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Introduction

Social Security Disability Insurance (SSDI) beneficiaries and Supplemental Security Income (SSI) recipients with developmental disabilities are beginning to expand individual employment horizons to include self-employment as an employment choice.  A myriad of programs are formally emerging around the United States that support and promote self-employment as a choice for anyone with a disability seeking employment.  

This booklet is intended to introduce basic self-employment and Social Security considerations while developing a small business with someone with a developmental disability.  We expect that it will also serve as a general guide for individuals with developmental disabilities, family members, educators, advocates, rehabilitation professionals, small business administration counselors, small business accountants, and small business attorneys, in understanding how disability benefits interact with self employment planning and ongoing self-employment development and expansion.

Every attempt has been made to keep this booklet brief and in plain language as much as possible considering the technical Social Security and Small Business subject matter. Throughout this booklet you will find hyperlink (underlined) text.  The best anticipated use of this booklet is to view it directly on a computer connected to the Internet, (preferably using Microsoft Word). When hyperlink text is encountered, click on the text and it will connect your web browser to the related web based policy and technical information.

This booklet adheres to the following policy, which is similar to, and quoted from, official Social Security Publications, “This booklet is a general description of (Social Security’s) policies. You cannot rely on it to make conclusive determinations about eligibility or benefits in individual cases.” (From Social Security’s Redbook 2001).   

It’s important to note that during the next few years a variety of significant changes will be occurring at the Social Security Administration.  This booklet will be updated yearly.  Beginning in February of 2002 updates will be available in MS Word format at: Http://www.griffinhammis.com.

Overview of Recommended Companion Publications
The Social Security Administration (SSA) has a significant number of publications that describe how income and health care benefits are affected by work activities and earnings.  The more common SSA publications focus on wage earnings with limited information about self-employment earnings.  This booklet is designed to be used concurrently with existing SSA published information in an effort to keep this booklet brief and yet useful and effective.

Two sources of Social Security published information are considered to be necessary “companions” to this booklet and enhance this booklet by covering general and specific self-employment SSA policies and guides.

2001 Redbook on Employment Support
Social Security’s 2001 Redbook on Employment Support is a general and very useful “plain language” guide.  It is strongly recommended that the Redbook be used as a companion with this booklet.  It can be accessed on the web by simply clicking on the hypertext above, or at the following exact web address: http://www.ssa.gov/work/ResourcesToolkit/redbook.html. It is also often available at local Social Security Field Offices in limited quantities.

Program Operations Manual System
Social Security’s Program Operations Manual System (POMS) is about the only reasonably accurate document where you can find detailed, day-to-day operating policies that Social Security Field Office Staff use to understand and work with small business owners with disabilities.  Again it is highly recommended for anyone involved in self-employment, or using this booklet, to find some way to either purchase SSA’s POMS CD or access it for free using the hyperlink text above or the exact web address at: http://policy.ssa.gov/poms.nsf/poms?OpenView If you would like to purchase the CD ROM version of SSA’s POMS it can be found for sale by SSA for about $29 per month or $238 for a year’s subscription at: http://www.ssa.gov/sspcd.htm  Since the POMS are on-line for free, purchasing the CD ROM version is not needed if you have internet access.

Frequently Used Social Security Acronyms
Social Security has a “Glossary” on-line that lists some of their most frequently used acronyms related to employment and people with disabilities.  The glossary can also be found at the following exact web address: 

http://www.ssa.gov/work/ResourcesToolkit/glossary.html 

Here are some of SSA’s acronyms concerning SSA’s two Disability Programs, SSDI (Social Security Disability Insurance) and SSI (Supplemental Security Income), SSA’s work incentive provisions, and brief descriptions from SSA’s web site:

	BWE - Blind Work Expenses (SSI) 
	If you are blind, when we determine your SSI eligibility and payment amount we do not count any earned income that you use to meet expenses in earning the income. 


	EPE - Extended Period of Eligibility (SSDI) 
	36 consecutive months following the trial work period when, if you qualify, we may reinstate your SSDI benefits without a new application, disability determination, or waiting period.


