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The proposals to exempt Social Security income from state income tax will benefit those with
high incomes. And at a cost of at least $120 million, will mean less money for the programs
that matter most to our communities.

THE LOW-DOWN

LOW-INCOME SENIORS ARE ALREADY EXEMPT FROM STATE
INCOME TAX ON THEIR SOCIAL SECURITY INCOME

Half of all New Mexico’s seniors on low incomes — less
than $25,000 for individuals or $32,000 for couples —
already pay no income taxes on their Social Security
benefits. And the rest pay taxes on only a portion.’

For seniors with slightly higher incomes — $25,000-
$34,000 for individuals or $32,000-$44,000 for couples
— state taxes are only assessed on, at most, 50% of
their Social Security income.*

When determining what income threshold seniors
fall into, it’s important to note that only one-half
of Social Security income is counted. That means
seniors with
no other
income won'’t
actually

owe any
taxes until
their Social
Security
income
reaches
$50,000 for
an individual
and $64,000
for a couple.

Social Security income is already exempt from state
income tax for most low- and middle-income seniors
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*Whether a taxpayer ultimately owes income tax
will then depend on the taxpayer’s exemption and

$O = Amount these seniors will receive from a complete exemption
deductions before arriving at taxable income.



Main Beneficiaries of a Complete Exemption
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NEW MEXICO ALREADY HAS TAX BREAKS TARGETED TO
LOW-INCOME SENIORS

e A state tax exemption specifically for low-income
seniors is worth up to $8,000.

e Low-income seniors can take another exemption
worth $2,500.

e | ow-income seniors can claim extra exemptions,
which allows them to get a much bigger rebate
from the Low-Income Comprehensive Tax Rebate
(LICTR)

LOW-INCOME SENIORS ALSO GOT A BIG TAX BREAK DURING
THE 2021 LEGISLATIVE SESSION:

In 2021, lawmakers increased the amount of the
rebate for LICTR and expanded eligibility. Lawmakers:
e Tripled the amount of the rebate. The average
LICTR rebate increased to $195, returning up to
$48.8 million to New Mexicans with the lowest
incomes.
e LICTR eligibility increased to those earning
$36,000.
e Those changes benefit 56,000 current and newly
eligible seniors throughout our state.
e LICTR is now indexed to rise with inflation —
meaning it won’t lose its value over time like it had
since it was last updated more than 20 years ago.

LICTR is a much more effective way to help low-
income seniors.

€6 The Aging and Long-Term Services Department points out that seniors
with adjusted gross income levels less than two to three times the
poverty standard, do not pay taxes and will see no impact from this bill.* 99

SOCIAL SECURITY FAQs

e Social Security is a savings program for senior
citizens. While you’re working, deductions are made
from your paycheck and deposited into the Social
Security Trust Fund, which then earns interest.

e The size of your Social Security benefit depends on
how much you earned while you were working and
your age when you retired.

e These benefits include more than just the money you
paid into the Trust Fund while you worked. It also
includes payments made by your employers, which
matched the amounts you paid in, as well as interest

income earned on the payments made by both you
and your employers.

e Because people live longer now than they did when
the program began, most retirees receive far more in
benefits than they and their employers paid in.

e In 1983, the Reagan Administration determined that
85% of the benefits retirees received was income
that had never been taxed before. That means
the money you paid in is just 15% of your total
benefits — and that’s the only income you’ve
already paid taxes on.

e Supplemental Security Income (SSI) is already never
taxable.



PAIN POINTS

EXEMPTING ALL SOCIAL SECURITY INCOME FROM TAXES
WOULD BE VERY EXPENSIVE — COSTING AS MUCH AS $120
MILLION

Whenever we give tax breaks, we take in less money.
That means less money for the services and programs
that we all depend upon.

One of those programs is the Aging and Long-Term
Services Department, which helps our seniors with
many issues, including:

e Transportation

e Home-delivered meals

e Assisted living and long-term care facilities
e Independent living centers

e Medicare and Medicaid help

e Prescription drug assistance

e Legal services

The proposed tax cut will cost the state more than
twice the entire budget of the Aging and Long-Term
Services Department ($48.4 million).

¢ 6 You have only paid income
tax on 15% of the Social
Security benefits you receive. 9§ §




FINAL THOUGHTS

NEW MEXICO’S SENIORS ARE BETTER OFF FINANCIALLY
THAN MUCH OF THE POPULATION®

Despite the fact that many of our seniors are low-

income, as a group, they have a low poverty rate:

e The age group in New Mexico that has the highest
poverty rate is young children (ages 0-5 years), who
have a poverty rate of 29%.

e Following closely are all children (ages 0-18 years),
with a poverty rate of 25%.

e Seniors have the lowest poverty rate of all age
groups at 14%.

New Mexico Poverty Rates by New Mexico’s Population Change by
Age Group (2019) Age Group (2010-2019)

. o Under 18 years
29% of young children live in poverty

18-24 years
25% of all children live in poverty

18% of the total population

lives in poverty 45-64 years

14% of seniors live in
poverty
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13 STATES, D.C., AND THE FEDERAL GOVERNMENT TAX SOME
SOCIAL SECURITY INCOME

e Like most states, New Mexico’s income tax law
follows federal income tax law except, in this case,
we exempt a much larger share of Social Security
income from taxes.

e 12 other states tax Social Security income:
Colorado, Connecticut, Kansas, Minnesota,
Missouri, Montana, Nebraska, North Dakota, Rhode
Island, Vermont, Utah, and West Virginia.
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