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§ 1.1402(a)–7 Net operating loss deduc-
tion. 

The deduction provided by section 
172, relating to net operating losses 
sustained in years other than the tax-
able year, is excluded. 

§ 1.1402(a)–8 Community income. 
(a) In case of an individual. If any of 

the income derived by an individual 
from a trade or business (other than a 
trade or business carried on by a part-
nership) is community income under 
community property laws applicable to 
such income, all of the gross income, 
and the deductions attributable to such 
income, shall be treated as the gross 
income and deductions of the husband 
unless the wife exercises substantially 
all of the management and control of 
such trade or business, in which case 
all of such gross income and deductions 
shall be treated as the gross income 
and deductions of the wife. For the pur-
pose of this special rule, the term 
‘‘management and control’’ means man-
agement and control in fact, not the 
management and control imputed to 
the husband under the community 
property laws. For example, a wife who 
operates a beauty parlor without any 
appreciable collaboration on the part 
of her husband will be considered as 
having substantially all of the manage-
ment and control of such business de-
spite the provision of any community 
property law vesting in the husband 
the right of management and control of 
community property; and the income 
and deductions attributable to the op-
eration of such beauty parlor will be 
considered the income and deductions 
of the wife. 

(b) In case of a partnership. Even 
though a portion of a partner’s dis-
tributive share of the income or loss, 
described in section 702(a)(9), from a 
trade or business carried on by a part-
nership is community income or loss 
under the community property laws 
applicable to such share, all of such 
distributive share shall be included in 
computing the net earnings from self- 
employment of such partner; no part of 
such share shall be taken into account 
in computing the net earnings from 
self-employment of the spouse of such 
partner. In any case in which both 
spouses are members of the same part-

nership, the distributive share of the 
income or loss of each spouse is in-
cluded in computing the net earnings 
from self-employment of that spouse. 

§ 1.1402(a)–9 Puerto Rico. 

(a) Residents. A resident of Puerto 
Rico, whether or not a bona fide resi-
dent thereof during the entire taxable 
year, and whether or not an alien, a 
citizen of the United States, or a cit-
izen of Puerto Rico, shall compute his 
net earnings from self-employment in 
the same manner as would a citizen of 
the United States residing in the 
United States. See paragraph (d) of 
§ 1.1402(b)–1 for regulations relating to 
nonresident aliens. For the purpose of 
the tax on self-employment income, 
the gross income of such a resident of 
Puerto Rico also includes income from 
Puerto Rican sources. Thus, under this 
special rule, income from Puerto Rican 
sources will be included in determining 
net earnings from self-employment of a 
resident of Puerto Rico engaged in the 
active conduct of a trade or business in 
Puerto Rico despite the fact that, 
under section 933, such income may not 
be taken into account for purposes of 
the tax under section 1 or 3. 

(b) Nonresidents. A citizen of Puerto 
Rico who is also a citizen of the United 
States and who is not a resident of 
Puerto Rico will compute his net earn-
ings from self-employment in the same 
manner and subject to the same provi-
sions of law and regulations as other 
citizens of the United States. 

§ 1.1402(a)–10 Personal exemption de-
duction. 

The deduction provided by section 
151, relating to personal exemptions, is 
excluded. 

§ 1.1402(a)–11 Ministers and members 
of religious orders. 

(a) In general. For each taxable year 
ending after 1954 in which a minister or 
member of a religious order is engaged 
in a trade or business, within the 
meaning of section 1402(c) and 
§ 1.1402(c)–5, with respect to service per-
formed in the exercise of his ministry 
or in the exercise of duties required by 
such order, net earnings from self-em-
ployment from such trade or business 
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include the gross income derived dur-
ing the taxable year from any such 
service, less the deductions attrib-
utable to such gross income. For each 
taxable year ending on or after Decem-
ber 31, 1957, such minister or member of 
a religious order shall compute his net 
earnings from self-employment derived 
from the performance of such service 
without regard to the exclusions from 
gross income provided by section 107 
(relating to rental value of parsonages) 
and section 119 (relating to meals and 
lodging furnished for the convenience 
of the employer). Thus, a minister who 
is subject to self-employment tax with 
respect to his services as a minister 
will include in the computation of his 
net earnings from self-employment for 
a taxable year ending on or after De-
cember 31, 1957, the rental value of a 
home furnished to him as remunera-
tion for services performed in the exer-
cise of his ministry or the rental allow-
ance paid to him as remuneration for 
such services irrespective of whether 
such rental value or rental allowance is 
excluded from gross income by section 
107. Similarly, the value of any meals 
or lodging furnished to a minister or to 
a member of a religious order in con-
nection with service performed in the 
exercise of his ministry or as a member 
of such order will be included in the 
computation of his net earnings from 
self-employment for a taxable year 
ending on or after December 31, 1957, 
notwithstanding the exclusion of such 
value from gross income by section 119. 

(b) In employ of American employer. If 
a minister or member of a religious 
order engaged in a trade or business de-
scribed in section 1402(c) and § 1.1402(c)– 
5 is a citizen of the United States and 
performs service, in his capacity as a 
minister or member of a religious 
order, as an employee of an American 
employer, as defined in section 3121(h) 
and the regulations thereunder in Part 
31 of this chapter (Employment Tax 
Regulations), his net earnings from 
self-employment derived from such 
service shall be computed as provided 
in paragraph (a) of this section but 
without regard to the exclusions from 
gross income provided in section 911, 
relating to earned income from sources 
without the United States, and section 
931, relating to income from sources 

within possessions of the United 
States. Thus, even though all the in-
come of the minister or member for 
service of the character to which this 
paragraph is applicable was derived 
from sources without the United 
States, or from sources within posses-
sions of the United States, and there-
fore may be excluded from gross in-
come, such income is included in com-
puting net earnings from self-employ-
ment. 

