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Last month, the Internal Revenue Service (the “IRS”) and the Treasury Department (“Treasury”) issued final and
temporary regulations that clarify the employment tax treatment of partners in a partnership that provide services to a
disregarded entity owned by the partnership. The new regulations provide that the partners are treated as self-employed,
rather than as employees of the disregarded entity. As a consequence, the partners are not eligible to participate in, and
may be subject to less favorable tax rules for their benefits under, certain employee benefit plans.

Instead, an individual who is a partner and provides services to the partnership is treated as self-employed. In releasing
the new regulations, the IRS and Treasury requested comments on:

the appropriate application of this principle in the context of tiered partnerships; and–

circumstances in which it may be appropriate to permit a partner also to be an employee of the partnership.–
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If you have any questions regarding the matters covered in this publication, please reach
out to any of the lawyers listed below or your usual Davis Polk contact.

Mary Conway 
+1 212 450 4959
mary.conway@davispolk.com

Jeffrey P. Crandall 
+1 212 450 4880
jeffrey.crandall@davispolk.com

Edmond T. FitzGerald 
+1 212 450 4644
edmond.fitzgerald@davispolk.com

Kyoko Takahashi Lin 
+1 212 450 4706
kyoko.lin@davispolk.com

David H. Schnabel 
+1 212 450 4910
david.schnabel@davispolk.com

Chaoyuan (Charles) Shi 
+1 212 450 3346
charles.shi@davispolk.com

This communication, which we believe may be of interest to our clients and friends of the firm, is for general
information only. It is not a full analysis of the matters presented and should not be relied upon as legal advice.
This may be considered attorney advertising in some jurisdictions. Please refer to the firm’s privacy notice for
further details.

Related materials

Read the full update
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