SELF-EMPLOYED PENSION PLANS ‘ 7

[(B) EARNED INCOME WHEN BOTH PERSONAL SERVICES AND CAPITAL
ARE MATERIAL INCOME-PRODUCING FAcTORS.—In applying section
911(b) for purposes of subparagraph (A), in the case of an individual
who is an employee within the meaning of paragraph (1) and who is
engaged in a trade or business in which both personal services and
capital are material income-producing factors and with respect to
which the individual actually renders personal services on a full-time,
or substantially full-time, basis, so much of his share of the net profits
of such trade or business as does not exceed $2,500 shall be considered
as earned income. In the case of any such individual who is engaged
in more than one trade or business with respect to which he actually
renders substantial personal services, if with respect to all such trades
or businesses he actually renders personal services on a full-time, or
substantially full-time, basis, there shall be considered as earned
income with respect to the trades or businesses in which both personal
services and capital are material income-producing factors—

[() so much of his share of the net profits of such trades or
businesses as does not exceed $2,500, reduced by
[(i) his share of the net profits of any trade or business in
which only personal services is a material income-producing factor.
The preceding sentences shall not be construed to reduce the share of
net profits of any trade or business which under the second sentence
of section 911(b) would be considered as earned income of any such
individual.] _

(2) E4rNeDp IncoME—The term ‘“‘earned income” means the net
earnings from self-employment (as defined in section 140%(a)), but
such net earnings shall be determined— ,

(A) only with respect to a trade or business in which personal
services of the taxpayer are a material income-producing factor,
(B) without regard to paragraphs (4) and (§) of sectron 1402(c),
(O) in the case of any individual who is treated as an employee
under sections 3121(d)(3) (A), (O), or (D), without regard to
paragraph (2) of section 1402(c), and
(D) without regard to items which are not included in gross
income for purposes of this chapter, and the deductions properly
allocable to or chargeable against such items.
For purposes of this paragraph, section 1402, as in effect for a tazable
year ending on December 31, 1962, shall be treated as having been in
effect for all taxable years ending before such date.

(3) OwWNER-EMPLOYEE.—The term ‘owner-employee”’ means an

employee who—
(A) owns the entire interest in an unincorporated trade or
business, or
(B) in the case of a partnership, is a partner who owns more
than 10 percent of either the capital interest or the profits interest
in such partnership.
To the extent provided in regulations prescribed by the Secretary or
his delegate, such term also means an individual who has been an
owner-employee within the meaning of the preceding sentence.

(4) EMPLoYER.—An individual who owns the entire interest in an
unincorporated trade or business shall be treated as his own employer.
A partnership shall be treated as the employer of each partner who
is an employee within the meaning of paragraph (1).
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