	IRWE - Impairment-Related Work Expenses (SSDI and SSI) 
	We deduct the cost of items and services that you need to work because of your impairment (e.g., attendant care services, medical devices, etc.) when we decide if you are engaging in SGA. It does not matter if you also need the items for normal daily activities. We can usually deduct the cost of these same items from earned income to figure your SSI payment.


	Medicaid (Medi-Cal in California, AHCCS in Arizona) (SSI)
	Medical coverage provided to a person by the State title XIX program.


	Medicare (SSDI) 

Medicare (SSDI) continued…
	Two-part health insurance program for eligible disabled and people age 65 or older: 

· Hospital Insurance under Medicare (HI, Part A); and 

· Supplementary Medical Insurance under Medicare (SMI, Part B). In addition, there is coverage for some people who are not disabled with end-stage renal disease. 


	Plan for Achieving Self-Support (PASS)(SSI)
	Under an approved PASS, you may set aside income and/or resources over a reasonable time which will enable you to reach a work goal to become financially self-supporting. You then can use the income and resources that you set aside to obtain occupational training or education, purchase occupational equipment, establish a business, etc. We do not count the income and resources that you set aside under a PASS when we decide SSI eligibility and payment amount.


	PASS Cadre
	Groups of PASS experts located across the country, with at least 1 cadre in each of the 10 SSA regions.


	Property Essential To Self-Support (SSI) 
	We do not count some or all of certain property necessary for self-support when we apply the SSI resources test.


	SSDI
	Social Security Disability Insurance authorized under Title II of the Social Security Act.


	SSI
	Supplemental Security Income program authorized under Title XVI of the Social Security Act.


	Subsidies and Special Conditions (SSDI and SSI)
	Supports you receive on the job that could result in more pay than the actual value of the services you perform. We deduct the value of subsidies and special conditions from your earnings when we determine SGA. 
Clarification 


	SGA - Substantial Gainful Activity (SSDI and SSI)


	We evaluate the work activity of persons claiming or receiving disability benefits under SSDI, and/or claiming benefits because of a disability (other than blindness) under SSI. Under both programs, we use earnings guidelines to evaluate your work activity to decide whether the work activity is substantial gainful activity and whether we may consider you disabled under the law. While this is only one of the tests used to decide if you are disabled, it is a critical threshold in disability evaluation. 
For SGA amounts, visit SGA Page.) 


	Trial Work Period (SSDI) 
	The trial work period is an incentive for the personal rehabilitation efforts of SSDI beneficiaries who work. The trial work period lets you test your ability to work or run a business for at least 9 months and receive full SSDI benefits no matter how high your earnings are if your impairment does not improve.


	Unincurred Business Expenses 
	Self-employment business support given to you by someone else without cost. If you are self-employed, we deduct unincurred business expenses from earnings when we determine SGA.


	1619(b) Continued Medicaid Eligibility 
	SSI-- Your Medicaid coverage can continue even if your earnings along with your other income become too high for an SSI cash payment. In addition to the qualification requirements for Section 1619(a) below, you must need Medicaid in order to work and meet certain income restrictions.


	1619(a) Continued SSI Eligibility 
	SSI-- Section 1619(a) of the Supplemental Security law permits people to continue to receive an SSI payment while they work. Under Section 1619(b), you may continue to be eligible for Medicaid coverage.


Social Security has many more acronyms than are listed above or on SSA’s Glossary web site.  In certain sections of this document new acronyms will be introduced as needed and each will be explained in the related section. 

Overview of Self-Employment & Social Security Concerns
Importance of Preparing a Benefits Analysis:  When developing a business or working with an ongoing small business, there are a series of critical factors that need to be accounted for by small business owners with disabilities who receive SSI and/or SSDI benefits from Social Security.  SSI and SSDI have different policies and laws for self-employment than are used for regular wage employment.  Medicaid, Medicare, Section 8 housing, food stamps, and other support programs are generally impacted by self-employment income and in some cases significant new gains occur as a result of small business earnings and resource exclusions and in other cases substantial losses can occur if not planned for.  Preparing a small business benefits analysis, or in simpler terms, putting together a plan for how a small business will impact a small business owner’s benefits, is a very important initial step in the process of developing a small business and also an ongoing support for long term business success. 

