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INTRODUCTION

Student loans can be a crushing burden on your finances. They

are probably the biggest liability on your balance sheet after

a mortgage loan. Sadly, you’re not alone as 70% of recent

college graduates leave school with this debt. In all, graduates

have amassed a whopping $1.3 trillion in loans. The payments

are usually high, especially when compared as a percentage of

income creating a lot of stress and anxiety about the future.

Without a plan, it can take forever to pay off your loans and the

debt usually slows or even eliminates any wealth building or

saving effort.

Whether you’re an intern, resident, fellow, or attending you

have a small window of opportunity to strategically develop a

plan that helps you eliminate this debt. The only way to do this

is to become aware of all your options and tactically create a

plan focused on aggressively managing your loans.

After countless meetings with customers where 99% of them

had no clue how to deal with these loans I decided to write

this book. In it, I try to answer the most common questions

and provide useful information to help you get on track to

eliminating this debt.

Unfortunately, there is no magical way for you to get rid of

student loans. You need to be aggressive about your intentions

of not wanting to be a slave to this debt and deciding once and

for all that you want to pay them off as quickly as possible. My
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goal is to teach you a few simple steps you can take to better

understand and manage your loans. Although it is not by any

means a complete analysis of the student loan universe, it will

surely teach you the fundamentals I feel everyone MD should

know on how to tackle this debt once and for all.

For more information about my professional experience and

what I do for a living, please visit the “About The Author” page

at the end of the book.
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HOW TO TAKE INVENTORY OF

YOUR LOANS

“By failing to prepare, you are preparing to fail.” -

Benjamin Franklin

Student loans represent a huge opportunity within a holistic fi-

nancial plan that is often overlooked. Being informed about your

different repayment options can literally save you thousands of

dollars. But first, you need to get organized. It’s imperative you

take an inventory of all your loans and analyze themwithin the

context of your financial situation to help you choose the best

repayment strategy. This is especially important if you’re going

for the Public Service Loan Forgiveness program. In fact, here

timing is of the essence. Unfortunately, most physicians fail to

do this.

Don’t let the amount of debt and complexity stop you from

seeking guidance and figuring out what’s the best repayment

strategy given your current circumstances.

Thefirst step involves taking an inventory of your loans. What

that means is you need to understand the composition of these
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loans. Are they subsidized? Unsubsidized? Federal? Private?

Direct? What’s the interest rate? Current balance? Date of

disbursement? These are all important questions you need to

answer. There are a couple of simple steps you’ll need to take to

access this information:

STEP 1

Access The National Student Loan Data Systemwhere you’ll

find an essential source of federal student loan records.

1. Visit http://www.NSLDS.ed.gov

2. Click the Financial Aid Review button.

3. Enter the following information:

- Your Social Security number

- The first two letters of your last name

- Your date of birth

- Your PIN (get it at pin.ed.gov).

4.Click “My Student Data Download” to download an ugly txt

file. This file will contain all the answers you’re looking for in

regards to your federal loans.

STEP 2

If you have private loans, go to Annual Credit Report to obtain

a free copy of your credit report where you’ll find important

information regarding these loans. You can also contact the

financial institution that manages your loans for more informa-

tion.

Once finished taking inventory, you’ll find youmay probably

have different types of federal student loans or a combination

of federal and private loans. Some of the loans you will find are:

1. Direct Loans: Stafford (Subsidized or Unsubsidized), Plus

4
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HOW TO TAKE INVENTORY OF YOUR LOANS

Loans and Consolidated Loans.

a. Subsidized: The US Department of Education pays interest

while you’re in school at least half-time, six months after you

leave school, and during periods of deferment.

b. Unsubsidized: You are responsible for paying interest from

day one. If you don’t pay this interest, it will accrue/accumulate

and will be capitalized on the principal.

2. Perkins Loans: The school is the lender. Low-interest rate

loans for students with financial hardship.

Once youhave all this information you can build a simple excel

worksheet to get organized. The idea is to have all the data in one

place. It’s a lot easier to strategize when you can see everything

on a single page
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2

FEDERAL AND PRIVATE STUDENT

LOANS

After taking inventory, youmight have a combination of federal

and private loans. It’s important to know that federal loans

are funded by the federal government whereas private loans

are non-federal loans funded by a bank or other financial

institution. Federal loans offer benefits usually not available

through private loans like Income-Driven Repayment plans

and Loan Forgiveness, among others. Interest rates tend to

be higher through private loans and can also have a variable

interest rate, whereas through federal loans, interest rates are

fixed and oftentimes lower than private loans.
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REPAYMENT PLAN OPTIONS

As a physician there are a lot of factors you must consider when

it comes to repaying your student loans. Taking the time to

analyze the different options will save you time andmoney. If

you don’t choose a specific repayment plan, the loan servicer

will place you in the Standard Repayment Plan. As you will soon

find out, that can be good or bad depending on your current

financial situation.

Standard Repayment

This plan offers fixed monthly payments over a period of 10

years. The monthly payments will be the highest out of all the

repayment plans but you’ll end up paying the least amount of

interest. If you’re a medical student or just someone who is on

a tight budget, this plan is not for you as the payments will be

the highest.
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Graduated Repayment Plan

Payments start lower at first but increase usually after 2 years.

It’s a 10-year plan but it can be extended to 30 if you consolidate.

Extended Repayment

Under this plan, your payments may be fixed or graduated and

made for up to 25 years. Generally speaking, payments will be

lower than the previous two plans.

Income-Driven Repayment Plans

We next move to the Income-Driven Repayment Plans “IDR”

which calculate your payment based on your discretionary

income. Your discretionary income is the difference between

your Adjusted Gross Income “AGI” and 150% of the poverty

guideline for your family size. Also, keep in mind that you

might not be able to enroll in some Income-Driven Repayment

plans because certain loans will not qualify. That is why, and

as previously mentioned, it is imperative you take inventory of

your student loans to better understand all of your options.

The following Income-Driven Repayment plans will hugely

benefit interns, residents, and fellows. It’s important you

understand how they work and choose the one that will best

help you accomplish your goals.

Income-Based Repayment (IBR)

Payment is set at 10% or 15% of your discretionary income

basedonAGI. The governmentwill subsidize anyunpaid interest
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for the first three years, but only for subsidized loans. Any

remaining balance after 25 years will be forgiven but you will

have to pay income tax on this amount. Payment is capped

at the Standard Repayment Plan amount. If you’re married,

your spouse’s income will be considered only if you file joint tax

returns.

Pay as You Earn (PAYE)

Payment set at 10% of discretionary income based on AGI. The

government subsidizes unpaid interest for the first three years

for subsidized loans. The remaining balance is forgiven after 20

years but you’ll have to pay income tax on this amount. Payment

is capped at the Standard 10-year payment amount. If married,

your spouse’s income will be considered only if you file joint tax

returns.

