§1400U-2

(B) Recovery zone facility bonds

There is a national recovery zone facility
bond limitation of $15,000,000,000.
(b) Recovery zone

For purposes of this part, the term ‘‘recovery
zone’’ means—

(1) any area designated by the issuer as hav-
ing significant poverty, unemployment, rate
of home foreclosures, or general distress,

(2) any area designated by the issuer as eco-
nomically distressed by reason of the closure
or realignment of a military installation pur-
suant to the Defense Base Closure and Re-
alignment Act of 1990, and

(3) any area for which a designation as an
empowerment zone or renewal community is
in effect.

(Added Pub. L. 111-5, div. B, title I, §1401(a), Feb.
17, 2009, 123 Stat. 348.)

REFERENCES IN TEXT

The Defense Base Closure and Realignment Act of
1990, referred to in subsec. (b)(2), is part A of title XXIX
of div. B of Pub. L. 101-510, Nov. 5, 1990, 104 Stat. 1808,
which is set out as a note under section 2687 of Title 10,
Armed Forces. For complete classification of this Act
to the Code, see Tables.

EFFECTIVE DATE

Pub. L. 111-5, div. B, title I, §1401(c), Feb. 17, 2009, 123
Stat. 351, provided that: ‘“The amendments made by
this section [enacting this part] shall apply to obliga-
tions issued after the date of the enactment of this Act
[Feb. 17, 2009].”

§1400U-2. Recovery zone economic development
bonds

(a) In general

In the case of a recovery zone economic devel-
opment bond—
(1) such bond shall be treated as a qualified
bond for purposes of section 6431, and
(2) subsection (b) of such section shall be ap-
plied by substituting ‘45 percent’’ for ‘‘35 per-
cent”.
(b) Recovery zone economic development bond
(1) In general

For purposes of this section, the term ‘‘re-
covery zone economic development bond”
means any build America bond (as defined in
section 54AA(d)) issued before January 1, 2011,
as part of issue if—

(A) 100 percent of the excess of—

(i) the available project proceeds (as de-
fined in section 54A) of such issue, over

(ii) the amounts in a reasonably required
reserve (within the meaning of section
150(a)(3)) with respect to such issue,

are to be used for one or more qualified eco-
nomic development purposes, and
(B) the issuer designates such bond for pur-
poses of this section.
(2) Limitation on amount of bonds designated

The maximum aggregate face amount of
bonds which may be designated by any issuer
under paragraph (1) shall not exceed the
amount of the recovery zone economic devel-
opment bond limitation allocated to such is-
suer under section 1400U-1.
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(c) Qualified economic development purpose

For purposes of this section, the term ‘‘quali-
fied economic development purpose’ means ex-
penditures for purposes of promoting develop-
ment or other economic activity in a recovery
zone, including—

(1) capital expenditures paid or incurred
with respect to property located in such zone,

(2) expenditures for public infrastructure
and construction of public facilities, and

(3) expenditures for job training and edu-
cational programs.

(Added Pub. L. 111-5, div. B, title I, §1401(a), Feb.
17, 2009, 123 Stat. 349.)

§ 1400U-3. Recovery zone facility bonds
(a) In general

For purposes of part IV of subchapter B (relat-
ing to tax exemption requirements for State and
local bonds), the term ‘‘exempt facility bond”
includes any recovery zone facility bond.

(b) Recovery zone facility bond

(1) In general

For purposes of this section, the term ‘‘re-
covery zone facility bond”’ means any bond is-
sued as part of an issue if—

(A) 95 percent or more of the net proceeds

(as defined in section 150(a)(3)) of such issue

are to be used for recovery zone property,

(B) such bond is issued before January 1,

2011, and

(C) the issuer designates such bond for pur-
poses of this section.
(2) Limitation on amount of bonds designated

The maximum aggregate face amount of
bonds which may be designated by any issuer
under paragraph (1) shall not exceed the
amount of recovery zone facility bond limita-
tion allocated to such issuer under section
1400U-1.