Certainly not all, but a large number of individuals with developmental disabilities depend on some form of SSI and/or SSDI benefits including Medicare and Medicaid reliance for daily living supports and work supports.  The interdependent nature of benefits and supports requires that careful attention be paid to how a small business interacts with each person’s benefits.  Unfortunately, there is no single solution as each person is different and each business and SSI/SSDI benefits recipient is unique. The rest of this booklet is designed to provide relevant information on how to prepare a useful and accurate benefits analysis for a small business owner with a developmental disability.  The information, however, can also be applied and customized for anyone receiving SSI and/or SSDI. 

Coordinating with Business Planning Activities:  Ideally, a disability benefits analysis will be one of the first steps in business planning activities.  Often the opposite is true.  A business idea is developed, a business plan written, Small Business Administration (SBA) counseling is provided, and finally the impacts on benefits are considered - if considered at all. Part of this reluctance to be concerned about self employment income and benefits impacts appears to be the mistaken notion that wages and self-employment income are the same thing and operate under the same policies and laws.  The next premise seems to be that such information is too complicated to understand and that it will all work out when SSA, Medicaid, Section 8 housing, and other systems are informed of the small business and it’s activities.  Hopefully this booklet will show that benefits information for self-employment is accessible, understandable, required and very useful. 

Cash Flow Analysis Impacts:  One of the potential strengths of a small business owner with a disability receiving SSI while starting a business, is that if the individual was living on her small $531 (2001 Federal SSI rate) SSI monthly check, and starts a small business, there’s a potential cushion of income in the continued receipt of SSI each month that someone without SSI would not have in starting a small business.  However, once SSI is notified her business exists, SSI requests a prediction of self-employment income for each year of operations.  If she predicted $685 per month in net self-employment income, her SSI check would be reduced evenly for 12 months by $300 (less SSI each month), or $3,600 less SSI.  If the business was cyclical and had uneven cash flow and sales, which is fairly common, and insufficient start up funds, there could be months where the business could not recover from the added cash flow deficit of the missing $300 each month in SSI income.  

Cash flow analyses need to take SSI and/or SSDI effects into consideration, and generally Small Business Administration counselors do not know how or why such income is affected and, therefore, do not include benefits information when assisting with developing cash flow projections for a small business owner receiving SSI or SSDI.  SSDI is an “all or nothing” check each month.  If someone was receiving for instance $900 SSDI and lost that check unexpectedly due to not taking into consideration SSDI policies and laws, it could be very difficult to recover from a sudden loss of $900 per month and develop a successful small business.  Some people receive both SSI and SSDI checks each month.  The complications are at a minimum doubled, more so if there was no benefits planning completed. The good news is that these issues are relatively easy to anticipate if someone takes the time up front to develop a sound benefits analysis.

Break Even Point Impacts:  From comparison to the last section, it is important to note that a small business’s break-even point, or the amount in sales that will yield enough income to cover expenses, also is significantly altered when SSI and/or SSDI check impacts are considered if the owner’s salary or draw are taken into consideration in the break even analysis.  Incorporating the owners salary or draw is not a common practice in some break even analyses, but is recommended for SSI and/or SSDI beneficiaries to highlight the potential impacts on benefits while “breaking even” on operating costs.  As an example, the number-of-hours worked in order to break even are very important to SSDI beneficiaries, due to monthly hour restrictions on SSDI check receipt.  Often small business plans do not anticipate benefits impacts and the stability of a business is overestimated by traditional small business advice and analyses.  These are simple matters to plan for but complicated when they are not considered.  Solving these issues after the impact of SSI/SSDI begins to occur can result in overpayments to the Social Security Administration and at times the loss of complete SSDI or SSI checks and threats to daily living needs and supports.  

Business Start-up Funding Impacts:  SSI and SSDI hold potentials for additional business start-up funding through a work incentive from the Social Security Administration called Plans for Achieving Self Support (PASS). PASS does not work for every small business but it does hold the potential for substantial start-up funds for a small business with a minimum recommendation in SSA policy for at least 18 months, and potentially longer support through PASS funds. Again, a benefits analysis in the early stages of business planning would provide critical information on the applicability of using a PASS and substantially alter the approach for securing start-up funding for a small business.

