


































































































ENDNOTES

This report covers a five year period due to certain delays in determining the final levels of benefits in
AGI and final tax liability for calendar years 2005 and 2006. The IRS updated the systems and programs
used to determine the final levels and there were delays in transitioning to the new methods. While the
report covering 2005 and 2006 was in production, final levels of benefits in AGI and final tax liabilities
for calendar years 2007, 2008, and 2009 became available. Therefore the five calendar years have been
combined into one report.

The $4,500 and $6,000 amounts represent half the distance between the first and second provisional
income thresholds for single and joint filers, respectively ($25,000 and $34,000 for singles, $32,000 and
$44,000 for joints). The second provisional thresholds and the associated benefits-in-AGI inclusion rule
were enacted as part of OBRA 93 and apply to all calendar years beginning on or after January 1, 1994.
OBRA 93 also stipulated that the additional tax liability arising from those provisions be directed to the
FHI trust fund.

Liability estimates and the associated transfers are updated semi-annually (in December and May) to
conform with updates to the Administration’s macroeconomic forecast. All transfers are made using the
most recently created forecast.

In June 2008, the IRS provided OTA with preliminary totals of tax liability with and without the inclusion
of Social Security benefits for calendar year 2005. The April and June 2009 correcting adjustments were
made based on these totals. In September 2011, the IRS provided OTA with revised totals for calendar
year 2005. The second correcting adjustments made in October 2011 and January 2012 were based on
these totals.

A detailed description of the Individual Income Tax Model can be found in Cilke (1994).

OTA does not estimate the liability attributable to the receipt of FOASI and FDI benefits by non-resident
aliens. Prior to calendar year 1995, one-half of any Social Security benefit received by a non-resident
alien was subject to a 30 percent tax rate, and this amount was automatically withheld by the Social
Security Administration. For calendar years 1995 and after, the portion of benefits subject to withholding
is raised to 85 percent (P.L. 103-465).

Each month, the Social Security Administration sends a certification of the amount withheld to the
Treasury Department's Bureau of the Fiscal Service. The withheld amount is transferred to general
revenues and then back to the FOASI and FDI trust funds. Since the Social Security Administration has
information on the actual amounts withheld, OTA does not estimate these withheld amounts.

Similarly, the Railroad Retirement Board automatically withholds taxes on Railroad Social Security
Equivalent benefits received by non-resident aliens. However, a different procedure is used to transfer
these amounts to the SSEBA. OTA includes an estimate of the withheld amounts in its initial estimates of
transfers to the trust funds and subsequently verifies these estimates with the Railroad Retirement Board.

The tables in this report do not include FOASI or FDI benefits received by non-resident aliens or the taxes
attributable to these benefits. However, the tables do show the Railroad Social Security Equivalent
benefits received by non-resident aliens.

For example, as AGI increases, the amount of deductible medical, casualty and certain miscellaneous

expenses may change. Similarly, the increased income tax liability resulting from the inclusion of benefits
in AGI may enable some taxpayers to use tax credits that otherwise might not be usable in that year due to
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insufficient income tax liability.

The Form SSA-1099 records provided to the IRS distinguish between retirement and disability benefits,
even though the Form SSA-1099s sent to taxpayers do not include this information.

The April 1, 2012 and April 15, 2012 liability transfers both included adjustments for multiple prior
years because the adjustments for those years were determined over a short time span. The April 1,
2012 transfer included adjustments for CY 2007 and CY 2008. The April 15, 2012 transfer included
adjustments for CY 2006, CY 2007 and CY 2008.

The adjustments for Calendar Year 2005 liability were made in two steps. In June 2008, the IRS
provided OTA with preliminary totals of tax liability with and without the inclusion of Social Security
benefits for calendar year 2005. The estimated liability transfers for calendar year 2009 included these
correcting adjustments. In September 2011, the IRS provided OTA with revised totals for calendar year
2005. The estimated liability transfers for calendar year 2011 included these second correcting
adjustments. See also endnote 4 and the notes to Tables 2 and 3.
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