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There is a tax rule for employees who will earn over $200,000 in Medicare Wages for the year. Set up 

and AUC Cost Code to comply. 

 

From IRS Publication 15: 

 
Additional Medicare Tax withholding. In addition to withholding Medicare tax at 1.45%, you must 
withhold a 0.9% Additional Medicare Tax from wages you pay to an employee in excess of 
$200,000 in a calendar year. You’re 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. Additional Medicare Tax is only imposed on 
the employee. There is no employer share of Additional Medicare Tax. All wages that are subject to 
Medicare tax are subject to Additional Medicare Tax withholding if paid in excess of the $200,000 
withholding threshold. 

1. SETUP 

Copy the existing MEDI code to a new cost code – the example uses MEDIADD for the new code. 

Human Resources  Tables  Cost Code Table  MEDI  Copy This Code 

 
 

Using the copy this code button will make the settings for this Cost Code on the following tabs match the 
settings for the regular Medicare deduction. Please note the exceptions. 

1.1. General 

Use Method 3, use the same base bucket # as MEDI, set the Base Bucket % as .9, and the Annual to 

$200,000. 

 

https://www.irs.gov/pub/irs-pdf/p15.pdf


 
QUICK REFERENCE TOPIC:  Cost Codes 
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1.2. Accounting  

The Liability Account should be the same and no Expense Account should be filled in.  

 

1.3. Base Buckets  

No base buckets need to be filled in. 

 

1.4. Periods to Take  

Set the Periods to take to be the same as MEDI. 
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1.5. Tiers 

Set this deduction to be 100% payable by the employee. 

 

2. EMPLOYEE MAINTENANCE SCREEN 

Add this cost code to the employee’s deduction screen if they have the potential to have Medicare 

wages over $200,000. 

 
If an employee has over $200,000 in Medicare wages and did not have the extra 9% taken out during 

the year, then an adjustment can be made at the end of the year.  

 

Instructions can be found here:  

Human Resources Help Reference Library  HR–190 Medicare Adjustments 


