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stitute agricultural labor as defined in section
3121(g)—

(i) in the case of an individual, if the gross
income derived by him from such trade or busi-
ness is not more than the upper limit, the net
earnings from self-employment derived by him
from such trade or business may, at his option,
be deemed to be 6625 percent of such gross in-
come; or

(ii) in the case of an individual, if the gross
income derived by him from such trade or busi-
ness is more than the upper limit and the net
earnings from self-employment derived by him
from such trade or business (computed under
this subsection without regard to this sentence)
are less than the lower limit, the net earnings
from self-employment derived by him from such
trade or business may, at his option, be deemed
to be the lower limit; and

(iii) in the case of a member of a partnership,
if his distributive share of the gross income of
the partnership derived from such trade or busi-
ness (after such gross income has been reduced
by the sum of all payments to which section
707(c) applies) is not more than the upper limit,
his distributive share of income described in
section 702(a)(8) derived from such trade or busi-
ness may, at his option, be deemed to be an
amount equal to 6625 percent of his distributive
share of such gross income (after such gross in-
come has been so reduced); or

(iv) in the case of a member of a partnership,
if his distributive share of the gross income of
the partnership derived from such trade or busi-
ness (after such gross income has been reduced
by the sum of all payments to which section
707(c) applies) is more than the upper limit and
his distributive share (whether or not distrib-
uted) of income described in section 702(a)(8)
derived from such trade or business (computed
under this subsection without regard to this sen-
tence) is less than the lower limit, his distribu-
tive share of income described in section 702(a)(8)
derived from such trade or business may, at his
option, be deemed to be the lower limit.

For purposes of the preceding sentence, gross in-
come means—

(v) in the case of any such trade or business
in which the income is computed under a cash
receipts and disbursements method, the gross
receipts from such trade or business reduced by
the cost or other basis of property which was
purchased and sold in carrying on such trade or
business, adjusted (after such reduction) in ac-
cordance with the provisions of paragraphs (1)
through (7) and paragraph (9) of this subsec-
tion; and

(vi) in the case of any such trade or business
in which the income is computed under an ac-
crual method, the gross income from such trade
or business, adjusted in accordance with the
provisions of paragraphs (1) through (7) and para-
graph (9) of this subsection;

and, for purposes of such sentence, if an individual
(including a member of a partnership) derives gross
income from more than one such trade or business,
such gross income (including his distributive share
of the gross income of any partnership derived from
any such trade or business) shall be deemed to have
been derived from one trade or business.
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The preceding sentence and clauses (i) through
(iv) of the second preceding sentence shall also
apply in the case of any trade or business (other
than a trade or business specified in such second
preceding sentence) which is carried on by an in-
dividual who is self-employed on a regular basis
as defined in subsection (h), or by a partnership
of which an individual is a member on a regular
basis as defined in subsection (h), but only if such
individual’s net earnings from self-employment as
determined without regard to this sentence in the
taxable year are less than the lower limit and less
than 6625 percent of the sum (in such taxable year)
of such individual’s gross income derived from all
trades or businesses carried on by him and his
distributive share of the income or loss from all
trades or businesses carried on by all the part-
nerships of which he is a member; except that
this sentence shall not apply to more than 5 tax-
able years in the case of any individual, and in no
case in which an individual elects to determine
the amount of his net earnings from self-employ-
ment for a taxable year under the provisions of
the two preceding sentences with respect to a
trade or business to which the second preceding
sentence applies and with respect to a trade or
business to which this sentence applies shall such
net earnings for such year exceed the lower limit.

(b) Self-employment income

The term ‘‘self-employment income’ means the
net earnings from self-employment derived by an
individual (other than a nonresident alien individ-
ual, except as provided by an agreement under
section 233 of the Social Security Act) during any
taxable year; except that such term shall not
include—

(1) in the case of the tax imposed by section
1401(a), that part of the net earnings from self-
employment which is in excess of (i) an amount
equal to the contribution and benefit base (as
determined under section 230 of the Social Se-
curity Act) which is effective for the calendar
year in which such taxable year begins, minus
(ii) the amount of the wages paid to such indi-
vidual during such taxable years; or

(2) the net earnings from self-employment, if
such net earnings for the taxable year are less
than $400.

For purposes of paragraph (1), the term ‘“‘wages’’
(A) includes such remuneration paid to an em-
ployee for services included under an agreement
entered into pursuant to the provisions of section
3121(1) (relating to coverage of citizens of the United
States who are employees of foreign affiliates of
American employers), as would be wages under
section 3121(a) if such services constituted employ-
ment under section 3121(b), and (B) includes com-
pensation which is subject to the tax imposed by
section 3201 or 3211. An individual who is not a
citizen of the United States but who is a resident
of the Commonwealth of Puerto Rico, the Virgin
Islands, Guam, or American Samoa shall not, for
purposes of this chapter be considered to be a
nonresident alien individual. In the case of church
employee income, the special rules of subsection
(3)(2) shall apply for purposes of paragraph (2).

