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Reg. Section 301.7701-2(a) 
Business entities; definitions 
 
 

(a) Business entities. For purposes of this section and § 301.7701-3, a business entity is any 
entity recognized for federal tax purposes (including an entity with a single owner that 
may be disregarded as an entity separate from its owner under § 301.7701-3) that is not 
properly classified as a trust under § 301.7701-4 or otherwise subject to special treatment 
under the Internal Revenue Code. A business entity with two or more members is 
classified for federal tax purposes as either a corporation or a partnership. A business 
entity with only one owner is classified as a corporation or is disregarded; if the entity is 
disregarded, its activities are treated in the same manner as a sole proprietorship, branch, 
or division of the owner. But see paragraphs (c)(2)(iv) and (v) of this section for special 
employment and excise tax rules that apply to an eligible entity that is otherwise 
disregarded as an entity separate from its owner. 
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