Medicare and/or Medicaid Impacts:  Both Medicare and Medicaid can hold substantial opportunities for small business owners with disabilities in health care coverage and long-term living supports though Medicaid, or can be critical issues if SSI and/or SSDI are lost unexpectedly without associated planning.  Self-employment holds a unique wealth accumulation possibility in the Social Security and Medicaid systems through a work incentive, (PESS) Property Essential to Self Support (also see: Property Essential to Self Support – Current Use Criterion ).  This policy allows a small business owner with SSI and/or Medicaid to have unlimited liquid cash funds in a small business account and unlimited small business resources and property.  Such opportunities do not exist in regular wage employment. A single person receiving SSI must have less than $2,000 in liquid cash resources if employed in a wage job.  

Other Support Program Impacts: Small Business owners with developmental disabilities are often involved in a wide array of support programs beyond SSI, SSDI, Medicare, and Medicaid.  Programs such as Section 8 housing, home and community based Medicaid waiver funding, food stamps, Supported Living funding, and a unique set of other programs that relate to parents who were veterans, annuities from insurance accident funds, and some welfare assistance at times.  Each program in each state tends to view self-employment roughly the same as Social Security and Medicaid, but vary based on past policies and internal operating approaches.  For instance, food stamps in some states insists on monthly accounting of gross sales and net income per month, versus SSI which by policy and law has to apply an even number for the entire year for both gross sales and net earnings. Not planning in the beginning and not taking into account the impact of self-employment income on other support programs can again cause significant problems and surprises if not anticipated.  

For years Section 8 housing programs have historically not allowed a small business to be operated out of a Section 8 residence even for minor computer and bookkeeping tasks.  There are currently new exceptions in Section 8 small business policies such as parent(s) on welfare can now operate day care businesses out of Section 8 housing in some situations. Also, section 8, rental policies currently allow small business activities to be operated out of section 8 rentals through HUD’s:  Resident opportunities and self sufficiency program (ross) 
"helping public housing residents move toward self-sufficiency" 


http://www.hud.gov/pih/programs/ph/ross/about.html 

Also, the associated Tenancy Addendum for Section 8 Tenant Based Assistance can be found at:

http://www.hudclips.org/sub_nonhud/html/pdfforms/52641-a.pdf 

A partial quote from that addendum states:

3. Use of contract unit

c. The contract unit may only be used for residence by the PHA – approved household members. The unit must be the family’s only residence. Members of the household may engage in legal profit-making activities incidental to primary use of the unit for residency by the members of the family.

Please note that some Section 8 rental contracts may still use older section 8 restrictions and will require the prospective new small business owner to inform her or his local section 8 housing staff of the new changes. 

Basics of Social Security’s Definitions of Resources

Resource Limits, Inclusions and Exclusions: Resource considerations apply to people receiving SSI and/or Medicaid (some people receive SSDI, Medicare and Medicaid, so are concerned with resources due to their Medicaid, not due to SSDI nor Medicare).  Individuals only receiving SSDI have no resource concerns, as SSDI does not apply any resource limits.  Often SSDI beneficiaries with developmental disabilities also receive Medicaid due to various provisions in Medicaid and SSA policies that provide for Medicaid while on SSDI in certain situations.  In such situations Medicaid does apply resource limits and exclusions.

Someone on SSI does need to be conscious of SSI’s $2000 resource limits in cash resources as a single person and $3,000 as a married couple.  SSI does allow a recipient to own one home if he or she lives in the home, home furnishings, own one vehicle, and applies limits to burial plots, burial funds, etc…  The non-self-employment related resource inclusions and exclusions are somewhat complex but worth understanding.  The related SSA POMS policies on SSI and resources can be found at: 

http://policy.ssa.gov/poms.nsf/poms?OpenView&Start=1&Count=50&Expand=5.4#5.4 

Resource Exclusions & Self-Employment:  Self-employment provides powerful resource exclusions to liquid property used in a small business (cash), and resources used in the small business such as equipment, land, etc… with no upper limit on the value of the small business operating account nor any of the business resources.  This unlimited resource exclusion is explained in the next section.

