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Outsourcing Alert: What’s New for
Social Security and Medicare

The federal tax guide for the employers of
Puerto Rico (Publication 179) has issued the
following changes for the taxable year 2017.

Social Security Tax 2017

The Social Security and Medicare tax rates ate
applicable to both employee and employer.
Social security rate remained the same as in
2016; new wage limit is $127,200.

The Medicare tax rate is 1.45% and it also did
not change for 2016. There is no wage base
limit for Medicare tax.

Social Security and Medicare taxes are
applicable to wages of household workers to
whom you pay $2,000 or more in cash or an
equivalent form of compensation. Social
Security and Medicare taxes apply to election
workers who are paid $1,800 or more in cash
or an equivalent form of compensation.

Qualified small business payroll tax
credit for increasing research
activities

For tax years beginning after December 31,
2015, a qualified small business may elect to
claim up to $250,000 of its credit for
increasing research activities as a payroll tax
credit against the employer’s share of social
security tax.

Reminders

In addition to withholding Medicare Tax at
1.45%, employers must withhold a 0.9%
Additional Medicare Tax from wages paid to
an employee in excess of $200,000 in a
calendar year. You are required to begin

withholding Additional Medicare Tax in the
pay period in which you pay wages in excess
of $200,000 to an employee and continue to
withhold it each pay period until the end of
the calendar year.

Severance payments are subject to social
security, Medicare and FUTA tax.

Link-IRS
https://www.irs.gov/pub/irs-

pdf/pl79.pdf

At Kevane Grant Thornton we provide our
clients with personalized attention,
valuable advice and recommendations,
tailored solutions and direct access to
technical experts to help clients resolve
issues and identify opportunities.
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Contact us

For assistance in this matter,
please contact us via
julio.villegas@pr.gt.com or
carmen.rojas@pr.gt.com

Adding true value means exceeding
our clients’ expectations, anticipating
their needs and being proactive and
innovative in the accounting
profession.

Through the Kevane Grant Thornton
business and tax application for
mobile devices you will have access
to our Alerts, Tax News and other
related matters, plus a customized tax
calendar for individuals, businesses
and other entities, thus providing an
excellent tool to manage filing and
payment due dates with government
agencies in Puerto Rico.

Download for free the application.
Available for iPhone, Motorola and all
tablets.
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