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Subsec. (b)(3). Pub. L. 106–554, § 1(a)(7) [title I, 
§ 116(b)(4)(A)], substituted ‘‘section 1397C’’ for ‘‘section 
1397B’’ wherever appearing. 

Subsec. (b)(3)(B)(iii). Pub. L. 106–554, § 1(a)(7) [title I, 
§ 116(b)(4)(B)], substituted ‘‘section 1397C(d)’’ for ‘‘sec-
tion 1397B(d)’’. 

Subsec. (f)(3). Pub. L. 106–554, § 1(a)(7) [title I, § 115(a)], 
amended heading and text of par. (3) generally. Prior to 
amendment, text read as follows: ‘‘For purposes of this 
subsection, the term ‘new empowerment zone facility 
bond’ means any bond which would be described in sub-
section (a) if only empowerment zones designated 
under section 1391(g) were taken into account under 
sections 1397B and 1397C.’’ 

1997—Subsec. (b)(2). Pub. L. 105–34, § 955(b), amended 
heading and text of par. (2) generally. Prior to amend-
ment, text read as follows: ‘‘The term ‘qualified zone 
property’ has the meaning given such term by section 
1397C; except that the references to empowerment zones 
shall be treated as including references to enterprise 
communities.’’ 

Subsec. (b)(3). Pub. L. 105–34, § 955(b), amended head-
ing and text of par. (3) generally. Prior to amendment, 
text read as follows: ‘‘The term ‘enterprise zone busi-
ness’ has the meaning given to such term by section 
1397B, except that— 

‘‘(A) references to empowerment zones shall be 
treated as including references to enterprise commu-
nities, and 

‘‘(B) such term includes any trades or businesses 
which would qualify as an enterprise zone business 
(determined after the modification of subparagraph 
(A)) if such trades or businesses were separately in-
corporated.’’ 
Subsec. (f). Pub. L. 105–34, § 953(a), added subsec. (f). 
1996—Subsec. (e)(2). Pub. L. 104–188, which directed 

that par. (2) be amended by striking ‘‘(i)’’ and inserting 
‘‘(A)’’ and by striking ‘‘(ii)’’ and inserting ‘‘(B)’’, could 
not be executed, because par. (2) contained neither 
‘‘(i)’’ nor ‘‘(ii)’’. 

EFFECTIVE DATE OF 2000 AMENDMENT 

Pub. L. 106–554, § 1(a)(7) [title I, § 115(b)], Dec. 21, 2000, 
114 Stat. 2763, 2763A–602, provided that: ‘‘The amend-
ments made by this section [amending this section] 
shall apply to obligations issued after December 31, 
2001.’’ 

Amendment by section 1(a)(7) [title I, § 116(b)(3), (4)] 
of Pub. L. 106–554 applicable to qualified empowerment 
zone assets acquired after Dec. 21, 2000, see section 
1(a)(7) [title I, § 116(c)] of Pub. L. 106–554, set out as a 
note under section 1016 of this title. 

EFFECTIVE DATE OF 1997 AMENDMENT 

Pub. L. 105–34, title IX, § 953(b), Aug. 5, 1997, 111 Stat. 
888, provided that: ‘‘The amendment made by this sec-
tion [amending this section] shall apply to obligations 
issued after the date of the enactment of this Act [Aug. 
5, 1997].’’ 

Pub. L. 105–34, title IX, § 955(c), Aug. 5, 1997, 111 Stat. 
890, provided that: ‘‘The amendments made by this sec-
tion [amending this section] shall apply to obligations 
issued after the date of the enactment of this Act [Aug. 
5, 1997].’’ 

EFFECTIVE DATE OF 1996 AMENDMENT 

Amendment by Pub. L. 104–188 effective as if included 
in the provision of the Revenue Reconciliation Act of 
1993, Pub. L. 103–66, §§ 13001–13444, to which such amend-
ment relates, see section 1703(o) of Pub. L. 104–188, set 
out as a note under section 39 of this title. 

PART III—ADDITIONAL INCENTIVES FOR 
EMPOWERMENT ZONES 

Subpart 

A. Empowerment zone employment credit. 
B. Additional expensing. 
C. Nonrecognition of gain on rollover of em-

powerment zone investments. 

Subpart 

D. General provisions. 

AMENDMENTS 

2000—Pub. L. 106–554, § 1(a)(7) [title I, § 116(b)(6)], Dec. 
21, 2000, 114 Stat. 2763, 2763A–604, added items for sub-
parts C and D and struck out former item for subpart 
C ‘‘General provisions’’. 

SUBPART A—EMPOWERMENT ZONE EMPLOYMENT 
CREDIT 

Sec. 

1396. Empowerment zone employment credit. 
1397. Other definitions and special rules. 

§ 1396. Empowerment zone employment credit 

(a) Amount of credit 

For purposes of section 38, the amount of the 
empowerment zone employment credit deter-
mined under this section with respect to any 
employer for any taxable year is the applicable 
percentage of the qualified zone wages paid or 
incurred during the calendar year which ends 
with or within such taxable year. 

(b) Applicable percentage 

For purposes of this section, the applicable 
percentage is 20 percent. 

(c) Qualified zone wages 

(1) In general 

For purposes of this section, the term 
‘‘qualified zone wages’’ means any wages paid 
or incurred by an employer for services per-
formed by an employee while such employee is 
a qualified zone employee. 

(2) Only first $15,000 of wages per year taken 
into account 

With respect to each qualified zone em-
ployee, the amount of qualified zone wages 
which may be taken into account for a cal-
endar year shall not exceed $15,000. 

(3) Coordination with work opportunity credit 

(A) In general 

The term ‘‘qualified zone wages’’ shall not 
include wages taken into account in deter-
mining the credit under section 51. 

(B) Coordination with paragraph (2) 

The $15,000 amount in paragraph (2) shall 
be reduced for any calendar year by the 
amount of wages paid or incurred during 
such year which are taken into account in 
determining the credit under section 51. 

(d) Qualified zone employee 

For purposes of this section— 

(1) In general 

Except as otherwise provided in this sub-
section, the term ‘‘qualified zone employee’’ 
means, with respect to any period, any em-
ployee of an employer if— 

(A) substantially all of the services per-
formed during such period by such employee 
for such employer are performed within an 
empowerment zone in a trade or business of 
the employer, and 

(B) the principal place of abode of such em-
ployee while performing such services is 
within such empowerment zone. 
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