
 
 

 
 

 
 
 

 

Physicians of Kaiser 
 
Physicians of Kaiser are employed and paid as either employees or partners. Once a physician 
makes partner, he/she will inherit a more complicated tax situation but also the opportunity to take 
advantage of direct business expense write offs not afforded to employees. 

 
As an employee of Kaiser you will have taxes withheld from your paycheck just like any other 
job. Your deductible business expenses will be limited to 2% of your income and if you are in 
alternative minimum tax you will not receive any tax benefit for the unreimbursed employee 
business expenses. 

 
After approximately three years with Kaiser, most doctors will be given the option to become a 
partner. This partner status in effect gives you a very small percentage of ownership in the Kaiser 
partnership. Physicians who make partner as part of Southern California Kaiser receive the added 
benefit of receiving a K-1 instead of a W-2. The K-1 allows you to directly offset the income with 
any unreimbursed expenses. 

 
By receiving a K-1, you as the partner in the partnership will share in your ownership percentage 
of the partnership’s income, deductions, and credits. These allocable income, deductions, and 
credits are reported to you on your K-1 which we will use to prepare your tax returns. By receiving 
a K-1 instead of a W-2, taxes will no longer be withheld from your pay. Thus you must remit your 
taxes to the taxing agencies evenly throughout the year through estimated tax payments. As your 
tax professional, we project out your tax scenario for the coming year and provide the estimated 
tax payment amounts and vouchers to you. 

 
It is important to note that in the year you make partner (in Southern California) a portion of your 
Kaiser income will be reported on a W-2 (with taxes withheld) and the remaining portion will be 
reported on a K-1 (no taxes withheld). Thus you will receive both a W-2 and K-1 in the same year. 
In the year you make partner it is important to contact us in order to complete a tax projection and 
supply you with estimated tax payments for the remaining portion of the year. Doing so will reduce 
underpayment penalties and allow you to pay the tax during the year instead of facing a large 
unknown payment with the tax return. 

 
Please refer to our other article titled “Physicians Business Expenses” for a list of potential 
expenses deductible against your K-1 income. Accounting for these expenses can be tracked 
through software such as Excel, Quicken, or QuickBooks or even by hand. As mentioned above, 
your status as a Kaiser partner will allow you to directly offset your K-1 income with unreimbursed 
partner expenses. These expenses, along with the K-1 income, are reported on the second page of 
the Schedule E of the tax return. 

 
As a partner with Kaiser you will have the option of contributing to a KEOGH and 401(k) 
retirement plan. Retirement plans are one of the best ‘tax shelters’ out there. We encourage our 
clients to max out their KEOGH and 401(k)’s every year and receive benefit for those tax 



deductions. Many Kaiser Partners also receive a share of the partnership’s Enterprise Zone credit. 
This credit is a California credit (dollar for dollar tax benefit) and ranges from $100-900. 

 
As a Kaiser Partner it is important to have a CPA working with you in order to ensure that you 
receive tax benefit for all deductions that you are entitled to. With estimated tax payments 
involved, and Kaiser frequently paying out bonuses, it is important to have a CPA available to 
answer your questions and update your tax projection and estimated tax payments. 


