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Social Security Wage Base for 2020 Announced

The Social Security Administration (SSA) recently announced that the 2020 Social Security
wage base will be $137,700, which is an increase of $4,800 from $132,900 in 2019.

There is no limit to the wages subject to the Medicare tax; therefore, all covered wages are still
subject to the 1.45% tax. As in 2019, wages paid in excess of $200,000 in 2020 will be subject to
an extra 0.9% Medicare tax withholding that will only be withheld from employees' wages, as
employers do not pay the extra tax.

The Federal Insurance Contributions Act (FICA) tax rate, which is the combined Social Security
tax rate of 6.2% and the Medicare tax rate of 1.45%, will be 7.65% for 2020 up to the Social
Security wage base. The maximum Social Security tax employees and employers will each pay
in 2020 is $8,537.40. This is an increase of $297.60 from $8,239.80 in 2019.

The Self Employment Contribution Act (SECA) social security wage base for self-employed
individuals in 2020 will also be $137,700. There is no limit on covered self-employment income
that will be subject to the Medicare tax. The self-employment tax rate will be 15.3% (combined
Social Security tax rate of 12.4% and Medicare tax rate of 2.9%) up to the Social Security wage
base. In 2020, the maximum Social Security tax for a self-employed individual will be
$17,074.80.

Remember, individuals employed by your organization who qualify to be treated as a minister
for income tax purposes must be treated as self-employed individuals for tax purposes. Thus
they can only participate in Social Security and Medicate under SECA. Organizations who
apply the FICA rules to ministers risk invalidating any housing allowance exemption the
minister may have been granted, making the entire amount of the allowance subject to federal
and state income tax.

For a copy of the SSA Fact Sheet, click on the link below:
https://www.ssa.gov/news/press/factsheets/colafacts2020.pdf

DISCLAIMER

This material is presented with the understanding that the author is providing basic information only and assumes
no liability whatsoever in connection with its use. Tax laws are constantly changing, are subject to differing
interpretations, and the facts and circumstances in any particular situation may not be the same as those presented
here. Therefore, we urge you to do additional research and make sure that you are fully informed and
knowledgeable before using the information contained herein.

To ensure compliance with Treasury Regulations (31 CFR Part 10, §10.35), we are required to inform you that any
tax advice contained in any correspondence or other communication from us is not intended or written by us to be
used, and cannot be used by you or anyone else, for the purpose of avoiding penalties imposed by the Internal
Revenue Code.
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