Revised Pay as You Earn (REPAYE)

Payment set at 10% of discretionary income. Payments are

based on household income, regardless of tax filing status. Any

remaining balance after 25 years will be forgiven but you’ll

have to pay income tax on this amount. The monthly loan

payment can be higher than the 10-year Standard Plan. The

government will subsidize 100% of unpaid interest the first

three years for subsidized loans andwill pay 50%after the three-

year period ends. It will also pay 50% of any unpaid interest on

your unsubsidized loans during all periods.
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Income Contingent Repayment (ICR)

Payment is the lesser of 20% of your discretionary income or

a fixed amount paid over a 12 year adjusted period according

to your income. The remaining balance is forgiven after 25

years but you will owe income tax on this balance. If married,

your spouse’s income will be considered only if you file joint

tax returns. Parent Plus loan borrowers can access this plan by

consolidating through Direct Consolidation Loan.

These plans are designed to reduce your monthly payments

andmake your loansmoremanageable. If you’re seeking Public

Service Loan Forgiveness, you will need to choose one of these

plans. It may very well be the case that your monthly payments

are zero. This is because your payment is calculated based on

your income which, if low, can cause you to have no monthly

payments due. They can be an excellent alternative for medical

interns, residents and or fellows with low salary as some even

subsidize interest. Make sure you understand all of your options

and the characteristics of each plan before you choose one over

the other.

Re-certify

Once you enroll in any of these plans, you must recertify

every year. Obviously, if your income fluctuates and/or your

family size changes, your payments will also change when re-

certifying.

Income-DrivenRepaymentplanswill endupcostingyoumore

in interest and if not going for the Public Service Student Loans

Forgiveness programat the end of 20-25 years depending on the
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chosen plan, you will have to pay tax on any amount forgiven.

But within an overall financial plan these repayment options

can benefit you in different ways.

Service Letter

After analyzing your finances and creating a budget, if you’re

disciplined, you can choose the plan with the lowest monthly

payment and anymonth you have excess cash flow like from a

bonus, tax refund, increase in income, etc., you can send it along

with your regular payment. It’s important you send the loan

servicer a “Service Letter” about how to apply this additional

payment. This will provide specific instructions of what to

do when you send an amount above the minimum payment

required to your loan servicer. So, for example, if you have

multiple loans with different interest rates, you’ll want that

extra cash to go to the highest interest rate loan first. Once

you pay off that high interest rate loan, you can then move to

the next highest interest rate loan and so on and so forth. This

method is called debt avalanche.

Alternatively, you can use the snowball method where you

send all additional payments towards the loan with the lowest

balance. Once you finish making payments on that loan you

move to the next lowest loan balance and you keep doing this

until you pay all of the student loans. Although, it feels good

to see immediate progress, you actually end up paying more

interest through the snowball effect but for some this will

represent a huge emotional andmental WIN.

12



REPAYMENT PLAN OPTIONS

Financial Difficulties

Finally, if you experience any financial difficulties that will

impair your ability to make timely monthly payments, do not

hesitate to contact your student loan service provider. It’s

never fun to have this conversation but you cannot afford to

miss payments and have your loans in default. This will ruin

your credit, making it difficult to get financing for car loans,

mortgages, and credit cards, etc. You will also lose eligibility for

federal student aid, deferment, and forbearance.

TIP:To get an idea of yourmonthly payments, you can use the

Federal Student Aid Repayment Estimator. You can either log

in to your account and the systemwill automatically pull your

data and analyze your different repayment options. You can also

proceed as a guest andmanually plug in the information. Make

sure you have your Adjusted Gross Income as this will be one

of the questions asked. This is a pretty cool tool to use if you

want to get an idea of the amount of payment to expect under

the different types of plans available.

Don't forget to check out my Student Loan Advising service

here!
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4

CONSOLIDATING AND

REFINANCING

Payingmultiple monthly student loans can be hectic. Youmay

makemistakes or even forget to pay some of them.

TIP: Automating payments will not only help you pay on time

but also some loan servicers provide an interest rate discount if

you enroll in their automated payment option. Discounts can be

0.25% of your current interest rate! Every dollar counts.

BONUS: Consolidating is free. There areno fee’s or application

costs when you do this through the Department of Education.

Contact your loan servicer for more information.

Consolidating

When you have multiple federal student loans, you can consol-

idate into a single Direct Consolidation Loan. It might make

sense under certain circumstances to consolidate. For example,

you can only enroll in Income-Driven Repayment plans when
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you have Direct Federal loans. So if you have other types

of federal loans, it might benefit you to consolidate in order

for you to have access to a particular repayment plan. Direct

Consolidation Loans have a fixed interest rate that is based on

the weighted average rate of all your loans, rounded up to the

nearest one-eighth of 1%.

Some Advantages

• Simplify payments

• Potential lower payments (up to 30 years to repay)

• Can switch from variable interest rates to fixed rates

• Access to alternative repayment plans: Some repayment

plan are only available for certain loan types. When you

consolidate, you can gain access to the repayment plan.

Some disadvantages

• Potential loss of benefits

• A longer payment period means paying more interest

Keep in mind that once you consolidate, it cannot be undone

as the previous loans were paid off and you now have a new

Direct Consolidation Loan. Also, private education loans are not

eligible for consolidation via this federal program. Finally, if

you have a parent Plus Loan, know that they cannot be included

in the consolidation process.

15



STUDENT LOAN GUIDE FOR MEDICAL DOCTORS

Medical Students and Grace Period

As per Federal Student Aid: “The grace period is a set period of

time after you graduate, leave school, or drop below half-time

enrollment before you must begin repayment on your loan. The

graceperiodgives you time togetfinancially settled and to select

your repayment plan. Not all federal student loans have a grace

period. Note that formost loans, interestwill accrue during your

grace period.” Most medical students upon graduation have a

grace period of 6 months. However, it is possible to change this

to your benefit.

As per Federal Student Aid: “If you consolidate your loans

during your grace period, you will give up the remainder of your

grace period and begin repayment after yourDirect Consolidation

Loan is disbursed (paid out).” You can enter into an Income-

Driven Repayment plan early and start enjoying the benefits by

consolidatingonce yougraduate. Thiswill help you slowaccrued

interest and start the clock in regards to the 120 payments due

for Public Service Loan Forgiveness “PSLF” (please read chapter

on PSLF to learn more about this benefit), among other things.

Refinancing

Refinancing is done with a private lender where they pay-off

your loan or multiple loans and replaces themwith a new one.

You typically want to refinance to lower your interest rate.

The goal is to pay less interest during the life of the loan. Those

of you with high income who do not intend to enroll in the

Public Service Loan Forgiveness program, or any other federal

program for that matter, might benefit from refinancing. Also,

and generally speaking if you do not intend to use any of the

16
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federal benefits, it might also make sense to refinance.

Advantages

• Potential lower monthly payments

• Lower interest rate

• Simplify payments

• Private lender can refinance federal loans and private loans

Disadvantages

• If refinancing federal loans, you will lose benefits

• It cannot be undone

TIP: I cannot stress this enough: Be careful about refinancing

your federal student loans. You will lose important benefits as

previously mentioned and it cannot be undone. This is not to

say that you will not benefit from refinancing but it’s not for

everyone and you should carefully analyze all of your options

before committing.

