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The Internal Revenue Service (IRS] issued the following changes for the taxable year

2021.
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Social Security Tax 2021
The social security tax rate is 6.2% each for employee and employer, unchanged from 2020.
The new social security wage limit is $142,800.

The Medicare tox rate is 1.45% each for the employee and employer, unchanged from 2020.
There is no wage base limit for Medicare tax.

Social security and Medicare taxes apply to the wages of household workers you pay $2,300
or more in cash or an equivalent form of compensation. Social security and Medicare taxes
apply to election workers who are paid $2,000 or more in cash or an equivalent form of
compensation in 2021.

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 wages subject to social security, Medicare and FUTA tax.

You must receive a written notice from the IRS to file the Form 944. If you have been filing
Forms 941, 941-SS or 941-PR; and believe your employment taxes for the calendar year will be
$1,000 or less, and you would like to file Form 9ult instead of Forms 941, you must contact the
IRS during the first calendar quarter of the tax year to request to file Form 944. For

additional information, see the instructions for Form 944.

Federal tax deposits must be made by electronic funds transfer (EFT).
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Contact our Outsourcing department should you need help
with this or any other accounting matter. 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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the material contained in this publication. It is intended for information purposes only and should not be
G ra nt I ho rnto n regarded as specific advice. In addition, advice from proper consultant should be obtained prior to taking
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