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the members of that individual’s fam-
ily). 

(c) We do not apply the rules in this 
section if the non-agricultural services 
are performed in connection with a 
trade or business separate and distinct 
from the agricultural trade or business. 
A roadside automobile service station 
on a farm is a trade or business sepa-
rate and distinct from the agricultural 
trade or business, and the gross income 
from the service station, less the de-
ductions attributable to it, is to be 
considered in determining net earnings 
from self-employment. 

(d) We consider a sharefarmer (see 
§ 404.1068(c)) or a materially partici-
pating owner or tenant (see 
§ 404.1082(c)) to be engaged in an agri-
cultural trade or business. We use the 
rules in this section to determine 
whether a farm crew leader who is self- 
employed (see § 404.1074) is engaged in 
an agricultural trade or business. 

§ 404.1096 Self-employment income. 
(a) General. Self-employment income 

is the amount of your net earnings 
from self-employment that is subject 
to social security tax and counted for 
social security benefit purposes. The 
term self-employment income means the 
net earnings from self-employment you 
derive in a taxable year, except as de-
scribed in paragraphs (b), (c) and (d) of 
this section. 

(b) Maximum self-employment income. 
(1) The term self-employment income 
does not include that part of your net 
earnings from self-employment that 
exceeds (or that part of your net earn-
ings from self-employment which, 
when added to the wages you received 
in that taxable year, exceeds)— 

Taxable year Amount 

Ending before 1955 ........................................... $3,600 
Ending in 1955 through 1958 ............................ 4,200 
Ending in 1959 through 1965 ............................ 4,800 
Ending in 1966 and 1967 .................................. 6,600 
Ending after 1967 and beginning before 1972 7,800 
Beginning in 1972 .............................................. 9,000 
Beginning in 1973 .............................................. 10,800 
Beginning in 1974 .............................................. 13,200 
Beginning in 1975 .............................................. 14,100 
Beginning in 1976 .............................................. 15,300 
Beginning in 1977 .............................................. 16,500 
Beginning in 1978 .............................................. 17,700 
Beginning in 1979 .............................................. 22,900 
Beginning in 1980 .............................................. 25,900 
Beginning in 1981 .............................................. 29,700 
Beginning in 1982 .............................................. 32,400 
Beginning in 1983 .............................................. 35,700 

Taxable year Amount 

Beginning in 1984 .............................................. 37,800 
Beginning in 1985 .............................................. 39,600 
Beginning in 1986 .............................................. 42,000 
Beginning in 1987 .............................................. 43,800 
Beginning in 1988 .............................................. 45,000 
Beginning in 1989 .............................................. 48,000 
Beginning in 1990 .............................................. 51,300 
Beginning in 1991 .............................................. 53,400 
Beginning in 1992 .............................................. 55,500 

(2) For the purpose of this paragraph 
the term wages includes remuneration 
paid to an employee for services cov-
ered by an agreement entered into 
under section 218 of the Act, or an 
agreement entered into under section 
3121(l) of the Code, which would be 
wages under section 209 of Act if the 
services were considered employment 
under section 210(a) of the Act. 

(c) Minimum net earnings from self em-
ployment. (1) Self-employment income 
does not include your net earnings 
from self-employment when the 
amount of those earnings for the tax-
able year is less than $400. If you have 
only $300 of net earnings from self-em-
ployment for the taxable year you 
would not have any self-employment 
income. (Special rules apply if you are 
paid $100 or more and work for a 
church or church-controlled organiza-
tion that has exempted its employees 
(see § 404.1068(f)).) 

(2) If you have net earnings from self- 
employment of $400 or more for the 
taxable year you may have less than 
$400 of creditable self-employment in-
come. This occurs where your net earn-
ings from self-employment is $400 or 
more for a taxable year and the 
amount of your net earnings from self- 
employment plus the amount of the 
wages paid to you during that taxable 
year exceed the maximum creditable 
earnings for a year. For example, if you 
had net earnings from self-employment 
of $1,000 for 1978, and were also paid 
wages of $17,500 during 1978, your cred-
itable self-employment income for 1978 
would be $200. 

(d) Nonresident aliens. A nonresident 
alien has self-employment income only 
if coverage is provided under a total-
ization agreement [see § 404.1913]. We do 
not consider an individual who is a 
resident of the Commonwealth of Puer-
to Rico, the Virgin Islands, Guam, the 
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Commonwealth of the Northern Mar-
iana Islands, or American Samoa to be 
a nonresident alien. 