A medical doctor who refinances federal student loans does

not foresee needing any of the benefits the Department of

Education offers like Income-Driven Repayment Plans, Loan

Forgiveness, Forbearance and or Deferment. They also tend to

have high-income relative to debt, and excellent credit when

applying for the loan.

Medical Residents can refinance their loans at:

• Laurel Road (Available to residents of Puerto Rico)

• LinkCapital (Not available to Puerto Rico medical residents)

Other companies that refinance student loans:

• Lendkey (Available to residents of Puerto Rico)
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• Common Bond (Not available to Puerto Rico medical resi-

dents)

• Sofi (Not available to Puerto Rico medical residents)

• Credible (Not available to Puerto Rico medical residents)

*These companies can modify or discontinue products and

benefits at any time without notice.

18

https://commonbond.co/choose-your-loan?referred=
https://www.sofi.com/student-loan-refinance-referral-program/
https://www.credible.com/a/iwasreferredtocredible?utm_source=referralcandy&utm_medium=referral&utm_campaign=200&aic=V73QH6X


5

DEFERMENT AND FORBEARANCE

Youmay find yourself in a difficult financial situation andmay

consider postponing your student loan payments. There are

essentially two options to choose fromwhen you want to delay

your repayment: deferment and forbearance.

I. Deferment is a period where the principal and interest is

temporarily delayed.

II. If you donot qualify for deferment, youmay be able to apply

for forbearance which lets you suspend your payments under

certain circumstances.

Deferment

All deferments have eligibility criteria. While some forbearance

has criteria, others are at the lender’s discretion. Interest will

continue to accrue in both scenarios but through deferment, the

federal governmentwill pay the interest on any subsidized loans

you have.
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Forebearance

This is not true for forbearance as interest will accrue regardless

of whether you have subsidized or unsubsidized loans. When

interest accrues, it is added to your principal. This will cause

your loan principal to increase, which in turn increases your

monthly payments after the forbearance period ends.

You’ll want to try at all costs not to enter into either type of

postponement of payments. If you have no other choice, try to

at least pay the interest.

TIP: If you find yourself in some sort of financial hardship,

know that deferment and forbearance are not your only options.

Make sure you explore the Income-Driven Repayment plans as

they might benefit you and provide the flexibility you need.

Interns, Residents and Fellows are almost always advised by

the loan servicer to enter forbearance while in their respective

programs. The thing is that when in this program interest

accrues exponentially and eventually capitalizes and is added

to the principal. This not only makes your principal balance

increase but it will also increase your payments once they start.

An alternative is to explore the Income-DrivenRepayment plans

as you might end up making small to no payments at all. In

addition, and as previously mentioned the government will

subsidize some of the interest that accrues. Careful analysis

of your student loans can help you save thousands in interest.
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PUBLIC SERVICE LOAN

FORGIVENESS

Although this chapter is dedicatedprimarily to thePublic Service

Loan Forgiveness Program “PSLF”, there are other types of

forgiveness, cancellation and discharge alternatives.

For example:

• Closed School Discharge

• Total and Permanent Disability Discharge

• Discharge in Bankruptcy (very rare)

• Teacher Loan Forgiveness, among others.

I will focus on PSLF because it has been the most common I’ve

seen among prospects and customers. What is PSLF? It’s a

program that forgives any remaining qualified loan amount

after you have made 120 qualifying monthly payments under a

qualified repayment plan. All this while working full-time for a

qualifying employer.
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Qualified employer

A qualified employer is any government organization (federal,

state, local, or tribal) and a non-for-profit tax exemption under

Section 501(c)(3) of the Internal Revenue Code “IRC”. A not for-

profit that is NOT tax exempt under Section 501(c)(3) of the IRC

may still qualify if it provides certain public services.

For example:

• Military service

• Law enforcement

• Public health

• Emergency management

• AmeriCorps

• Peace Corps, among others.

• Working full-time

In order to be considered a full-time employee, you must either

meet your employer’s definition of full-time or work at least 30

hours per week. Also, if you work part-time inmore than one

qualifying job at the same time, you canmeet the requirement

if you work a combined average of at least 30 hours per week.

Qualified loans

Only loans under the William D. Ford Federal Direct Loan

Program qualify. Although other loans like Federal Family

Education Loan “FFEL” or Federal Perkins Loan “Perkins Loan”

do not qualify, they may become eligible if you consolidate

through the Direct Consolidation Program. Keep in mind

that only qualifying payments made after consolidation count
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towards the 120 qualifying payments. So for example, if you’re

three years into repayment and you consolidate to qualify

for PSLF, only the payments made after consolidation count

towards forgiveness. It’s also worth noting that if you have

Direct loans and other federal loans that do not qualify, if you

consolidate all of them, you will lose credit for any qualifying

payment. In that case, you should only consolidate your other

federal student loans and leave out any existing direct loans.

120 qualifying payments

In order to count as a qualifying payment, itmust bemade under

a qualifying plan after October 1, 2007, for the full amount, no

later than 15 days after your due date and while being employed

full-time by a qualifying employer. It’s worth mentioning that

you canonlymakepayments duringperiods that you’re required

to do so. Any paymentmade during the grace period, deferment,

forbearance or default will not count towards the 120 qualifying

payments. Also, you cannot accelerate payments as they will

not count towards the 120 qualifying payments.

Qualified repayment plan

Only Income-Driven Repayment plans and the Standard Re-

payment plan qualify for PSLF. If you’re going for PSLF, you’ll

want to pay the least amount of monthly payments possible in

order for you to have the highest balance amount of student

loans forgiven. So you’ll want to choose an Income-Driven

Repayment plan that offers the lowest payment possible.

Keep in mind that Income-Driven Repayment planmonthly

payment amounts are based on your income and family size.
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This is where solid tax planning comes into play. I will talkmore

about this in Chapter 8.

The sooner you submit all required paperwork and get started

with the process, the better positioned you’ll be to have your

student loans forgiven. As a matter of fact, the Department

of Education created the Employment Certification for Public

Service Loan Forgiveness “Employment Certification form”.

Through this process, theymonitor all your qualifyingpayments

and certify you are on track and eligible for this program. The

form is submitted to the FedLoan Servicing department which

is the PSLF servicer. If you’re smart, which I know you are,

every year you will submit this form so they can certify that you

made all qualifying payments. If not and you wait until the end

of the 120 payments, you will have to submit a form for every

year during that time period. This gets really complicated if

you had multiple jobs and you have to reach out to different HR

departments, etc. The sooner you take care of this, the better as

any errors can be taken care of sooner rather than later.

Most if not all internship and residency programs are in not-

for-profit organizations. This means you can literally enroll in

PSLF once you begin the program. In fact, it is essential you do

this. The reasonbeing, itmaynot be available in the future as the

current administration is signaling its intentions to eliminate

PSLF. Depending on your current circumstances you will want

to consolidate and/or enter into an Income-Driven Repayment

plan. After this, you’ll need to submit theEmployeeCertification

Form to apply for PSLF. Once you’re approved your loans will

be transferred to FedLoan which is the loan servicer for the

PSLF program. At MD Tax & Business Advisors, LLC we can help

you analyze your current student loan situation and submit all

applications. For more information please access our student

24
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loan section here.