(c) Recovery zone property
For purposes of this section—
(1) In general

The term ‘‘recovery zone property’’ means
any property to which section 168 applies (or
would apply but for section 179) if—

(A) such property was constructed, recon-
structed, renovated, or acquired by purchase
(as defined in section 179(d)(2)) by the tax-
payer after the date on which the designa-
tion of the recovery zone took effect,

(B) the original use of which in the recov-
ery zone commences with the taxpayer, and

(C) substantially all of the use of which is
in the recovery zone and is in the active con-
duct of a qualified business by the taxpayer
in such zone.

(2) Qualified business

The term ‘‘qualified business” means any
trade or business except that—

(A) the rental to others of real property lo-
cated in a recovery zone shall be treated as
a qualified business only if the property is
not residential rental property (as defined in
section 168(e)(2)), and

(B) such term shall not include any trade
or business consisting of the operation of
any facility described in section 144(c)(6)(B).
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(3) Special rules for substantial renovations
and sale-leaseback

Rules similar to the rules of subsections
(a)(2) and (b) of section 1397D shall apply for
purposes of this subsection.
(d) Nonapplication of certain rules

Sections 146 (relating to volume cap) and
147(d) (relating to acquisition of existing prop-
erty not permitted) shall not apply to any re-
covery zone facility bond.

(Added Pub. L. 111-5, div. B, title I, §1401(a), Feb.
17, 2009, 123 Stat. 350.)

CHAPTER 2—TAX ON SELF-EMPLOYMENT

INCOME
Sec.
1401. Rate of tax.
1402. Definitions.
1403. Miscellaneous provisions.

§1401. Rate of tax
(a) Old-age, survivors, and disability insurance

In addition to other taxes, there shall be im-
posed for each taxable year, on the self-employ-
ment income of every individual, a tax equal to
12.4 percent of the amount of the self-employ-
ment income for such taxable year.

(b) Hospital insurance
(1) In general

In addition to the tax imposed by the pre-
ceding subsection, there shall be imposed for
each taxable year, on the self-employment in-
come of every individual, a tax equal to 2.9
percent of the amount of the self-employment
income for such taxable year.

(2) Additional tax
(A) In general

In addition to the tax imposed by para-
graph (1) and the preceding subsection, there
is hereby imposed on every taxpayer (other
than a corporation, estate, or trust) for each
taxable year beginning after December 31,
2012, a tax equal to 0.9 percent of the self-
employment income for such taxable year
which is in excess of—

(i) in the case of a joint return, $250,000,

(ii) in the case of a married taxpayer (as
defined in section 7703) filing a separate re-
turn, Y2 of the dollar amount determined
under clause (i), and

(iii) in any other case, $200,000.

(B) Coordination with FICA

The amounts under clause (i), (ii), or (iii)
(whichever is applicable) of subparagraph (A)
shall be reduced (but not below zero) by the
amount of wages taken into account in de-
termining the tax imposed under section
3121(b)(2) with respect to the taxpayer.

(c) Relief from taxes in cases covered by certain
international agreements

During any period in which there is in effect
an agreement entered into pursuant to section
233 of the Social Security Act with any foreign
country, the self-employment income of an indi-
vidual shall be exempt from the taxes imposed
by this section to the extent that such self-em-
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ployment income is subject under such agree-
ment exclusively to the laws applicable to the
social security system of such foreign country.

