Tax Tricks & Tips,

By Michele Knight, CPA

Perhaps one of the more overlooked tax forms is Schedule H: Household Employment Taxes.  Did you know that if you employ someone in your house to perform tasks such as cleaning, child care or driving, that you may be responsible for paying employment taxes?  Many people don’t, so read on if you feel this affects your household.
According to the IRS you have a household employee if you hired someone to do household work and that worker is your employee.  Unfortunately, that definition lacks clarification of what an employee is.  A worker is your employee if you can control not only what work is done, but how it is done, regardless of whether the work is full time, part time, or hired from an agency.
To illustrate this, consider two scenarios.  If you hire a baby-sitter to work in your house on weekdays and provide specific instructions about child care duties, as well as the pay equipment she needs to do her work, then she is an employee.  In scenario 2, if you hire a housekeeper to perform light cleaning, he sets his own houses and brings his own vacuum and cleaning supplies, then he is not a household employee.
Once you determine if you have a household employee, then you have to determine the types of taxes you owe.  If you pay cash wages of $1,400 or more, then you must withhold and pay social security and medicare taxes.  If you pay wages of $1,000 or more in any calendar quarter, then you must pay federal unemployment tax.  
If you owe any household employment taxes, you should file them on Schedule H of your 1040.  Failure to do so can result in penalties, so it is important that you use the criteria above to determine if your household helper is truly an employee.

Note:  The above advice is not meant to be comprehensive tax planning advice, and you should always consult a tax professional if you have any questions.  For additional information, copies of previous articles, or to submit questions for future columns, please visit www.cpamichele.com.