One last note, according to the IRS any forgiven amount is

not considered taxable income. All the more reason to start this

process NOW.

TIP: If not currently doing so, consider working for the

government to gain access to this valuable program.

BONUS: I’m sure you’ve noticed a lot of advertising from debt

relief companies where they say something like: “Obama has

forgiven student loans”. Most, if not all, debt relief companies

charge high fee’s to do things you can do for free by contacting

your loan servicer. You can also visit Federal Student Aid’s

website and access tons of information related to student loans.

25

https://mdtaxpr.com/student-loans
https://studentloans.gov/myDirectLoan/index.action


7

MEDICAL RESIDENT STUDENT LOAN

MISTAKES

During the years, I’ve assisted lots of medical doctors with their

finances. I’ve learned that medical school is expensive. It is

no surprise that most if not all recent medical graduates have

high amounts of student loan debt. In fact, according to the

Association of AmericanMedical Colleges “AAMC”, 81% of the

graduating class of 2015 left medical school with student loan

debt averaging $183,000. The AAMC also mentions: “For a

2016 graduate with $183,000 in Direct Unsubsidized Loans, the

capitalization of interest accrued during school and grace will

turn the principal balance into $212,800. During residency, an

estimated $1,080 in interest will accrue on this outstanding

balance eachmonth.

For the sake of simplicity multiply $1,080 by the number

of months you think you’ll spend in residency. The result is

a “guesstimate” of how much you can expect your principal

to increase during residency when you postpone payments.

Obviously, you can arrive at a more precise number if you

analyze your exact student loan debt.
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I understand that a lot of things are going on at school, as an

intern, and then in residency. But there are certain things you

should look out for that can potentially save you thousands of

dollars in interest and extra payments. All this additionalmoney

spent on your student loans can go into other areas like planning

for retirement, protecting yourself and your family with a solid

insurance strategy, or accomplishing any other additional goals

youmight have.

Forbearance (Try to avoid it!)

Because of their extremely busy schedule, a resident often times

take’s the easy route when it comes to student loans. This easy

route is usually forbearance. More times than not it is thewrong

thing to do. During the forbearance period, interest will accrue.

When interest accrues, it is added to your principal. This will

not only increase your principal but it will also increase your

monthly payments after the forbearance period ends.

As an example, say you have $183,000 in loans at 7.00%

interest rate. If you are in forbearance for 12 months, $12,810 of

interest will accrue and your new balance will be $195,810. Now

imagine spending a few years in residency where your principal

is increasing due to forbearance.

I understand that early in your career income will be tight

and postponing payments sounds good. The thought process

is usually that at some point, my career income will increase

substantially, and I’ll just take care of the loans then. The

problem is that you not only end up paying thousands of dollars

more for your loans but also life happens (marriage, children,

and financial responsibilities increase) making any repayment

strategy that much harder.
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An alternative to forbearancemight be enrolling in an Income-

Driven Repayment plan where monthly payments can be as low

as $0.00 depending on your income and family size. Everyone's

situation will be different. You should seek expert advice to

determine the correct course of action.

Not taking the time to understand how student loans

work

It’s imperative you take an inventory of all your loans and

analyze them within the context of your financial situation.

This will most definitely help you choose the best repayment

strategy and it’s especially important if you’re going for the

Public Service Loan Forgiveness Program. In fact, here timing is

of the essence. As you will soon discover, waiting until finishing

residency to analyze your student loan options is a terrible

financial decision.

You can access the National Student Loan Data System where

you’ll findanessential sourceof your federal student loans. Also,

if you have private student loans you can obtain a free credit

report where you’ll find the details of these loans.

Not understanding how loan forgiveness works

Public Service Loan Forgiveness “PSLF” is a program that for-

gives any remaining qualified loan amount after you have made

120 qualifyingmonthly payments under a qualified repayment

plan. All this while working full-time for a qualifying employer.

A qualified employer is any government organization (federal,

state, local, or tribal) and a not-for-profit tax exemption under

Section 501(c)(3) of the Internal Revenue Code “IRC”.

In order to be considered a full-time employee, you must
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either meet your employer’s definition of full-time or work at

least 30 hours per week. Only loans under theWilliam D. Ford

Federal Direct Loan Program qualify. Although other loans like

Federal Family Education Loan “FFEL” or Federal Perkins Loan

“Perkins Loan” do not qualify, they may become eligible if you

consolidate through the Direct Consolidation Program. Keep in

mind hat only qualifying payments made after consolidation

count towards the 120 qualifying payments. So, for example, if

you’re three years into repayment and you consolidate to qualify

for PSLF, only the payments made after consolidation count

towards forgiveness. This is where a resident can benefit if

they plan ahead and take the time to analyze their student loan

situation early on in their career.

In order to count as a qualifying payment, it must be made

under a qualifying plan after October 1, 2007, for the full

amount, no later than 15 days after your due date and while

being employed full-time by a qualifying employer. It’s worth

mentioning that you can only make payments during periods

that you’re required to do so. Any payment made during

the grace period, deferment, forbearance or default will not

count towards the 120 qualifying payments. Also, you cannot

accelerate payments as they will not count towards the 120

qualifying payments.

Only Income-Driven Repayment plans and the Standard Re-

payment plan qualify for PSLF. Medical doctors going for PSLF

will want to pay the least amount of monthly payments possible

in order for them to have the highest balance amount of student

loan debt forgiven.

This is where taking inventory and analyzing your current

situation and future career goals come into play as this will

dictate which repayment plan will be best suited for you given
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your current circumstances.

Some Income-Driven Repayment plan’s that medical doctors

have traditionally benefited from are:

Income-Based Repayment (IBR)

• Payment set at 15% of discretionary income based on AGI.

• The government subsidizes unpaid interest the first three

years for Subsidized loans only.

• Remaining balance is forgiven after 25 years.

• Payment capped at the Standard plan.

Pay As You Earn (PAYE)

• Payment set at 10% of discretionary income based on AGI.

• The government subsidizes unpaid interest the first three

years for Subsidized loans only.

• Remaining balance is forgiven after 20 years.

• Payment capped at the Standard plan.

• Must have had no outstanding federal loan balance on

October 1st, 2007.

• Must have borrowed a new loan after July 1st, 2011.

Revised Pay As You Earn (REPAYE)

• Payment set at 10% of discretionary income.

• Payments based on household income, regardless of tax

filing status.

• The government subsidizes 100% unpaid interest the first
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three years for Subsidized loans only. After three years it's

50%.

• The government will subsidize 50% unpaid interest for

unsubsidized loans for every period.

• The remaining balance is forgiven after 25 years for gradu-

ate degrees.

• No cap on payments.

The exact plan will depend on a lot of variables. Seek expert

advice before committing to a specific one.

Tax Deduction

Student loan interest deduction can reduce the amount of

income subject to tax by up to $2,500 if your Modified Adjusted

Gross Income “MAGI” is within the limit of $80,000 if single

and $160,000 ifmarried and filing a joint return. This deduction

is useless asmedical doctors usually have incomes above the cap.

