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Thriving in a Tough Economic Environment:

Corporate Structure, Tax Reduction, and Benefit Planning for Hand Surgeons in 2011
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The findings and recommendations in
this poster come from the experience
Mr. Mandell has gained in working with
100s of medical practices throughout
the U.S. in writing his latest book for
physicians.

FINDINGS: Most medical prac-
tices are setup with only one legal
entity. This might be a sole pro-
prietorship, general partnership,
LLC taxed as disregarded en-
tity, corporation (or professional
corporation/PA in some states)
or PLLC. Corporations, PAs and
PLLCs can be taxed as “S” corpo-
rations or “C” corporations. This
type of structure is NOT a best
practice -- as it is not optimized
for lawsuit protection or tax re-
duction.

RECOMMENDATION: Typically, a
2- or 3-entity structure will pro-
vide superior lawsuit protection
for the practice and allow the
physician-owners to reduce taxes
by taking advantage of the Medi-
care tax savings that an entity
taxed as “S” corporation can le-
verage along with the fringe ben-
efit plans that an entity taxed as a
“C” corporation can offer.

FINDINGS: In the author’s estima-
tion, over 70% of medical practic-
es are taxed as “S” corporations.
This means that most do not take
advantage of the fringe benefit
plans that an entity taxed as a “C”
corporation can offer. Also, many
“S”-type practices are not even
optimized as “S” entities.

RECOMMENDATION: Typically, a
multi-entity structure will provide
superior tax reduction options.
Captive insurance companies, an
asset protection and risk man-
agement tool, may also provide
profitable medical practices with
tax reduction options as well. Fi-
nally, benefit plans must be maxi-
mized as well.

FINDINGS: In the author’s es-
timation, over 95% of medical
practices do not take advantage
of anything other than qualified
retirement plans (QRPs), such
as 40i1ks, profit-sharing plans,
and pension plans - even though
these plans lose value as future
income tax rates increase.

RECOMMENDATION: Many phy-
sician-practice owners would do
well to add to their QRPs other
types of plans, especially “hybrid”
type plans or fringe benefit plans.
These can also have current and
long term tax benefits, superi-
or asset protection, often much
less cost for employee participa-
tion and choice among physician
partners.