[45 FR 20075, Mar. 27, 1980, as amended at 50 
FR 36575, Sept. 9, 1985; 52 FR 8250, Mar. 17, 
1987; 57 FR 44098, Sept. 24, 1992; 69 FR 51556, 
Aug. 20, 2004] 

Subpart L [Reserved] 

Subpart M—Coverage of Employ-
ees of State and Local Gov-
ernments 

AUTHORITY: Secs. 205, 210, 218, and 702(a)(5) 
of the Social Security Act (42 U.S.C. 405, 410, 
418, and 902(a)(5)); sec. 12110, Pub. L. 99–272, 
100 Stat. 287 (42 U.S.C. 418 note); sec. 9002, 
Pub. L. 99–509, 100 Stat. 1970. 

SOURCE: 53 FR 32976, Aug. 29, 1988, unless 
otherwise noted. 

GENERAL 

§ 404.1200 General. 
(a) Coverage under section 218 of the 

Act. Under section 218 of the Social Se-
curity Act (the Act) a State may ask 
the Commissioner of Social Security to 
enter into an agreement to extend Fed-
eral old-age, survivors, disability and 
hospital insurance coverage to groups 
of employees of the State and its polit-
ical subdivisions. The Commissioner 
shall enter into such an agreement. 
State and local government employees, 
after being covered under an agree-
ment, have the same benefit rights and 
responsibilities as other employees 
who are mandatorily covered under the 
programs. For payments due on wages 
paid before 1987, the State assumes full 
financial and reporting responsibility 
for all groups covered under its agree-
ment. The agreement may not be ter-
minated in its entirety or with respect 
to any coverage group under that 
agreement. For payments due on wages 
paid in the year 1987 and years later, 
section 9002 of Pub. L. 99–509 amends 
section 218 of the Act by transferring 
responsibility for collecting contribu-
tions due and receiving wage reports 
from the Social Security Administra-
tion (SSA) to the Internal Revenue 
Service (IRS). Sections of the regula-
tions wholly or partly affected by this 
amendment to the Act are appended 

with the phrase ‘‘—for wages paid prior 
to 1987.’’ 

(b) Mandatory old-age, survivors, dis-
ability, and hospital insurance coverage. 
Under section 210(a)(7)(F) of the Act, 
mandatory old-age, survivors, dis-
ability, and hospital insurance cov-
erage is extended to certain services 
performed after July 1, 1991, by individ-
uals who are employees of a State 
(other than the District of Columbia, 
Guam, the Commonwealth of the 
Northern Mariana Islands, or American 
Samoa), a political subdivision of the 
State, or any wholly owned instrumen-
tality of one or more of the foregoing, 
and who are not members of the em-
ployer’s retirement system. Certain 
services are excluded from such manda-
tory coverage (see § 404.1020(a)(3). 

[53 FR 32976, Aug. 29, 1988, as amended at 57 
FR 59911, Dec. 17, 1992; 62 FR 38450, July 18, 
1997; 69 FR 51556, Aug. 20, 2004] 

§ 404.1201 Scope of this subpart re-
garding coverage and wage reports 
and adjustments. 

This subpart contains the rules of 
SSA about: 

(a) Coverage under section 218 of the 
Act— 

(1) How a State enters into and modi-
fies an agreement; and 

(2) What groups of employees a State 
can cover by agreement. 

(b) Contributions, wage reports, and 
adjustments—for wages paid prior to 
1987— 

(1) How a State must identify covered 
employees and what records it must 
keep on those employees; 

(2) Periodic reviews of the source 
records kept on covered employees; 

(3) How and when a State must report 
wages and pay contributions; 

(4) What the State’s liability for con-
tributions is and how SSA figures the 
amount of those contributions; 

(5) What happens if a State fails to 
pay its contributions timely; 

(6) How errors in reports and con-
tribution payments are corrected; 

(7) How overpayments of contribu-
tions are credited or refunded; 

(8) How assessments are made if con-
tributions are underpaid; and 

VerDate Mar<15>2010 10:34 May 21, 2013 Jkt 229065 PO 00000 Frm 00327 Fmt 8010 Sfmt 8010 Y:\SGML\229065.XXX 229065er
ow

e 
on

 D
S

K
2V

P
T

V
N

1P
R

O
D

 w
ith

 C
F

R


		Superintendent of Documents
	2013-06-03T14:19:36-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