But during residency, you’ll probably be able to take advantage

of this above the line deduction. The only way to do this is if

you're actually making payments. If you’re in forbearance you

will not have access to this deduction. Solid tax planning is

required to analyze the different scenarios. Please be aware

that different "student loan interest deduction" rules apply to

residents of Puerto Rico.

In any case, these are just a few things to look out for. As

previously mentioned it’s imperative you analyze your student

loan situation sooner rather than later as the consequences of

not doing so can significantly increase your loan balance. This

is a huge opportunity cost that everyone needs to be aware of.
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Medical Residents can refinance their loans at:

• Laurel Road

• LinkCapital* (Not available to Puerto Rico medical resi-

dents)

*These companies can modify or discontinue products and

benefits at any time without notice.

Don't forget to check out my Student Loan Advising service

here!
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TAXES

In this chapter, I want to briefly explore some simple tax

planning strategies to keep in mind if you have student loans.

A mistake I see quite often is failing to understand how these

loans can impact you from a tax perspective, especially if you’re

married and enrolled in an Income-Driven Repayment plan.

Careful tax planning can have a significant positive impact on

your bottom line.

The twomost commonmistakes I see arenot taking advantage

of the Student Loan Interest deduction and not realizing that

sometimes it can benefit you to file taxes as “Married filing

Separately” if enrolled in an Income-Driven Repayment plan.

Student Loan Interest

Let’s start with one of the so called “above the line” tax deduc-

tions, Student Loan Interest. As you can see in the image below,

it is called “above the line” because it is above the AGI number

on the first page of Form 1040. This deduction can reduce the

amount of income subject to tax by up to $2,500 if yourModified

Adjusted Gross Income “MAGI” is within the limit of $80,000 if
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single and $160,000 if married and filing a joint return. Student

loan interest is reported on Form 1098-E and it’s usuallymailed

out at the beginning of the year. Please be aware that different

"student loan interest deduction" rules apply to residents of

Puerto Rico.

It’s important to understand that you have other “above the

line” deductions available. Some are:

• Alimony

• Educator expenses

• Health savings account

• IRA deduction

• Tuition and fees

• Moving expenses, etc.

Keep this in mind when tax planning.
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Married Filing Jointly or Married Filing Separately

There are certain Income-Driven Repayment plans that, if

married, your spouse’s income or loan debt will be considered

only if youfile a joint tax return. It’sworth analyzing, depending

on your current financial situation, if it makes sense to file

separately. You need to run the different scenarios and choose

the one with the highest net benefit.

Some Income-Driven Repayment plans:

REPAYE

If you're married, both you and your spouse’s income or

loan debt will be considered, whether taxes are filed jointly or

separately.

PAYE

If you’re married, your spouse’s income or loan debt will be

considered only if you file a joint tax return.

IBR

If you’re married, your spouse’s income or loan debt will be

considered only if you file a joint tax return.

So, for example, as previously mentioned, if you’re going for

Public Service Student Loan Forgiveness, the objective is to pay

the least amount of monthly payments as possible so as to get

the highest amount forgiven. If you’re married, after carefully

analyzing the advantages and disadvantages, youmight want to

consider filing your taxes “Married Filing Separately”. This will

lower your AGI which in turn will lower yourmonthly payments.

Again, you need to run the different scenarios and decide on the

highest net benefit. A word of caution: you should not decide

to file separately just to take advantage of this student loan

loophole. Youmust look at how this will impact you, taking into

consideration every other aspect of your financial life.
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TIP: If financially possible and as part of a holistic financial

plan, you might want to also consider contributing to your

workplace retirement account (401K, etc.) as this can help lower

your taxable income.

BONUS: If your employer offers a Health Savings Account

“HSA”, you might want to consider contributing if it makes

sense to you individually as this can also decrease your taxable

income.
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FINANCIAL PLAN

“Agoalwithout a plan is just awish”-Antoinede Saint-Exupery

In finance, as in life, if you want to accomplish anything you

need a plan. Unfortunately, most people live life without taking

the time to develop an action plan to accomplish their goals.
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Everything in your financial life is connected. It’s worthwhile to

understand how each area works and complements each other

to help you accomplish your goals. To be effective, financial

planning needs to be coordinated. Each piece of the financial

planneeds to accomplish its ownspecific tasks aswell as support

the tasks of each other piece. At MD Tax & Business Advisors,

LLC we help physicians look at their entire financial picture,

organize their finances and help fit all the different financial

pieces together properly.

Financial Statements

Taking the time to develop your personal cash flow and balance

sheet statements will help you understand where you are fina-

cially. Itwill also help you uncoverfinancial opportunities, risks,
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and avoid financial mistakes.

Debt Management

Your student loans would fall into this category but it also

includes credit cards, mortgages, personal loans, and lines of

credit, etc. Aggresively managing this area helps you identify

opportunities where you can lower and/or eliminate debt.

Risk Management

This category includes health, disability, car and home insur-

ance among others. You want to make sure you and your family

are protected if an unforeseen tragedy were to occur.

Investment Management

In this area we focus on saving for goals like retirement, college

planning, and purchasing a home, among others. You want to

make sure you’re maximizing your workplace retirement ac-

count, IRA, Roth IRA and any other investment vehicle. Always

making sure your investments are aligned with the goals you

set out to accomplish.

Estate Planning

Do you have a will? What is a durable power of attorney? Trust?

What about a health care proxy? Making sure that your property

and assets are distributed according to your wishes should be

one of your priorities. Also, protecting your assets is just as

important.
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Tax Planning

This area analyzes different strategies to minimize current and

future income taxes as part of your overall financial plan.

Taking the time to create a comprehensive financial plan that

includes all the above areas will help you become financially

organized. This, in turn, will help you avoid financial mistakes

and guide you towards achieving your goals.

Don't forget to check out our website here.
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CREATING A BUDGET

During the year I receive lots of questions as to how to create a

budget. Although the examples in this post are geared towards

medical residents the concepts and strategies can apply to pretty

much any physician.

Here are some of the questions I get:

• How do I create a budget?

• What percentage should I allocate to certain areas (rent,

utilities, food, etc.)?

• Should I start paying my student loans now?

Budget Example

Remember that your financial life is different from your col-

leagues and it will surely have different categories. For example,

a budget for a residentwith childrenwill be totally different from

one without children. In fact, the following example assumes

that there are no children.

The majority of residents in Puerto Rico receive tax-free

income. This income is approximately $ 33,000 per year. In
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the following example, I assume you are single.

Savings

I want to start with this category because I think it’s critical

you determine the percentage you want to save before spending

the money in other areas. Having said that, here you should

consider allocating between 5% and 10% of your income. If you

can allocate a larger amount great. If you cannot save because

your financial situation does not allow it, don’t stress over it.

It’s equally important that you’re able to identify why that’s the

case and create a plan to improve your finances.

When you become an attending, you must increase this

percentage. Saving early in your career will help you create

the necessary discipline to continue doing so in all of your

professional stages. If you can develop this discipline as a

resident/fellow when youmake the transition to an attending
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you will be better prepared thanmost doctors.

