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The 2009 cost-of-living adjustments to the dollar limitations for quali-
fied retirement plans and other items for the 2009 Tax Year, by both the
Internal Revenue Service and the Social Security Administration have
been updated. The increases/limitations in the qualified retirement plans
and social security taxable wage and rates will impact the amount that
can be contributed to a qualified retirement plan. Below is a recap of
the limits.

2009 Retirement Plan Cost of Living
Adjustments

February 2009

Plan Limit 2008 2009

Maximum Elective 401(k) and 401(b) Contribution $15,500 $16,500

Maximum Elective Deferral Catch-Up Contribution (for
age 50+) $5,000 $5,500

Maximum Elective SIMPLE Contribution $10,500 $11,500

Maximum Elective SIMPLE Catch-up Contribution (for
age 50+) $2,500 $2,500

Maximum Annual Benefit from Defined Benefit Pension
Plan $185,000 $195,000

Maximum Annual Addition to Defined Contribution
Account $46,000 $49,000

Highly Compensated Employee:
a. 5 percent owner, including relatives
b. Any employee, exceeding dollar amount in prior year
c. Top paid 20 percent group (if elected) exceeding

Yes
$105,000
$105,000

Yes
$110,000
$110,000

Maximum Annual Compensation Limit $230,000 $245,000
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Social Security Base and Rates:

2008 2009

Applicable to Each Employer and Employee

OASDI Percentage
OASDI Wage Base
Maximun OASDI Withholding Tax

6.2%
$102,000
$6,324

6.2%
$106,800
$6,622

Medicare Percentage
Medicare Wage Base
Maximun Medicare Tax

$1.45%
No limit
No limit

$1.45%
No limit
No limit

Self-Employment Tax

OASDI Percentage
OASDI Wage Base
Maximun OASDI Withholding Tax

12.4%
$102,000
$12,648

12.4%
$106,800
$13,243

Medicare Percentage
Medicare Wage Base
Maximun Medicare Tax

$2.9%
No limit
No limit

$2.9%
No limit
No limit

A self-employed individual continues to be allowed an income tax deduction for one-half of the
individual’s self-employment tax (both OASDI and Medicare portions).

Material Discussed in this Compensation & Benefits Alert is meant to provide general information and should not be acted on
without obtaining professional advice tailored to your firm’s individual needs.  The information in this Compensation & Benefits
Alert is for general guidance only and is not a substitute for professional advice. 

IRS CIRCULAR 230 DISCLOSURE: To ensure compliance with requirements imposed by the IRS, we inform you that any
U.S. tax advice contained in this communication (including any attachments) is not intended or written to be used, and can-
not be used, for the prupose of (i) avoiding penalties under the Internal Revenue Code or (ii) promoting, marketing or recom-
mending to another party any transaction or matter addressed herein.
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MFA – Moody, Famiglietti & Andronico, LLP
is a proactive CPA and consulting firm located
North of Boston with National and Global reach.
Founded in 1982, the firm is comprised of 13
partners and nearly 100 professionals whose
speed, precision, and commitment to client suc-
cess results in proven best value solutions that
offer the ideal combination of expertise, service
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In addition, MFA offers through affiliates com-
plementary solutions such as wealth advisory, val-
uations, business performance enhancement serv-
ices, IT consulting, fraud and forensic account-
ing, litigation support and professional staffing.


