
 

Sagemark Consulting 
 

 

 

 

SOCIAL SECURITY TAXES: 

 

THINGS TO CONSIDER 

 
 

Most people who work for a living worry about income taxes. I help my 

clients manage their income taxes all the time.  However, the federal 

government imposes a sizable companion tax on earned income.  It’s the 

Federal Insurance Contributions Act (FICA) tax. 

 

Unlike the income tax, which is a graduated tax that rises based on taxable 

income, the FICA tax is actually regressive—it hits low income taxpayers 

harder than those with higher wages.  And for those who are seeking to 

minimize the effects of FICA taxes, fewer effective strategies are available. 

 

The FICA tax is intended to be used by the federal government to pay for 

Social Security benefits and Medicare.  Social Security benefits include 

programs for old age, survivors and disability insurance (OASDI).  Medicare 

provides hospital insurance benefits for those who are disabled and for those 

older than 65.  
 

For an employee, the employer is obligated to collect the employee’s portion 

of FICA taxes from the employee’s paycheck and turn over the money to the 

federal government.  The employer is also obligated to pay its portion of 

FICA, which is also based on the employee’s wages. 

 

FICA rules require an employer to withhold three separate taxes from 

the wages paid to employees, depending on how much they earn. The rates in 

2013 are 

 

1. 6.2 percent Social Security (OASDI) tax 

2. 1.45 percent regular Medicare tax 

3. Beginning in 2013, a 0.9 percent Medicare surtax on high wage 

earners. 

 

 

Private Wealth 

Financial Partners 
is an affiliate of 

Sagemark Consulting 
 

…we help define your future! 

 

www.pwfpartners.com 

 

 

 

Contact Details 
 

Duncan Eng 
2105 S. Bascom Avenue 
Suite 300 
Campbell, CA 95008 
(O): 408.879.4217 
(F): 408.559.1620 
 
Duncan.Eng@LFG.com 
 
 

 

 
Edward C. Rusnak 
3000 Executive Parkway 
Suite 400 
P.O. Box 5154 
San Ramon, CA 94583 
(O): 925.659.0372 
(F): 925.275.0999 
 
Edward.Rusnak@LFG.com 
 
 

 
 
 
Jeff Gustafson 
2105 S. Bascom Avenue 
Suite 300 
Campbell, CA 95008 
(O): 408.879.4224 
(F): 408.559.1620 
 
Jeff.Gustafson@LFG.com 

 

http://www.pwfpartners.com/
mailto:Duncan.Eng@LFG.com
mailto:Edward.Rusnak@LFG.com
mailto:Jeff.Gustafson@LFG.com


 
 

The law also requires an employer to contribute to two of those taxes. 

 

1. 6.2 percent Social Security tax (OASDI) 

2. 1.45 percent regular Medicare tax 

 

For those who earn up to $113,700, the total amount of FICA tax collected is 

15.3 percent of wages—7.65 percent OASDI plus Medicare for the employee, 

and a matching amount paid by the employer.  People who pay themselves 

from their own businesses pay the whole 15.3 percent themselves. 

  

Not everyone can avoid the impact of FICA taxes.  However, I’d like to visit 

with you and your tax professional to see if any of the following strategies 

may be right for you: 

 

1. Reduce wages that are subject to FICA. 

 

2. Aggregate income into certain years to take advantage of FICA’s 

regressive rate structure. 

 

3. For business owners, consider using a C corporation structure to 

re-position income so that it is not subject to FICA. 

 

While FICA is intended to pay for certain benefits, FICA taxes also impose a 

substantial burden on people who work for a living.  Please let me visit with 

you to help calculate the effect FICA imposes on your financial security, and 

to see if any FICA-reducing techniques are right for you. 

 

 

 

AS ALWAYS, PLEASE FEEL FREE TO CALL TO DISCUSS THESE OR 

OTHER FINANCIAL SECURITY ISSUES OF CONCERN. 

 

 
Any discussion pertaining to taxes in this communication (including 

attachments) may be part of a promotion or marketing effort. As provided for in 

government regulations, advice (if any) related to federal taxes that is contained 

in this communication (including attachments) is not intended or written to be 

used, and cannot be used, for the purpose of avoiding penalties under the 

Internal Revenue code. Individuals should seek advice based on their own 

particular circumstances from an independent tax advisor. 
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