Mortgage - Rent

I strongly believe that when you’re a resident/fellow you should

not buy a house. Although, there are situations when this is

not necessarily the case. But generally speaking, you should

wait until you are an attending with a higher salary, stronger

finances, and a stable job before committing to purchasing

a house. In this category, you should not spend more than

30% - 35% of your salary. This includes property maintenance,

insurance, among other expenses related to your property.

Utilities

In this category, I include water and electricity. It should not be

more than 5% of your salary.

Food

Here youmust budget between 10% and 20% of your salary. If

you are lucky and your resident contract allows you to eat for

free in the hospital cafeteria this will help you a lot since you

can allocate that savings to other areas.

Transportation

The consensus is that you must spend between 10% and 20% of

your salary. This includes gasoline andmaintenance of your car.

My recommendation is that you do not buy a luxury vehicle and

opt for a cheaper car. This will help you save a lot during this
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period of your career.

Debts

Usually, you want to allocate between 5% and 10% in this

category. Many people have to allocate a higher percentage in

this area. Do not worry if you fall into this group. The important

thing is to be aware of your debts and find a way to restructure

and/or eliminate them. This category includes your personal

loans, student loans, credit cards, among other debts.

Student Loans

In regards to your student loans, it is very important that

you avoid “forbearance” while you’re a resident or fellow.

While you’re in forbearance interests will accumulate daily and

eventually capitalize (added to the principal). This will cause

your debt to increase rapidly. An alternative to forbearance is

to enter into a payment plan based on your income. The federal

government offers various Income-Driven Repayment plans.

These plans even subsidize part of the interest that otherwise

would be added to the principal.

Refinance

If you have private loans with high interest rates, it may be

smart to refinance this debt. Doing so can potentially lower your

interest rate and help you save thousands in interest.

There is a firm called laurel road that works exclusively with

physicians. They refinance student loans andworkwithmedical

residents and attendings in Puerto Rico. You can learn more

about this firm at the following link: laurel road. If you are

interested in submitting your specific student loan information

to refinance, you can go directly to the application here.

Student Loan Consulting
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MDTax & Business Advisors, LLC offers a student loan con-

sulting service for physicians. Basically, wehelp youavoid costly

mistakes. You canfindmore information about this service here.

Personal and Discretional Expenses

This category can include internet service, entertainment, eat-

ing out, cell phone, personal hygiene, among others. You should

allocate between 10% and 20% of your salary.

Disability Insurance

If you have not read my articles regarding this risk, I invite you

to do so now. You can find the most recent one titled: What

Insurance Does a Medical Doctor Really Need, here. I also wrote

another interesting article about the topic: Young Physicians

can not Underestimate this Financial Risk. In any case, it is

important that a resident/fellowhas this type of policy to protect

themselves in the event of a disability.

Let’s dive into this a little more.

• Four (4) years of in college

• Four (4) years in medical school

• One (1) year of internship

That’s 9 plus years in case you want to be a generalist. If a

disability were to occur that prevents you from continuing to

work, how are you going to pay your financial responsibilities?

• Three, four, five, seven years of residence.

• One, two, three additional years of fellowship.

That’s 12 to 20 years of preparation. I ask you the same
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question if a disability were to occur that prevented you from

working as a physician, how would you pay your financial

responsibilities? The risk is very high and you should seriously

consider minimizing it. Here you could allocate between 5% to

10% of your salary. At MD Tax & Business Advisors, LLC we can

help youunderstandyouroptions to choose the correct disability

insurance policy.

Life insurance

If you have a spouse, children or anybody who depends on

you financially, you should consider life insurance. If you are

single, you do not necessarily need this type of insurance and

you can choose not to have it. Now if you need it you should

consider allocating between 2% to 5% of your salary. DO NOT

BUY INSURANCE YOU DO NOT NEED. It is important you take

the time to read an article I wrote about the subject, here.

Important

Each case is different (children, spouse salary, etc.) and will

require increasing or decreasing different categories to accom-

modate your specific financial situation.

50/30/20

An alternative budgeting plan might be to try the 50/30/20 rule

developed by Elizabeth Warren and her daughter. In their book

“All Your Worth: The Ultimate LifetimeMoney Plan” they came

up with the idea to create a budgeting plan that would be simple

for anybody to start.
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How does it work

Fifty percent (50%) represents your needs. You should only

spend 50% in this category. What are your needs? Everything

that you need to pay and cannot postpone. For example, house

payments, credit card payments, food,medicines, car payments,

electricity, water bill, etc. These are needs.

Thirty percent (30%) represents yourwants. Wants are things

you enjoy but can live without. For example, cable tv, internet

on your mobile phone, Netflix, Amazon Prime, eating out, gym,

and Starbucks, etc. You get the idea. Basically, you should not

spendmore than 30% in this category.

Twenty percent (20%) represents your savings and debt

payments. You should use this 20% to save money and pay-

off your debt. If you have credit card payments the minimum is

a need (counts towards 50%) and anything above that amount

is a want.

A resident with a monthly income of $2,750 would allocate

the following amounts:

50% = $1,375 “Needs”

30% = $825 “Wants”

20% = $550 “Savings and Debt”

Regardless of What Budget Strategy You Choose

Remember that as a resident your income is very low compared

towhat youwill be earningonceyoubecomeanattending. Again,

everyone’s situation is different. It’s critical you go through

this exercise to identify where your money is going to help you

uncover opportunities and risks you were not previously aware
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of.

MD Tax & Business Advisors, LLC works exclusively with

physicianshelping themorganize theirfinances andavoid costly

financial mistakes. To schedule, an initial phonemeeting enter

here. Don’t forget to visit our website to learnmore about our

firm, MD Tax & Business Advisors, LLC. We can be reached at

787-407-3755.
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INSURANCE PHYSICIANS REALLY

NEED

Working exclusively withmedical doctors as their trusted finan-

cial consultant has givenme the opportunity to understand their

financial challenges. Recently I’ve sat down with numerous

physicians from different specialties who all had one thing

in common, expensive insurance policies. So, I decided to

write this short blog post with what I understand is the correct

insurance almost every medical doctor needs to have. It’s not

meant to be a comprehensive post but rather a place for you to

start learning about the subject. I hope it helps you avoid costly

mistakes.

Insurance You Probably Need

1. Term

2. Disability

3. Umbrella

4. Health

5. Malpractice
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Insurance You Probably Don’t Need

1. Whole Life

Term Policy

A termpolicy is easy tounderstand. It protects yourbeneficiaries

from your unexpected death. They are relatively inexpensive to

purchase and should not require a lot of analysis on your part.

This type of policy can be purchased in different terms, 10, 20, 30

years, etc. Hence, the name Term Policy. The death benefit will

depend on various factors (e.g. current debt, lifestyle, etc.) but

most doctors should have around $2,000,000 in a term policy.

It is so cheap that it should not be an issue. In fact, I see a lot of

MD with too low of a death benefit which can present serious

cash flow problems to the spouse and beneficiaries.

