
The Social Security Administration recently announced
that the 2010 taxable earnings of FICA wages and self-
employment income will remain unchanged at $106,800.
Additionally, the total tax rates will remain unchanged.  The
maximum amount of taxable earnings that are subject to the
Social Security tax (at 6.2% for an employee and 12.4% for
a self-employed person) will remain at $106,800.

As in 2009, there is no limit on earnings subject to the
Medicare tax (at 1.45% for an employee and 2.9% for a self-
employed person).  In summary, the combined tax rate on
the first $106,800 of earnings will be 7.65% for employees
(plus a matching 7.65% by the employer) and a 15.3% self-
employment tax rate; however, self-employed individuals may
deduct one-half of their self-employment tax, resulting in an
effective rate of approximately 12%.

Nanny tax:
During 2009, if you paid a household employee $1,700

or more in cash wages in the calendar year, you may
withhold the employee's share (7.65%) of Social Security
from the household employee.

For 2010, the wage threshold
for household employers to withhold
these taxes will remain at $1,700.
Additionally, household employers are
required to pay Federal unemployment tax
if they pay total cash wages of $1,000
or more in any calendar quarter of the
current or preceding year to household
employees.

These taxes are paid to the IRS
along with your 2009 Federal
income tax return.  You also must
provide the employee with Form W-2 by
February 1, 2010 and to the IRS by March 1, 2010.

Note that the law still requires employers who live in New
York and pay wages of $500 or more in any calendar quarter
to file quarterly unemployment insurance returns.

Keep in mind that in New York, worker's compensation and
disability insurance also are required for a household employee
who is employed at least 40 hours per week by any one
employer.  Caution:  Other states have similar requirements.
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Who is considered 
a “household employee”?

Anyone who works in and around your
private residence:

• Nannies,
• Housekeepers/maids,
• Babysitters,
• Gardeners, and others.  

Who is NOT considered 
a “household employee”?

Anyone not considered your
employee, including:

• Repairmen, 
• Plumbers, and 
• Contractors.

Update: Social Security/Nanny Tax

For more information, contact Staff Accountant Ann Kaplan at 631-719-3259, AKaplan@hrrllp.com. 
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