
Relevant Text from Treasury Guidance on Section 199A 
 
The proposed rule states, on Pages 18-19: 
 
Proposed §1.199A-2(b)(2)(ii) provides a rule for wages paid by a person other than the common law 
employer that is substantially similar to the rule in §1.199-2(a)(2). Specifically, the proposed regulations 
provide that, in determining W-2 wages, a person may take into account any W-2 wages paid by another 
person and reported by the other person on Forms W-2 with the other person as the employer listed in 
Box c of the Forms W-2, provided that the W-2 wages were paid to common law employees or officers of 
the person for employment by the person. In such cases, the person paying the W-2 wages and reporting 
the W-2 wages on Forms W-2 is precluded from taking into account such wages for purposes of 
determining W-2 wages with respect to that person. Persons that pay and report W-2 wages on behalf of 
or with respect to others can include certified professional employer organizations under section 7705, 
statutory employers under section 3401(d)(1), and agents under section 3504. Under this rule, persons 
who otherwise qualify for the deduction under section 199A are not limited in applying the deduction 
merely because they use a third party payor to pay and report wages to their employees. However, with 
respect to individuals who taxpayers assert are their common law employees for purposes of section 
199A, taxpayers are reminded of their duty to file returns and apply the tax law on a consistent basis. 
 
In addition, on pages 130-131: 
 
(ii) Wages paid by a person other than a common law employer. In determining W–2 wages, an 
individual or RPE may take into account any W-2 wages paid by another person and reported by the 
other person on Forms W-2 with the other person as the employer listed in Box c of the Forms W-2, 
provided that the W-2 wages were paid to common law employees or officers of the individual or RPE for 
employment by the individual or RPE. In such cases, the person paying the W-2 wages and reporting the 
W-2 wages on Forms W-2 is precluded from taking into account such wages for purposes of determining 
W-2 wages with respect to that person. For purposes of this subparagraph, persons that pay and report 
W-2 wages on behalf of or with respect to others can include certified professional employer 
organizations under section 7705, statutory employers under section 3401(d)(1), and agents under 
section 3504. 
 