An intern, resident, and fellow with children or a spouse

should definitely look into purchasing a term policy. A lot of

times MDwait till they finish the program to look at this risk. I

think you’ll agree it’s important to protect your beneficiaries.

Disability Insurance

Disability insurance is designed to provide youwith income if an

injuryor illnessprevents you fromworking. If you’re aphysician

who cannot self-insure, meaning if a disability were to occur

you can live out of the assets (cash) you have saved, you need to

seriously consider a disability insurance policy.

Ask yourself these questions:

• What would happen if you became disabled and were unable
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to generate income?

• Howwould youbeable topayyourfinancial responsibilities?

• Would your family be able to survive without your income?

There are lots of differences between Disability Insurance poli-

cies. It’s important you read the entire policy contract before

committing. But generally speaking, a physician will want to

make sure the policy has the following benefits and features:

• Non-Cancellable and Guaranteed Renewable: This feature

prevents the insurance company from canceling or chang-

ing the policy as long as the premiums are paid on time.

• Elimination Period: A typical policy should include a 90-day

elimination period (period of time when benefits are not yet

payable). Consider a 180-elimination period if you think

you can wait that long without causing toomuch financial

hardship as the premiums will be a little lower.

• Benefit Period: This is the period of time your benefits will

be paid. Consider policies that pay up to age 65 or longer.

• Own Occupation: The insurance company will pay benefits

if you are unable to work in your medical specialty even if

you can work elsewhere or decide to do something else.

• Future Increase Option: As your income increases this

option will allow you to increase you DI benefit without

additional medical screening.

• Cost of Living Adjustments: Your benefits will increase

throughout your disability claim.

• Partial Disability: This occurs when you are not fully dis-

abled and because of this are not working full time due to

injury or illness.
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Umbrella Insurance Policy

According to Investopedia: “An umbrella insurance policy is

extra liability insurance coverage that goes beyond the limits of

the insured’s home, auto or watercraft insurance. It provides

an additional layer of security to those who are at risk of being

sued for damages to other people’s property or injuries caused

to others in an accident. It also protects against libel, vandalism,

slander, and invasion of privacy. An umbrella insurance policy

is very helpful when the insurance owner is sued and the dollar

limit of the original policy has been exhausted. The added

coverage provided by the liability insurance is most useful to

individuals who own a lot of assets or very expensive assets and

are significant risk for being sued.”

As a physician, there is always a possibility of being sued. It is

your responsibility to protect your assets and all that you have

worked so hard to obtain.

Health and Malpractice Insurance

I’m not going to bother explaining why you need this. I’m sure

as a physician you understand the importance of both.

Permanent Life Insurance “Whole Life”

Let me dive into this section quickly. My primary issue is

when insurance agents/financial advisors sell permanent life

insurance to physicians who still have 6 figure ($250,000)

student loan debt, they’re not maximizing all of their available

retirement accounts, and have yet to explore other strategies

that would better suit them given their current financial situa-
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tion. It’s worse when this insurance is Whole Life.

Permanent Life Insurances (Variable Life, Universal Life,

Variable Universal Life, Index Universal Life) can have a place

within a holistic comprehensive financial plan but not the

expensive kind a lot of agents and so-called financial advisors

keep selling to their clients. Think about this. How can someone

be called a financial advisor and only sell insurance? What

about tax planning and preparation, investment management,

retirement and debt management (e.g. Student Loans). In fact,

if you are sitting with an advisor who says he/she works with

physicians and they cannot help you with your student loans

just get up and leave. Thank them for their time and leave.

I’m not going to re-invent the wheel here trying to answer

why it is probably not a good idea to purchase this type of policy.

You can read an interesting blog post on this subject from the

White Coat Investor here. For more information check out this

other blog post by the same site, here.

Again, I’m not suggesting life insurance is not important, it

is. Permanent Life Insurance can benefit you in different ways

if purchasing the right kind. More so if part of a comprehensive

financial plan that takes into account all areas of your financial

life. Too often I see physicians with the wrong type of insurance.

Caveat Emptor.

Do you need insurance? Do you have doubts about the

insurance options you are being presented? We can help you

understand all of your alternatives.

MD Tax & Business Advisors, LLC works exclusively with

physicianshelping themorganize theirfinances andavoid costly

financial mistakes. To schedule, an initial phonemeeting enter

here. Don’t forget to visit our website to learnmore about our

firm, MD Tax & Business Advisors, LLC.
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NECESSARY PERMITS TO OPEN

PRIVATE PRACTICE

Permits and Registrations

Themoment you decide to establish your private practice as a

health professional in Puerto Rico youmust keep in mind that

you have to comply with some permits to operate.

• Merchant Certificate of Registry “Certificado de Registro de

Comerciante”

• Use Permit “Permiso de Uso”

To obtain the Use Permit, it is necessary to have the recom-

mendation of the Infrastructure, Health and Safety Units or

certifications of the Authorized Professional or Authorized

Inspector. Prior to making a final determination on a Use

of Permit for a work in which a prior construction permit

has been issued, an inspection by an Authorized Inspector

of Works contracted by the project owner shall be required

before the permit is issued. This inspection must certify the

conformity of the requestedUsePermitwith the requirements of
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the construction permit previously issued andmust befiledwith

the OGPe (“Oficina de Gerencia de Permisos”) by the inspector

himself. Theminimumcost of the application for theUse Permit

is $100. The cost varies depending on the parameters of the

project.

• Certification for Fire Prevention (cost may range from

$50 to $100, depending on the number of square feet

of construction area) “Certificado para la Prevencion de

Incendios”

• Environmental Health Certification (cost $35) “Certificado

de Salud Ambiental”

• Determination of Environmental Compliance via Categor-

ical Exclusion (cost $75) “Determinancion de Exclusión

Categorica”

The Determination of Environmental Compliance via Categori-

cal Exclusion is a permit that certifies that the proposed action

is one that, in the normal course of its execution, will not have

an environmental impact.

Municipal License “Patente Municipal”

Themedical officemust have a municipal license issued by the

municipality where the physician will operate. That license

(permit) will have a cost based on the volume of business (gross

income) of the activity. The law provides that for the first six

months of activity the doctor can operate with a provisional

municipal license, which has no cost. After the first six months

of activity, a municipal license must be applied for and the

payment will be based on the volume of sales for the first six

months (annualized).
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Business Structure

One of the most important things to consider is the business

structure under which you are going to operate. You can choose

to operate as an:

• Individual (DBA “Medical Office X”)

• Regular corporation

• Limited Liability Corporation (“LLC”)

• Professional Services Corporation (“PSC”)

• General Partnership

• Limited Liability Partnership (“LLP”)

The costs to register an entity in the Department of State of

Puerto Rico vary from $150 to $250. When analyzing the

structure of the business, the “tax” factor must be taken into

account as the benefit or the tax burdenmay vary. For example,

a regular corporation and a physician operating as an individual

will not tax in the same way because of several factors, such

as deductions and tax rates that will make the results different.

Before deciding on a business structure you should consider

having your CPA analyze your situation to better understand

which alternative benefits you most. At MD Tax & Business

Advisors, LLC we can help you understand your options.