(c) Minister in a foreign country whose 
congregation is composed predominantly 
of citizens of the United States—(1) Tax-
able years ending after 1956. For any tax-
able year ending after 1956, a minister 
of a church, who is engaged in a trade 
or business within the meaning of sec-
tion 1402(c) and § 1.1402(c)–5, is a citizen 
of the United States, is performing 
service in the exercise of his ministry 
in a foreign country, and has a con-
gregation composed predominantly of 
United States citizens, shall compute 
his net earnings from self-employment 
derived from his services as a minister 
for such taxable year without regard to 
the exclusion from gross income pro-
vided in section 911, relating to earned 
income from sources without the 
United States. For taxable years end-
ing on or after December 31, 1957, such 
minister shall also disregard sections 
107 and 119 in the computation of his 
net earnings from self-employment. 
(See paragraph (a) of this section.) For 
purposes of section 1402(a)(8) and this 
paragraph a ‘‘congregation composed 
predominantly of citizens of the United 
States’’ means a congregation the ma-
jority of which throughout the greater 
portion of its minister’s taxable year 
were United States citizens. 

(2) Election for taxable years ending 
after 1954 and before 1957. (i) A minister 
described in subparagraph (1) of this 
paragraph who, for a taxable year end-
ing after 1954 and before 1957, had in-
come from service described in such 
subparagraph which would have been 
included in computing net earnings 
from self-employment if such income 
had been derived in a taxable year end-
ing after 1956 by an individual who had 
filed a waiver certificate under section 
1402(e), may elect to have section 
1402(a)(8) and subparagraph (1) of this 
paragraph apply to his income from 
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such service for his taxable years end-
ing after 1954 and before 1957. If such 
minister filed a waiver certificate prior 
to August 1, 1956, in accordance with 
§ 1.1402(e)(1)–1, or he files such a waiver 
certificate on or before the due date of 
his return (including any extensions 
thereof) for his last taxable year end-
ing before 1957, he must make such 
election on or before the due date of his 
return (including any extensions there-
of) for such taxable year or before April 
16, 1957, whichever is the later. If the 
waiver certificate is not so filed, the 
minister must make his election on or 
before the due date of the return (in-
cluding any extensions thereof) for his 
first taxable year ending after 1956. 
Notwithstanding the expiration of the 
period prescribed by section 1402(e)(2) 
for filing such waiver, the minister 
may file a waiver certificate at the 
time he makes the election. In no 
event shall an election be valid unless 
the minister files prior to or at the 
time of the election a waiver certifi-
cate in accordance with § 1.1402(e)(1)–1. 

(ii) The election shall be made by fil-
ing with the district director of inter-
nal revenue with whom the waiver cer-
tificate, Form 2031, is filed a written 
statement indicating that, by reason of 
the Social Security Amendments of 
1956, the minister desires to have the 
Federal old-age, survivors, and dis-
ability insurance system established by 
title II of the Social Security Act ex-
tended to his services performed in a 
foreign country as a minister of a con-
gregation composed predominantly of 
United States citizens beginning with 
the first taxable year ending after 1954 
and prior to 1957 for which he had in-
come from such services. The state-
ment shall be dated and signed by the 
minister and shall clearly state that it 
is an election for retroactive self-em-
ployment tax coverage under the Self- 
Employment Contributions Act of 1954. 
In addition, the statement shall in-
clude the following information: 

(a) The name and address of the min-
ister. 

(b) His social security account num-
ber, if he has one. 

(c) That he is a duly ordained, com-
missioned, or licensed minister of a 
church. 

(d) That he is a citizen of the United 
States. 

(e) That he is performing services in 
the exercise of his ministry in a foreign 
country. 

(f) That his congregation is composed 
predominantly of citizens of the United 
States. 

(g)(1) That he has filed a waiver cer-
tificate and, if so, where and under 
what circumstances the certificate was 
filed and the taxable year for which it 
is effective; or (2) that he is filing a 
waiver certificate with his election for 
retroactive coverage and, if so, the tax-
able year for which it is effective. 

(h) That he has or has not filed in-
come tax returns for his taxable years 
ending after 1954 and before 1957. If he 
has filed such returns, he shall state 
the years for which they were filed and 
indicate the district director of inter-
nal revenue with whom they were filed. 

(iii) Notwithstanding section 
1402(e)(3), a waiver certificate filed pur-
suant to § 1.1402(e)(1)–1 by a minister 
making an election under this para-
graph shall be effective (regardless of 
when such certificate is filed) for such 
minister’s first taxable year ending 
after 1954 in which he had income from 
service described in subparagraph (1) of 
this paragraph or for the taxable year 
of the minister prescribed by section 
1402(e)(3), if such taxable year is ear-
lier, and for all succeeding taxable 
years. 

(iv) No interest or penalty shall be 
assessed or collected for failure to file 
a return within the time prescribed by 
law if such failure arises solely by rea-
son of an election made by a minister 
pursuant to this paragraph or for any 
underpayment of self-employment in-
come tax arising solely by reason of 
such election, for the period ending 
with the date such minister makes an 
election pursuant to this paragraph. 

(d) Treatment of certain remuneration 
paid in 1955 and 1956 as wages. For 
treatment of remuneration paid to an 
individual for service described in sec-
tion 3121(b)(8)(A) which was erro-
neously treated by the organization 
employing him as employment with-in 
the meaning of chapter 21 of the Inter-
nal Revenue Code, see § 1.1402(e)(4)–1. 
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