Property Essential to Self Support (PESS) PESS is a very powerful advantage for someone who is self-employed and receiving SSI and/or Medicaid. As noted above, PESS allows for the accumulation of unlimited funds in a small business operating account.  There is no similar exclusion in regular wage employment for liquid funds.

The hyperlink above will connect you to one of the PESS policies on-line, but there are multiple SSA PESS policy sections in SSA’s POMS.  PESS is such a critical factor in self-employment that some excerpts from SSA’s policies are included in this section (note: the quoted excerpts below have been selected as clear and relevant to this booklet but only represent small sections of larger policies, it is highly recommended that you access the entire PESS policy sections in SSA’s POMS for the full text related to these policies when working with a small business owner involved in accessing these exclusions):

SI 01130.501 Essential Property Excluded Regardless of Value or Rate of Return
A. POLICY PRINCIPLES

2. Trade Or Business Property
Property essential to self-support used in a trade or business is excluded from resources regardless of value or rate of return effective May 1, 1990. 

C. DEVELOPMENT AND DOCUMENTATION - PROPERTY USED IN A TRADE OR BUSINESS

5. Liquid Resources Used In A Trade Or Business
Effective May 1, 1990, all liquid resources used in the operation of a trade or business are excluded as property essential to self-support. Obtain an individual's signed allegation that liquid resources are used in the trade or business. 

SI 01130.504 Essential Property - Current Use Criterion
A. POLICY PRINCIPLE

Property, including property used by an individual as an employee, must be in current use in the type of activity that qualifies it as essential to be excluded as essential to self-support. Current use is evaluated on a monthly basis. Property not in current use can be excluded as essential to self-support only if: 

· it has been in use; and 

· there is a reasonable expectation that the use will resume. 

B. POLICY — TIME LIMIT FOR RESUMPTION OF USE 

1. 12-Month Rule

Resumption of use must be expected within 12 months of last use. For example, if property was last used in October, resumption of use must reasonably be expected to occur before the end of the following October. 

2. 12-Month Extension

The 12-month period can be extended for an additional 12 months if nonuse is due to a disabling condition.

C. PROCEDURE - GENERAL

3. No Intent To Resume Activity
If the individual does not intend to resume the self-support activity, the property is a countable resource for the month after the month of last use. 

Understanding Self-Employment Income & Social Security
Gross versus Net Self-Employment Income: A common error in self-employment situations involving business owners with developmental disabilities is reporting gross sales, or gross earnings, from self-employment as if they were gross wages to SSA, Medicaid, Food Stamps, and Section 8 housing.  Often traditional employment staff from sheltered workshops, and sometimes, supported employment staff, are so familiar with reporting all income as gross wage earnings (which have to be reported to SSA based on gross, not net, monthly amounts), that when a small business is developed, support staff automatically report gross self-employment income to SSA as if it were gross wages.

SSA understands small business and self-employment and treats self-employment basically the same way the Internal Revenue Service (IRS) does.  Gross sales are not the measurable and taxable self-employment income to the IRS or to SSA.  For instance if a business in one year sells $10,000 in products or services, and has $7,000 in business expenses that are allowed by the IRS, then the net income from self-employment (prior to the owner’s draw or owner’s income) is $3,000.  SSA and the IRS consider the net earnings from self-employment of $3,000 as the owner’s income for the year.  

As an example of benefits impacts based on the above amounts of gross and net self-employment income, SSI (Supplemental Security Income) recipients are then subject to the standard $1.00 reduction in SSI each month for every $2.00 earned each month, after the first $85 of net self-employment earnings in a month.  (Note: The $85 exclusion is actually a bit more complicated based on a $65 and $20 set of income exclusions but for the purposes of this booklet at this point, it is a fair approach to use the entire $85 per month income exclusion as an example and often $85 will apply exactly). Therefore the SSI check reduction would be based on $250 per month (which equals $3,000 per year in net self employment earnings) and SSI would apply the formula ($250 - $85)/2 = $82.50 SSI check reduction each month or $990 less SSI for the entire year based on $3,000 in net self employment earnings.  Had $10,000 yearly gross sales, or $833 per month, been reported as net self-employment earnings, or mistakenly reported as gross wages, the owner’s SSI check would have been reduced by ($833 - $85)/2 = $374 each month for a total SSI check reduction of $4,488 (versus the correct reduction of only $990 for the year). 

