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[EARNED INCOME is wages derived from direct involvement in a work related activity.  The sections in this subchapter provide the specific procedures for calculating the best estimate of the monthly income.  Information specific to prospective budgeting is found in MS 4512.

A.
CONSIDERATION.


1.
For earned income, other than self-employment: 

a. Determine the monthly amount of each earned income type;


b.
Use actual or anticipated monthly earned income, whichever is more reflective of ongoing. Determine monthly income by multiplying weekly, bi-weekly or semi-monthly amounts by 4 1/3, 2 1/6 or 2. Do NOT round cents before adding or multiplying hourly or daily earnings. Round before adding or multiplying weekly, bi-weekly, semi-monthly, monthly, quarterly or annual amounts, and round the results.

Example:  The recipient works 25 hours per week at $4.50 per hour.  He/she is paid weekly.  25 hours per week multiplied by $4.50 per hour equals $112.50 per week.  Round to $113.  $113 per week multiplied by 4 1/3 equals $489.67 (rounded to $490).



c.
Round the monthly amount of each earned income type to the nearest dollar (1¢ - 49¢ round down and 50¢ - 99¢ round up to the next dollar).  


2.
For self-employment income, request a copy of the applicant’s income tax return.  If the applicant does not have income tax returns, request business records maintained by the individual.  Give all allowable deductions on the federal IRS Schedule C (Form 1040).  For more information see MS 4450. 


Note:  If the self-employment income has recently begun and a Schedule C (Form 1040) or business records are not available, calculate the income the following way:
a. Round the actual dollar and cent amount of gross income to the nearest dollar.  Divide by the number of months in operation, and round the result to the nearest dollar to obtain a monthly amount.
b. Round the actual dollar and cent amount of expenses to the nearest dollar.  Divide by the number of months in operation, and round the result to the nearest dollar to obtain a monthly amount.


c.
Subtract the rounded monthly expenses from the rounded monthly income.  The difference between the two amounts is considered profit.

NOTE:  The mileage deduction claimed on the income tax return is given at the federal rate.  

3.
For sick pay received consider as earned income if the person is still considered an employee by the employer and the sick pay is received for time 
off, such as a short term illness.  However, sick pay from an outside source, such as an insurance company, is considered unearned income whether or not the recipient is still considered an employee by the employer.

NOTE:  Employers may use different sources of funds to compensate employees for their approved time off; therefore the appearance or information on their pay stubs may change.  In order for the income to be counted correctly, check if the income is still received from the employer or if it is from an outside source not affiliated with the employer.

Example:  Jane broke her arm and is off work for six weeks.  During this time she applies for AFDC-Related MA for a household of 2.  She works for McDonald’s and earns $1200 per month.  She is currently on paid family medical leave but the check stubs she receives state “Employee Compensation Inc.”, not “McDonald’s”.  This company is used by McDonald’s to handle their medical leave funds that are used to compensate employees that are off on approved sick leave.  Although the funds come from another income source these wages would still be considered as sick pay as it is the company McDonald’s uses to compensate Jane for her sick time.

4.
Two-Month Exclusion:  Members who obtain employment while receiving AFDC Related MA may chose to exclude their new wages for the first two months of employment.  This exclusion is called the two-month exclusion and it is allowed once in a lifetime per active adult member in a case.  The following applies when considering the two-month exclusion:

a. It is not allowed for new approvals or new members added to a case with wages;
b. To allow the exclusion, wages must be reported and verified timely within 10 days.  If the member does not verify wages, the case is discontinued however, if verification is provided during adverse action, the case is reinstated and the exclusion is allowed; 
c. The count begins in the 2nd month of new employment and the months are consecutive.  Example: An individual reports she started working on 10/16/09.  The two-month exclusion begins with 11/09 and ends with 12/09;
d. The recipient chooses whether to use the exclusion for the new job or save it for a future job; and
e. The two full months’ earnings are excluded regardless of amount of income, hours or the type of work.  The two-month exclusion is tracked manually on form PAFS-116, Supplement A, Tracking Log.  
B.
VERIFICATION.  


1.
Verify unearned income at application, recertification and at the time 


of a reported change or an anticipation of a change in income.  


2.
Explore the possibility of withheld income information and DO NOT deduct garnishments on salary.

3.
Use the following types of documentation to verify income:



a.
Pay stubs;



b.
Employer statement;



c.
Contract;



d.
Records maintained by the individual of self-employment income; 


e.
Current income tax returns; or


f.
Form PAFS-700, Verification of Employment and Wages.

4.
A change in circumstances is defined in MS 4307.  Refer to Volume IV, MS 1320, for cases pending over 30 days with good cause.


5.
Profit from farm or rental income is considered unearned income if there is no direct activity on the part of the recipient in producing the income.

6.
Self-declaration of income is not acceptable verification.  When income ceases, verify lack of income before removing it from the case.  To verify zero income, see Volume IV, MS 3470.
C.
DOCUMENTATION.

Document in comments any unusual circumstance that conflicts with KAMES data.]