(c) Trade or business

The term ‘‘trade or business’”, when used with
reference to self-employment income or net earn-
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ings from self-employment, shall have the same
meaning as when used in section 162 (relating to
trade or business expenses), except that such term
shall not include—

minister of a church or a member of a religious
order (other than a member of a religious order
who has taken a vow of poverty as a member of
such order) or (B) a Christian Science practi-

(1) the performance of the functions of a pub-
lic office, other than the functions of a public
office of a State or a political subdivision there-
of with respect to fees received in any period in
which the functions are performed in a position
compensated solely on a fee basis and in which
such functions are not covered under an agree-
ment entered into by such State and the Com-
missioner of Social Security pursuant to sec-
tion 218 of the Social Security Act;

(2) the performance of service by an individ-
ual as an employee, other than—

(A) service described in section 3121(b)(14)(B)
performed by an individual who has attained
the age of 18,

(B) service described in section 3121(b)(16),

(C) service described in section 3121(b)(11),
(12), or (15) performed in the United States (as
defined in section 3121(e)(2)) by a citizen of
the United States, except service which con-
stitutes ‘‘employment’’ under section 3121(y),

(D) service described in paragraph (4) of this
subsection,

(E) service performed by an individual as an
employee of a State or a political subdivision
thereof in a position compensated solely on a
fee basis with respect to fees received in any
period in which such service is not covered un-
der an agreement entered into by such State
and the Commissioner of Social Security pur-
suant to section 218 of the Social Security Act,

(F) service described in section 3121(b) (20),
and

(G) service described in section 3121(b)(8)(B);

(3) the performance of service by an individ-
ual as an employee or employee representative
as defined in section 3231;

(4) the performance of service by a duly or-
dained, commissioned, or licensed minister of a
church in the exercise of his ministry or by a
member of a religious order in the exercise of
duties required by such order;

(5) the performance of service by an individ-
ual in the exercise of his profession as a Chris-
tian Science practitioner; or

(6) the performance of service by an individual
during the period for which an exemption under
subsection (g) is effective with respect to him.

tioner, upon filing an application (in such form
and manner, and with such official, as may be
prescribed by regulations made under this chap-
ter) together with a statement that either he is
conscientiously opposed to, or because of reli-
gious principles he is opposed to, the accept-
ance (with respect to services performed by him
as such minister, member, or practitioner) of
any public insurance which makes payments in
the event of death, disability, old age, or retire-
ment or makes payments toward the cost of, or
provides services for, medical care (including
the benefits of any insurance system established
by the Social Security Act) and, in the case of
an individual described in subparagraph (A), that
he has informed the ordaining, commissioning,
or licensing body of the church or order that he
is opposed to such insurance, shall receive an
exemption from the tax imposed by this chap-
ter with respect to services performed by him
as such minister, member, or practitioner. Not-
withstanding the preceding sentence, an exemp-
tion may not be granted to an individual under
this subsection if he had filed an effective waiv-
er certificate under this section as it was in ef-
fect before its amendment in 1967.

(2) Verification of application

The Secretary may approve an application for
an exemption filed pursuant to paragraph (1)
only if the Secretary has verified that the indi-
vidual applying for the exemption is aware of
the grounds on which the individual may re-
ceive an exemption pursuant to this subsection
and that the individual seeks exemption on such
grounds. The Secretary (or the Commissioner
of Social Security under an agreement with the
Secretary) shall make such verification by such
means as prescribed in regulations.

(3) Time for filing application

Any individual who desires to file an applica-
tion pursuant to paragraph (1) must file such
application on or before the due date of the re-
turn (including any extension thereof) for the
second taxable year for which he has net earn-
ings from self-employment (computed without
regard to subsections (c)(4) and (c)(5)) of $400 or
more, any part of which was derived from the

performance of service described in subsection
(c)(@) or (c)(5).

(4) Effective date of exemption

An exemption received by an individual pur-
suant to this subsection shall be effective for
the first taxable year for which he has net earn-
ings from self-employment (computed without
regard to subsections (c)(4) and (c)(5)) of $400 or
more, any part of which was derived from the
performance of service described in subsection
(¢)@) or (c)(b), and for all succeeding taxable
years. An exemption received pursuant to this
subsection shall be irrevocable.

The provisions of paragraph (4) or (5) shall not
apply to service (other than service performed by
a member of a religious order who has taken a
vow of poverty as a member of such order) per-
formed by an individual unless an exemption un-
der subsection (e) is effective with respect to him.

(d) Employee and wages

The term ‘‘employee’ and the term ‘‘wages’’ shall
have the same meaning as when used in chapter
21 (sec. 3101 and following, relating to Federal In-
surance Contributions Act).

(e) Ministers, members of religious orders, and

Christian Science practitioners (f) Partner’s taxable year ending as the result of

death
In computing a partner’s net earnings from self-
employment for his taxable year which ends as a

(1) Exemption

Subject to paragraph (2), any individual who
is (A) a duly ordained, commissioned, or licensed



