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TAX IMPLICATIONS
RALPH LEVY, JR.

Recent IRS Internal Directive 
Is a Reminder of Tax Reporting 
Obligations for Payments 
by Health Care Providers to 
Independent Contractors

Providers Must Adopt, Implement, and Comply 
with Internal Policies and Procedures to Assure 
Compliance

A recently issued Chief Counsel Advice (CCA) serves 
as a reminder to health care providers of the tax 
reporting requirements for payments to indepen-

dent contractors. Any taxpayer (whether tax-exempt or 
“for profi t”) that makes payments of $600.00 or more in 
the course of its business must report these payments to 
the Internal Revenue Service (IRS) and also must issue 
a tax reporting statement (Form 1099) to the recipient of 
these payments. However, these reporting requirements 
(imposed by Section 6041 of the Internal Revenue Code) 
do not apply to payments to corporations. Thus, pay-
ments to individuals and to entity payees that are taxed 
as partnerships (such as limited liability companies) are 
subject to these reporting requirements.

In Chief Counsel Advice 201447025 (issued November 
21, 2014), the IRS concluded that payments made to a 
limited liability company (LLC) are subject to the tax 
reporting requirement unless the payor has information 
to the effect that the LLC has elected to be taxed as a 
corporation by fi ling Form 8832 (Entity Classifi cation 
Election) in a timely manner with the IRS. See Reg. 
§ 301.7701-3(c). (Under the Internal Revenue Code 
(IRC), LLCs can elect to be taxed as corporations by fi l-
ing this form.)

Although this CCA applies to payments to LLCs of all 
types, it serves as a reminder to health care providers to 
adopt, implement, and comply with internal policies and 
procedures to assure compliance with the tax reporting 
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requirements for payments. These proce-
dures should include the following items:
 1. transmit Form W-9s to each person 

(business, fi rm, or individual) who 
receives payments;

 2. do not remit payments (other than 
payments to employees) from which/
whom a Form W-9 (Request for 
Employer Identifi cation Number) has 
been requested until the W-9 has been 
completed, signed by a duly autho-
rized representative of the payee, and 
returned to the health care provider; 
and

 3. for any payee that uses the term “LLC,” 
“PLLC,” “LLP,” or “PLLP” in its business 
name, confi rm with the payee that the 
entity has not elected to be taxed as a 
corporation as is permitted by the IRC.

The CCA does not provide additional 
guidance as to what specifi c information a 

taxpayer should obtain under Item no. 3 of 
these proposed guidelines; it only suggests 
that the payor obtain documentation that 
the election to be taxed as a corporation 
has been made by the LLC or limited part-
nership. The best type of information to be 
obtained by the payor to meet this require-
ment would be a copy of the Form 8832 
(Entity Classifi cation Election) as fi led by 
the LLC or limited partnership with the IRS.

For additional discussion as to the impact 
of failure of a medical practice to comply 
with the tax reporting requirements for pay-
ments to independent contractors, see the 
prior article by this author that appeared in 
the January/February 2015 issue of this pub-
lication entitled “Medical Practice Penalized 
for Unreported Payments to Providers.” This 
article included a discussion about the impli-
cations of a “spillover” audit to a recipient of 
payments from a medical practice. 

Reprinted from Journal of Health Care Compliance, Volume 17, Number 3, May-June 2015, 
pages 51–52, with permission from CCH and Wolters Kluwer. 

For permission to reprint, e-mail permissions@cch.com.



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Remove
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (Color Management Off)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Average
  /ColorImageResolution 300
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Average
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Average
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /FlateEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /PDFX1a:2001
  ]
  /PDFX1aCheck true
  /PDFX3Check false
  /PDFXCompliantPDFOnly true
  /PDFXNoTrimBoxError false
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /DEU <>
    /FRA <>
    /JPN <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [792.000 1224.000]
>> setpagedevice


