Section 6109.—Identifying
Numbers

26 CFR 301.6109-1: Identifying numbers.
(Also § 301.7701-3.)

Employer Identification Numbers.
This ruling provides guidance on the
retention of an entity’s employer identifi-
cation number upon changing under
§ 301.7701-3 from a partnership to a dis-
regarded entity or from a disregarded
entity to a partnership.
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ISSUES

(2) If an entity classified as a partner-
ship becomes disregarded as an entity
separate from its owner (disregarded
entity) for federal tax purposes and if the
disregarded entity chooses to calculate,
report, and pay its employment tax obli-
gations under its own name and employer
identification number (EIN) pursuant to
Notice 99-6 (1999-1 C.B. 321) does the
disregarded entity retain the same EIN it
used as a partnership?

(2) If an entity classified as a disre-
garded entity for federal tax purposes cal-
culates, reports, and pays its employment
tax obligations under its own name and
EIN pursuant to Notice 996 and if the
federal tax classification of that entity
changes to a partnership, does the part-
nership retain the same EIN it used as a
disregarded entity?

FACTS

In each of the following situations, the
eligible entity (as defined in § 301.7701—
3(a) of the Procedure and Administra-
tion Regulations) does not elect under

§ 301.7701-3(c) to be treated as an asso-
ciation for federal tax purposes at any
time.

Stuation 1. X, an digible entity classi-
fied as a partnership, becomes a disre-
garded entity for federal tax purposes
when the entity’s ownership is reduced to
one member. (See, for example, Rev. Rul.
99-6 (1999-1 C.B. 432.) X chooses to
calculate, report, and pay its employment
tax obligations under its own name and
EIN pursuant to Notice 99-6.

Stuation 2. Y is a disregarded entity
for federal tax purposes. Pursuant to
Notice 99-6, Y calculates, reports, and
pays its employment tax obligations
under its own name and EIN. Y becomes
a partnership for federal tax purposes
when the entity’s ownership expands to
include more than one member. (See, for
example, Rev. Rul. 99-5 (1999-1 C.B.
434.)

LAW & ANALYSIS

Section 6109(a)(1) of the Internal Rev-
enue Code provides that any person
required to make a return, statement, or
other document shall include in the
return, statement, or other document the
identifying number as may be prescribed
for securing proper identification of the
person.

Section 301.6109-1(h)(1) provides
that any entity that has an EIN will retain
that EIN if its federa tax classification
changes under § 301.7701-3.

Section 301.6109-1(h)(2)(i) provides
that except as otherwise provided in
regulations or other guidance, a single
owner entity that is disregarded as an
entity separate from its owner under
§ 301.7701-3 must use its owner's tax-
payer identification number (TIN) for
federal tax purposes.

Section 301.6109-1(h)(2)(ii) provides
that if a single owner entity’s classifica-
tion changes so that it is recognized as a
separate entity for federal tax purposes,
and that entity had an EIN, then the entity
must use that EIN and not the TIN of the
single owner. If the entity did not already

have its own EIN, then the entity must
acquire an EIN and not use the TIN of the
single owner.

Section 301.7701-3(a) provides that a
business entity that is not classified as a
corporation under § 301.7701-2(b)(1),
3), (4, (5), (6), (7), or (8) (an €ligible
entity) can elect its classification for fed-
eral tax purposes. An dligible entity with
at least two members can elect to be clas-
sified as either an association (and thus a
corporation under § 301.7701-2(b)(2)) or
a partnership, and an eligible entity with
a single owner can elect to be classified
as an association or to be disregarded as
an entity separate from its owner.

Section 301.7701-3(f)(2) provides that
an eligible entity classified as a partner-
ship becomes a disregarded entity when
the entity’ s membership is reduced to one
member. A disregarded entity becomes
classified as a partnership when the enti-
ty’s membership is increased to more
than one member.

Notice 99-6 provides that the Service
generally will accept reporting and pay-
ment of employment taxes with respect to
the employees of a disregarded entity if
made in one of two ways: (1) calculation,
reporting, and payment of all employment
tax obligations with respect to employees
of a disregarded entity by its owner (as
though the employees of the disregarded
entity are employed directly by the
owner) and under the owner’s name and
TIN; or (2) separate calculation, report-
ing, and payment of al employment tax
obligations by each state law entity with
respect to its employees under its own
name and TIN.

In Stuation 1, X's change in federal
tax classification from a partnership to a
disregarded entity is a change described
in § 301.7701-3(f)(2). Thus X is required
to retain its EIN under § 301.6109-
1(h)(1) if it chooses to calculate, report,
and pay its employment tax obligations
under its own name and EIN pursuant to
Notice 99-6 upon its federal tax classifi-
cation changing to a disregarded entity.
For all federal tax purposes other than
employment obligations or except as oth-
erwise provided in regulations or other



guidance, X must use the TIN of its
owner pursuant to § 301.6109-1(h)(2)(i).

In Stuation 2, because Y calculates,
reports, and pays its employment tax obli-
gations under its own name and EIN prior
to its federal tax classification changing
from a disregarded entity to a partnership,
§ 301.6109-1(h)(2)(ii) requires that Y
retain its EIN for use for all federa tax
purposes as a partnership.

HOLDINGS

(1) If an entity classified as a partner-
ship becomes a disregarded entity for fed-
eral tax purposes and if the disregarded
entity chooses to calculate, report, and
pay its employment tax obligations under
its own name and EIN pursuant to Notice
99-6, the disregarded entity must retain
the same EIN for employment tax pur-
poses it used as a partnership. For all fed-
eral tax purposes other than employment
obligations or except as otherwise pro-

vided in regulations or other guidance, a
disregarded entity must use the TIN of its
owner.

(2) If an entity classified as a disre-
garded entity for federal tax purposes cal-
culates, reports, and pays its employment
tax obligations under its own name and
EIN pursuant to Notice 99-6 and if the
federal tax classification of that entity
changes to a partnership, the partnership
must retain the same EIN it used as adis-
regarded entity.
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