(Aug. 16, 1954, ch. 736, 68A Stat. 353; Sept. 1, 1954,
ch. 1206, title II, §208(a), 68 Stat. 1093; Aug. 1,
1956, ch. 836, title II, §202(a), 70 Stat. 845; Pub. L.
85-840, title IV, §401(a), Aug. 28, 1958, 72 Stat.
1041; Pub. L. 87-64, title II, §201(a), June 30, 1961,
75 Stat. 140; Pub. L. 89-97, title I, §111(c)(4), title
II1, §321(a), July 30, 1965, 79 Stat. 342, 394; Pub. L.
90-248, title I, §109(a)(1), (b)(1), Jan. 2, 1968, 81
Stat. 835, 836; Pub. L. 92-336, title II, §204 (a)(1),
(b)), July 1, 1972, 86 Stat. 420, 421; Pub. L.
92-603, title I, §135(a)(1), (b)(1), Oct. 30, 1972, 86
Stat. 1362, 1363; Pub. L. 93-233, §6(b)(1), Dec. 31,
1973, 87 Stat. 955; Pub. L. 94-455, title XIX,
§1901(a)(154), Oct. 4, 1976, 90 Stat. 1789; Pub. L.
95-216, title I, §101(a)(3), (b)(3), title III,
§317(b)(1), Dec. 20, 1977, 91 Stat. 1511, 1512, 1539;
Pub. L. 98-21, title I, §124(a), (b), Apr. 20, 1983, 97
Stat. 89; Pub. L. 101-508, title XI, §11801(a)(36),
(c)(16), Nov. 5, 1990, 104 Stat. 1388-521, 1388-527;
Pub. L. 108-203, title IV, §415, Mar. 2, 2004, 118
Stat. 530; Pub. L. 111-148, title IX, §9015(b)(1),
title X, §10906(b), Mar. 23, 2010, 124 Stat. 871, 1020;
Pub. L. 111-1562, title I, §1402(b)(1)(B), Mar. 30,
2010, 124 Stat. 1063; Pub. L. 113-295, div. A, title
11, §221(a)(89), (90), Dec. 19, 2014, 128 Stat. 4050.)

REFERENCES IN TEXT

Section 233 of the Social Security Act, referred to in
subsec. (c¢), is classified to section 433 of Title 42, The
Public Health and Welfare.

AMENDMENTS

2014—Subsec. (a). Pub. L. 113-295, §221(a)(89), sub-
stituted ‘‘12.4 percent of the amount of the self-employ-
ment income for such taxable year.”” for ‘‘the following
percent of the amount of the self-employment income
for such taxable year:

“In the case of a taxable year

Beginning after: And before: Percent:
December 31, 1983 ...... January 1, 1988 ...... 11.40
December 31, 1987 ...... January 1, 1990 ...... 12.12
December 31, 1989 ....covvviriniiiiiiieeeeeeenns 12.40”.

Subsec. (b)(1). Pub. L. 113-295, §221(a)(90), substituted
‘2.9 percent of the amount of the self-employment in-
come for such taxable year.” for ‘‘the following percent
of the amount of the self-employment income for such
taxable year:

“In the case of a taxable year

Beginning after: And before: Percent:
December 31, 1983 ...... January 1, 1985 ...... 2.60
December 31, 1984 ...... January 1, 1986 ...... 2.70
December 31, 1985 ......cccovvviniiniiniiiiiiniiienennee, 2.90.”

2010—Subsec. (b). Pub. L. 111-148, §9015(b)(1), des-
ignated existing provisions as par. (1), inserted heading,
and added par. (2).

Subsec. (b)(2)(A). Pub. L. 111-152, §1402(b)(1)(B)({d),
added cl. (ii) and redesignated former cl. (ii) as (iii).

Pub. L. 111-148, §10906(b), substituted ‘0.9 percent”’
for ‘0.5 percent’’ in introductory provisions.

Subsec. (b)(2)(B). Pub. L. 111-152, §1402(b)(1)(B)(ii),
substituted ‘‘under clause (i), (ii), or (iii) (whichever is
applicable)”’ for ‘“‘under clauses (i) and (ii)”’.

2004—Subsec. (c¢). Pub. L. 108-203 substituted ‘‘exclu-
sively to the laws applicable to’ for ‘“‘to taxes or con-
tributions for similar purposes under’’.

1990—Subsecs. (c¢), (d). Pub. L. 101-508 redesignated
subsec. (d) as (¢) and struck out former subsec. (c)
which provided a credit against self-employment taxes
imposed by this section.
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