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SELF-EMPLOYMENT INCOME

SELF-EMPLOYMENT INCOME is income derived from farming, small business enterprise, rental, roomer/boarders, selling blood etc., where taxes are NOT withheld PRIOR to recipient receiving pay.  When taxes are withheld prior to the recipient receiving pay, the income is considered wages.

A.
Self-employment can be either ongoing or occasional.

1.
Ongoing self-employment is where the recipient intends to work at the self-employment month after month.

EXAMPLE:  Dolly operates a babysitting service.  She intends to provide services throughout the year.

2.
Occasional self-employment includes seasonal, temporary, spo​radic or odd job income.  Temporary or sporadic employment can include lawn mowing, house cleaning, babysitting, selling scrap metal, selling blood, etc. which is not continuous in nature.

EXAMPLE 1:  Betty Lou babysits for a neighbor during the sum​mer months.  Sometimes she sits once a week and sometimes once a month.

EXAMPLE 2:  Johnnie cuts grass for a neighbor when the neigh​bor cannot do it himself.  Johnnie sometimes paints garages and sometimes cleans windows.

B.
VERIFICATION.

1.
Quarterly estimated tax returns, if filed;

2.
Most recent annual income tax return if quarterly return is not filed; or 

3.
Records maintained by individual if self-employment income is not reported on income tax return.

C. CONSIDER profit (net income) from self-employment and enter in the assistance plan.  To determine profit, deduct actual work expenses directly related to producing the goods or services and without which the goods or services could not be produced.

1.
Farm or rental self-employment income may be either unearned or earned.

a.
Unearned.

(1)
Profit from farm income is unearned income if there is no direct involvement in farming activities.  In cases of divided ownership, divide total profit (net income) between the owners, unless by mutual consent entire proceeds are available to the recipient.  If the Social Security Administration considers all farm income as available to the SSI parent, do not enter income from this source in the assistance plan.

(2)
Profit from rental income is unearned income if all activity is performed by someone other than the recipient.

b.
Earned.

(1)
Farm income is earned self-employment income if derived from active physical engagement or manageri​al responsibility in farming.  In such instances, it is subject to earnings deductions.  Consider profit as income to the family group if the farming is done by one or more of its members.  If the farming is done in part by a household member not included in the assistance plan, deduct his/her prorated share from profit.

(2)
Rental income is earned self-employment income if the recipient personally collects the rent, makes, supervises or authorizes repairs, manages the proper​ty, is responsible for renting property or gives other services in relation to the property.  Consid​er profit from rental property owned or being pur​chased by the recipient.

(3)
The sale of blood or plasma is earned self-employ​ment income.

D.
COMPUTING MONTHLY INCOME.

1.
When using the annual U.S. Individual Income Tax Return (if one is filed and representative of the current situation) or the recipient's business records for the last 12 months:

a.
Round the gross income to the nearest dollar.

b.
Divide the rounded gross income by 12 and round to the nearest dollar to obtain the monthly gross income amount.

c.
Round the allowable expenses to the nearest dollar.

d.
Divide the rounded allowable expenses by 12 and round to the nearest dollar to obtain the monthly allowable expens​es.

e.
Subtract the rounded monthly allowable expenses from the rounded monthly gross income to obtain the monthly profit.

2.
When ongoing nonfarm self-employment income has been in opera​tion for less than 12 months:

a.
Round the gross income for the number of months the activ​ity has been in operation to the nearest dollar.

b.
Divide the rounded gross income by the number of months of operation and round to the nearest dollar to obtain the monthly gross income amount.

c.
Round the allowable expenses for the number of months of operation and round to the nearest dollar.

d.
Divide the rounded allowable expenses by the number of months of operation and round to the nearest dollar to obtain the monthly allowable expenses.

e.
Subtract the rounded monthly allowable expenses from the rounded monthly gross income to obtain the monthly profit.

3.
For occasional or seasonal self-employment:

a.
Round the gross income for the 3 previous months to the nearest dollar.

b.
Divide the rounded gross income by 3 and round to the nearest dollar to obtain the monthly gross income amount.

c.
Round the allowable expenses for the 3 previous months to the nearest dollar.

d.
Divide the rounded allowable expenses by 3 and round to the nearest dollar to obtain the monthly allowable expens​es.

e.
Subtract the rounded monthly allowable expenses from the rounded monthly gross income to obtain the monthly profit.

4.
Recalculate self-employment income at:

a.
12-month intervals if the activity has been in operation for 12 months or more; or

b.
The next IM or FS recertification, whichever comes first, if the activity has been in operation for less than 12 months.

5.
If income from self-employment fluctuates, continue using the averaged amount based on tax return.  If self-employment income changes from one type to another, the prior tax return is no longer used.

6.
[When a recipient reports he/she is no longer self-employed, the income is removed in the next administratively feasible month.]
EXAMPLE:  Self-employment terminated in March.  The income would be removed effective April.

E. DOCUMENT the method of verification and computation of the best estimate of the monthly income.  

