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Prop. Reg. Section 1.1402(a)-2(h)  
Computation of net earnings from self-employment. 

. . . 

(h) Definition of limited partner. 
(1) In general. Solely for purposes of section 1402(a)(13) and paragraph (g) of this 
section, an individual is considered to be a limited partner to the extent provided in 
paragraphs (h)(2), (h)(3), (h)(4), and (h)(5) of this section. 

(2) Limited partner. An individual is treated as a limited partner under this paragraph 
(h)(2) unless the individual- 

(i) Has personal liability (as defined in §301.7701-3(b)(2)(ii) of this chapter for 
the debts of or claims against the partnership by reason of being a partner; 

(ii) Has authority (under the law of the jurisdiction in which the partnership is 
formed) to contract on behalf of the partnership; or 

(iii) Participates in the partnership's trade or business for more than 500 hours 
during the partnership's taxable year. 

(3) Exception for holders of more than one class of interest. An individual holding more 
than one class of interest in the partnership who is not treated as a limited partner under 
paragraph (h)(2) of this section is treated as a limited partner under this paragraph (h)(3) 
with respect to a specific class of partnership interest held by such individual if, 
immediately after the individual acquires that class of interest- 

(i) Limited partners within the meaning of paragraph (h)(2) of this section own a 
substantial, continuing interest in that specific class of partnership interest; and, 

(ii) The individual's rights and obligations with respect to that specific class of 
interest are identical to the rights and obligations of that specific class of 
partnership interest held by the limited partners described in paragraph (h)(3)(i) of 
this section. 

(4) Exception for holders of only one class of interest. An individual who is not treated as 
a limited partner under paragraph (h)(2) of this section solely because that individual 
participates in the partnership's trade or business for more than 500 hours during the 
partnership's taxable year is treated as a limited partner under this paragraph (h)(4) with 
respect to the individual's partnership interest if, immediately after the individual acquires 
that interest- 

(i) Limited partners within the meaning of paragraph (h)(2) of this section own a 
substantial, continuing interest in that specific class of partnership interest; and 
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(ii) The individual's rights and obligations with respect to the specific class of 
interest are identical to the rights and obligations of the specific class of 
partnership interest held by the limited partners described in paragraph (h)(4)(i) of 
this section. 

 
(5) Exception for service partners in service partnerships. An individual who is a service 
partner in a service partnership may not be a limited partner under paragraphs (h)(2), 
(h)(3), or (h)(4) of this section. 
 
(6) Additional definitions. Solely for purposes of this paragraph (h)- 

(i) A class of interest is an interest that grants the holder specific rights and 
obligations. If a holder's rights and obligations from an interest are different from 
another holder's rights and obligations, each holder's interest belongs to a separate 
class of interest. An individual may hold more than one class of interest in the 
same partnership provided that each class grants the individual different rights or 
obligations. The existence of a guaranteed payment described in section 707(c) 
made to an individual for services rendered to or on behalf of a partnership, 
however, is not a factor in determining the rights and obligations of a class of 
interest. 
 
(ii) A service partner is a partner who provides services to or on behalf of the 
service partnership's trade or business. A partner is not considered to be a service 
partner if that partner only provides a de minimis amount of services to or on 
behalf of the partnership. 
 
(iii) A service partnership is a partnership substantially all the activities of which 
involve the performance of services in the fields of health, law, engineering, 
architecture, accounting, actuarial science, or consulting. 
 
(iv) A substantial interest in a class of interest is determined based on all of the 
relevant facts and circumstances. In all cases, however, ownership of 20 percent 
or more of a specific class of interest is considered substantial. 
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