Employer Identification Number (EIN)

As soon as you know the way (business structure) you are going

to operate, youmust register with the Puerto Rico Department

of State (if you are a legal entity), but before you need to request

an Employer Identification Number (“EIN”) with the Internal

Revenue Service.
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Permit Name

All required permitsmust be in the name of the physician (if you

choose to operate as an individual) unless you have decided to

create a separate entity (e.g. Corporation or Partnership). It’s

important that all of your permits remain up to date to avoid

economic penalties from the different government agencies.

Employer

In addition to the above-mentioned permits, as an employer,

the medical office must register with the following government

agencies:

Internal Revenue Service (IRS)

The employer must withhold 7.65% (6.20% for Social Security

and 1.45% for Medicare) from the wages of each employee and

remit it to the IRS in addition to the portion contributed by

the employer. The employer shall match the amount withheld

from each employee. Each employee will contribute to the

Social Security Administration 15.30% of their wages. Such

withholding can be remitted to the IRS bi-weekly, monthly or

quarterly depending on the amount.

Puerto Rico Treasury Department (PRTD)

The doctor, as an employer, must withhold a percentage of the

wages of its employees, as per the withholding tables, and send

it electronically to the PRTD. This withholding could be on a

weekly, bi-weekly, monthly or quarterly basis. In addition, you
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should prepare and send an electronic payroll tax returnwith the

amount of the wages paid quarterly and the amounts withheld

from these wages. The physician (or medical office) will be

responsible forpreparingeachemployee’s499R-2/W-2PRform

(Withholding Statement) and delivering it to each employee

before January 31 of the following year.

The doctor as an employer must also retain 7% to all inde-

pendent contractors (3% if a partial waiver was obtained). This

withholding must be sent to the PRTD on or before the 10th day

of the followingmonth. The physician (or medical office) will

be responsible for preparing form 480.6A (Informative Return

– Income not Subject to Withholding) or 480.6B (Informative

Return – Income Subject to Withholding) of each independent

contractor anddelivering it or sending it to each one onor before

February 28 of the following year.

Department of Labor and Human Resources

The physician (or medical office) will be responsible for paying

quarterly the State Unemployment Insurance (the employer

contributes 100%) and the Disability Insurance (the employer

contributes 50%) of each employee. State Unemployment

Insurance can vary from 3.30% to 5.4% over the first $7,000

earned by each employee annually. Disability insurance will be

0.60% of the first 9,000 earned annually.

State Insurance Fund Corporation (CFSE)

The State Insurance Fund Corporation is created with the objec-

tive of establishing and administering the workers’ insurance

that every employer must subscribe too so that their workers
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and beneficiaries are compensated in case ofwork accidents that

cause injuries, illness or death. An employer duly insured with

the CFSE fulfills its obligation in law and protects its business

from lawsuits.

The amount of the policy for a medical office will depend, in

addition to the “risk classification”, on the payroll paid in the

previous fiscal year (July 1 to June 30).

We Can Help!

At MD Tax & Business Advisors, LLC we can handle all the

accounting andpermit stuff so you can take care of your patients.

If your thinking about establishing your ownmedical practice

we can help. Contact us at 787-407-3755 or via email at

hermes@mdtaxpr.com.
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LAW 14

Act No. 14 – Incentives Act for the Retention and Return of

Medical Professionals allows a qualified physician the ability to

enjoy the following benefits:

• 4% fixed income tax rate on eligible income.

• 100% exemption on up to $250,000 received from eligible

dividends.

• Eligible to contribute 25% of net income to individual re-

tirements plans (Keogh) or up to 25% of their salary in case

of corporate retirement plans, as after-tax contributions.

• Initial term of 15 years, with the ability to extend 15 addi-

tional years.

Although the law includes generalists it was determined by the

Puerto Rico Department of Health that there is no shortage for

this type of MD. In addition, there are specialists who do not

qualify due to the municipality where they practice medicine.

For more information please click on the following link: Law 14.
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Residents

According to Law 14 a qualified physician is also a medical

residentwho is participating in an accredited residency program

in Puerto Rico.

Time Limit

Keep in mind if you want to obtain this benefit youmust submit

all corresponding applications before February 2019. After this

date, you will no longer be able to obtain the decree. This also

applies to medical residents. Regardless if you have finished

your residency or not you must apply on or before February

2019. Please do notwait until February 2019 to start this process.

There aremultiple steps that take weeks to accomplish. Waiting

until the last minute will surely complicate the process.

More Information

This was just a brief intro to Law 14. Click on the following link

to learn more about the subject including, costs, and process

to obtain the decree, Law 14. Remember at MD Tax & Business

Advisors, LLC we can help you complete this process.
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DISCLOSURE

The information in this book is provided “AS IS” and without

warranties of any kind, either expressed or implied. All written

content in this book is for information purposes only. Opinions

expressed herein are solely those of Hermes Conesa, unless

otherwise specifically cited. To the fullest extent permissible

pursuant to applicable laws, Hermes Conesa disclaim all war-

ranties, expressed or implied, including, but not limited to,

implied warranties of merchantability, non-infringement and

suitability for a particular purpose. Hermes Conesa does not

warrant that the information will be free from error. None of

the information provided in this book is intended as investment,

tax, accounting, legal, or student loan advice. Your use of

the information is at your sole risk. Under no circumstances

shall Hermes Conesa be liable for any direct, indirect, special

or consequential damages that result from the use of, or the

inability to use, the materials in this book, even if Hermes

Conesa has been advised of the possibility of such damages.

In no event shall Hermes Conesa have any liability to you for

damages, losses and causes of action for accessing or reading

this book.
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About the Author

Hermes Conesa (Student Loan Hater) is Managing Director and

Co-Founder at MD Tax & Business Advisors LLC, a tax planning

and consulting firm that specializes in helping physicians get

financially organized.

After spending more than a decade collectively managing

more than$250million in customer investable assets as a Senior

Financial Advisorworking for firms such as Simpleivest, Bank of

America Merrill Lynch, AXA Advisors, and Citigroup he realized

the typical Wall Street approach to advising was not helping

clients achieve their goals.

Hermes is passionate about the fact that clients should always

be at the center of the relationship and no conflicts of interest

should exist when giving out advice. He also believes that

everyone needs a financial plan. Even he has one!

He has a BBA in Finance from the University of South Florida

and an MBA from Florida International University. Hermes

holds the Chartered Retirement Planning Counselor CRPC®

designation from the College of Financial Planning.

To learn more about his firm, visit MD Tax & Business Ad-

visors, LLC. If you wish to schedule a 10-15-minute phone
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consultation to go over your particular financial concerns, you

can access his scheduling tool here. Don’t forget to followMD

Tax & Business Advisors, LLC on Facebook . Also, make sure to

connect with Hermes on LinkedIn.

Check out all of MD Tax & Business Advisors, LLC services

here!

You can connect withme on:

https://mdtaxpr.com/

https://www.facebook.com/mdtaxpr/

https://www.linkedin.com/in/hermesconesa

Subscribe tomy newsletter:

https://mdtaxpr.com/
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