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AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Withdrawal of notice of pro-
posed rulemaking.

SUMMARY: This document withdraws
the notice of proposed rulemaking relat-
ing to the self-employment tax treatment
of members of certain limited liability
companies that was published in the
Federal Register on Thursday, Decem-
ber 29, 1994. The proposed regulations
sought to provide guidance concerning
the¬ applicability¬ of¬ certain¬ self-
employment tax rules to certain mem-
bers of limited liability companies. The
IRS and Treasury have issued new pro-
posed regulations that wil l provide guid-
ance on this issue.

FOR FURTHER INFORMATION CON-
TACT: Robert Honigman, (202) 622–
3050 (not a toll-free number).

SUPPLEMENTARY
INFORMATION:

Backg round

On Thursday, December 29, 1994, the
IRS issued proposed regulations (EE–
45–94 [1995–1 C.B. 853]) relating to
the self-employment tax treatment of
members of certain limited liability
companies (59 FR 67253). Upon consid-
eration of the written comments re-
ceived and the oral comments made at
the public hearing held on June 23,
1995, the IRS has decided to withdraw
those proposed regulations.

*¬ *¬ *¬ *¬ *

Withdrawa l of Notic e of Proposed
Rulemaking
Accordingly, under the authority of 26

U.S.C. 7805, the notice of proposed
rulemaking that was published in the

Federal Register on Thursday, December
29, 1994, at 59 FR 67253, is withdrawn.

Margaret Milner Richardson,
Commissione r of Interna l Revenue.

(Filed by the Office of the Federal Register on
January 10, 1997, 8:45 a.m., and published in the
issue of the Federal Register for January 13, 1997,
62 F.R. 1701)

FOR FURTHER INFORMATION CON-
TACT: Concerning the regulation, Rob-
ert Honigman, (202) 622–3050; concern-
ing submissions and the hearing,
Christina Vasquez, (202) 622–6808 (not
toll-free numbers).

SUPPLEMENTARY
INFORMATION:

Backg round

This document contains proposed
amendments to the Income Tax Regula-
tions (26 CFR part 1) under section
1402 of the Internal Revenue Code and
replaces the notice of proposed rulemak-
ing published in the Federal Register
on December 29, 1994, at 59 FR 67253
(EE–45–94, 1995–1 C.B. 853), that
treated certain members of a limited
liability company (LLC) as limited part-
ners for self-employment tax purposes.
Written comments responding to the
proposed regulations were received, and
a public hearing was held on June 23,
1995.
Under the 1994 proposed regulations,

an individual owning an interest in an
LLC was treated as a limited partner if
(1) the individual lacked the authority to
make management decisions necessary
to conduct the LLC’s business (the
management test), and (2) the LLC
could have been formed as a limited
partnership rather than an LLC in the
same jurisdiction, and the member could
have qualified as a limited partner in the
limited partnership under applicable law
(the limited partner equivalence test).
The intent of the 1994 proposed regula-
tions was to treat owners of an LLC
interest in the same manner as similarly
situated partners in a state law partner-
ship.
Public comments on the 1994 pro-

posed regulations were mixed. While
some commentators were pleased with
the proposed regulations for attempting
to conform the treatment of LLCs with
state law partnerships, others criticized
the 1994 proposed regulations based on
a variety of arguments.
A number of commentators discussed

administrative and compliance problems
with the 1994 proposed regulations. For
example, it was noted that both the
management test and the limited partner
equivalence test depend upon legal or
factual determinations that may be diffi-
cult for taxpayers or the IRS to make
with certainty.
Another commentator pointed out that

basing the self-employment tax treat-
ment of LLC members on state law
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