a different asset" (asset transfer concept). They still 
have $250,000 in total, conservative assets. If you can move enough money to 
annuities to get their income below $32,000 a year, you can eliminate all taxes 
on their S.S. benefits! 



Plus, money transferred to the annuity probably will be earning more than that 
2% CD! We have annuities that guarantee a minimum return of 3% a year for life! 

And, if clients are in the 27% tax bracket or higher, the impact is even greater! 
Don't miss this opportunity to be a big help to your clients. 

 

CALL YOUR RAM GROUP MARKETING REPRESENTATIVE FOR A COMPLETE 
POWERPOINT PRESENTATION & EXPLANATION ON THIS CONCEPT AND TO 

DISCUSS THESE CONCEPTS AND THEIR VARIATIONS 
800-686-4238  

 
 
***Important Note: The information in this section is only intended as a general overview and is 
not intended to provide tax advice. There may be carrier, product or state variations or there may 
have been changes in the tax law that may affect the information in this section. Please consult a 
tax-advisor for specific tax advice. Also, please consult RAM Group and the specific carrier for 
specific product and state variations. 


