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SELF-EMPLOYMENT

Self-employment income is income derived from farming, small business enterprise, rental, roomers/boarders, etc. where taxes are NOT withheld prior to receipt of pay.

A.
VERIFICATION.  Records maintained by individual, statement from tenant, current income tax return, copy of lease agreement or other records.

B.
CONSIDERATION.  


1.
ALWAYS annualize farm income.


2.
Annualize non-farm self-employment income and expenses if Indi​vidual Income Tax Return reports self-employment income.  


3.
When non-farm self-employment income is not filed on Individual Income Tax Return, average previous 3 months actual income and expenses.  


4.
To determine profit, deduct work expenses directly related to producing the goods or services and without which the goods or services could not be produced.  

C.
FARM/SELF-EMPLOYMENT INCOME is considered earned income if derived from active physical engagement or managerial responsibilities in farming/self-employment.  In such instances, it is subject to earn​ings deductions.  


1.
If farming/self-employment activity is done by one or more family members, prorate to determine individual family mem​ber's share from profit.  


2.
If farming/self-employment arrangements have changed, use anticipated income from the new arrangement.  


3.
If the individual has never farmed or been self-employed, base anticipated income on the previous year's crop/self-employment activity for the particular farm/self-employment.  


4.
If farming/self-employment activities have been discontinued, consider no income.


5.
In cases of divided ownership of farm/self-employment, divide profit between the owners, unless by mutual consent entire proceeds are available to the individual.


6.
If SSA considers all farm/self-employment income available to an SSI individual, do not enter income from this source in the MA case.  If SSA considers only part of the farm/self-employment income available, consider appropriate shares available in the MA case.


7.
Allowable deductions are:



a.
Wages paid to employees;



b.
Rent or interest on a mortgage and taxes, as appropriate, but only if the enterprise is carried on from a site other than the home;



c.
Interest payments only on the purchase of capital assets, equipment, etc.;



d.
Cost of stock offered for resale;



e.
Cost of materials and supplies including seeds, feed, crop insurance, fertilizer, and utilities required to carry on the enterprise;



f.
[Mileage rate allowed as a deduction for business purposes if the vehicle expenses are directly related to the operation of the business enterprise – provided the person uses their private vehicle.  The mileage deduction is equivalent to the amount shown on the federal tax return.  If a tax return is not filed use the IRS mileage rate.  This information can be accessed at: http://www.irs.gov.  To access the current year’s mileage rate enter the term “mileage rate” in the search box;]



g.
Other non-personal items directly related to producing the goods or services;



h.
Repairs or maintenance of equipment and property; and 



i.
Management fees incurred in managing property, including management fees charged by a relative.


8.
DO NOT ALLOW the following deductions:



a.
Personal work or business expenses, such as, taxes, FICA, lunches, personal transportation, entertainment expenses, etc.;



b.
Amounts claimed for depreciation, prior losses or loss from one business to another;



c.
Purchase of capital equipment;



d.
Payments on principal for the purchase of property, durable goods, capital assets, equipment, etc.; and



e.
Improvements, such as paving a drive, new roof, putting up a fence, etc.

D.
RENTAL/BOARDER income is considered earned income if the individual personally collects the rent, makes or supervises repairs or gives other services in relation to the property.  Consider profit from rental of property owned or being purchased by the individual.


1.
The total amount of allowable deductions may be either prorated or annualized to offset income.  Allow the deduction to the advantage of the individual.



a.
The total amount of expenses may be averaged over a timeframe which is less than or greater than 12 months if necessary to allow the whole deduction.



b.
A spot check is required to ensure the deduction is removed once the total amount of the allowable deduction has been used.  


2.
From rental income of non-home property deduct the following:



a.
Property taxes, state and local taxes on rental property;



b.
Interest on mortgages, debts, property improvement loans for rental property;



c.
Insurance on property;



d.
Repairs or maintenance to keep rental property in good operating condition; and



e.
Expenses for managing the property.

If the home is not occupied and not being rented, do not allow deductions to offset income.


3.
For roomer or rental income from renting or sub-renting a portion of the home occupied by the individual, determine deductions as follows:



a.
Deduct a fraction of the expenses equal to the fraction of the home rented, e.g., if 2 rooms of a 6 room house are rented, then 1/3 of the expenses are used in calculating rental deductions.  Do not use halls, baths, etc., in determining the number of rooms.  



b.
Determine the total cost of repairs or maintenance of the home, the home's utilities, property insurance, property taxes and interest on mortgage, if any.  Multiply the monthly expenses by the fraction of the home rented to obtain the rental deduction.




EXAMPLE:



Interest on mortgage

$1,200




Utilities




800




Property Insurance


300




Property Taxes


100



$2,400 divided by 12 = $200 Monthly Cost



$200 x 1/3 = $66.67 monthly rental deduction


4.
For boarder only, deduct an amount equal to the food stamp allotment for the number of boarders.  
EXAMPLE:  There are 3 boarders; the deduction equals the food stamp allotment of a 3 person household.  

5.
For roomer/boarder:



a.
Deduct an amount equal to food stamp allotment.  If roomer/boarder is a member of the food stamp case, do not allow a food deduction.  



b.
Rental deduction is computed the same as for a roomer.  Do not compute if the roomer/boarder payment is the same as, or less than, the food stamp allotment.

