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 VSA, LP The information, general principles and conclusions presented in this report are subject to local, 
state and federal laws and regulations, court cases and any revisions of same. While every care has been 
taken in the preparation of this report, VSA, L.P. is not engaged in providing legal, accounting, financial or 
other professional services. This report should not be used as a substitute for the professional advice of an 
attorney, accountant, or other qualified professional. 

 

 
 

 

Generally speaking, the FICA tax, also known as the Social Security tax or as the Social Security and 
Medicare tax, is paid equally by an employer and employee.  Since a self-employed individual (sole proprietor 
or partner) is both employer and employee, the self-employed must pay the entire tax on their net earnings 
from self-employment.   

Higher-income taxpayers, however, are required to pay more into Medicare.  The basic Medicare Part A 
payroll tax is 2.9% of all wages, with the employee and the employer each paying 1.45%.  Effective January 1, 
2013, the Medicare Part A payroll tax on wages increased by 0.9% on wages over $200,000 for single taxpayers 
and over $250,000 for married taxpayers filing jointly. The increase applies only to the employee portion of 
the Medicare Part A payroll tax.  

Like the FICA tax, the self-employment tax is composed of two elements: 

1. OASDI -- The old age, survivor and disability portion of the tax is paid on net 
earnings from self-employment up to the maximum covered wage base for the 
year. 

2. HI -- The hospital insurance or Medicare portion of the tax is paid on all net 
earnings from self-employment, without limit. 

 
2020 OASDI (Social Security) Tax Rates 

 

Paid by: 2020 Tax Rate 2020 Covered Wage Base Maximum Tax 

Self-
Employed 
Individuals 

12.40% $137,700 $17,074.80 

 
2020 HI (Medicare) Tax Rates 

 

Paid by: 2020 Tax Rate 
2020 Covered Wage Base (net 

earnings from self-employment) 
Maximum Tax 

Single Self-
Employed 
Individuals 

2.90% 
plus 3.80% 

of the first $200,000 
over $200,000 

$5,800 
no maximum 

Married Self-
Employed 
Individuals 

2.90% 
plus 3.80% 

of the first $250,000  
over $250,000 

$7,250 
no maximum 

 