An important factor in working with SSI and net self-employment income is SSA’s policy to not apply their SSI check reduction formulas on an actual monthly basis but on the total yearly net self-employment income reported, or predicted, and therefore some important gains occur over wage reporting where wages, by policy, are adjusted on an exact monthly basis.  Leveling of SSI check income and amounts can be a substantial bonus in self-employment compared to the monthly highs and lows of wage income impacts on wage income reporting.  Such leveling can also cause problems with SSI check amounts if it is not reported nor understood properly.  For instance SSI also retroactively makes adjustments to SSI checks for an entire year based on the noted policy.  If a business is started in October and earned the $3,000 net self-employment income used as an example above from October through the end of December, SSI would not only adjust those three start-up months but also all the prior months of SSI receipt during that year retroactively due to having to divide the entire year evenly by SSI policy.  If not anticipated and accounted for the business owner could end up owing SSI an overpayment for the prior months that year before the business was started.  SSA’s policy on NESE (Net Earnings from Self-Employment) is briefly quoted below (many more SSA policies exist beyond the brief quote below) and can be found at:

http://policy.ssa.gov/poms.nsf/36f3b2ee954f0075852568c100630558/6bde8ae4ef87147e85256a5f000b3908?OpenDocument 

“SI 00820.210 How to Determine Net Earnings from Self-Employment (NESE)

B. PROCEDURE 
1. Determining Monthly NESE

Divide the entire taxable year's NESE equally among the number of months in the taxable year, even if the business: 

· is seasonal; 

· starts during the year; 

· ceases operation before the end of the taxable year; or 

· ceases operation prior to initial application for SSI. 

A period of less than 12 months may be a taxable year if: 

· the basis for computing and reporting income changes (e.g., fiscal to calendar year); or 

· the taxpayer dies (the taxable year ends on the date of death, and net earnings are computed as of the date of death.); or 

· the taxable year is closed by the Commissioner of IRS. 

NOTE: An individual's taxable year is not ended when he/she goes out of business”  (END OF SSA POLICY QUOTES)

SSDI applies an entirely different set of policies for determining self-employment income and SSDI check impacts.  SSDI is an all-or-nothing check (not reduced incrementally like SSI checks are).  SSDI still works to net self-employment income and then compares that income to gross sales, number of hours worked per month, and monthly (not yearly) income and hours worked, plus a series of other factors such as unpaid assistance in business operations and un-incurred business expenses.  SSDI is considerably more complicated when dealing with self-employment income, and requires careful and thoughtful planning based on a working knowledge of the SSDI self-employment policies.  Overall, SSDI still reviews net earnings from self-employment as one of it’s critical measures of check continuance or termination, but SSDI also weighs in a host of other factors too, and does not divide income evenly by 12 months like SSI does.

Wages versus Net Earnings from Self-Employment:  It is not uncommon for people with disabilities to elect to form a corporation, association or corporate entity.  For instance a corporate entity could be a Limited Liability Company (LLC) that elects to be treated by the IRS as a “corporate entity” for tax purposes, and remains an LLC for state and operating purposes.  As a corporate entity, an LLC could pay the owner(s) wages depending on how the business is structured.  See the following web site for a short discussion of this approach for corporate entity election by an LLC: 

Entities: Sole Proprietor, Partnership, Limited Liability Company/Partnership (LLC/LLP), Corporation, Subchapter S Corporation http://www.irs.gov/prod/tax_edu/faq/faq12-1.html 

Social Security interprets the income of a corporate director to be the only self-employed individual, or position, in a corporation. Therefore an individual with a disability could be involved in a corporation in several roles and receive both wages and net-earnings from self-employment. SSA’s policy is briefly quoted below and can be found at:

http://policy.ssa.gov/poms.nsf/36f3b2ee954f0075852568c100630558/627146922b4a708085256a5c004e621d?OpenDocument 

“RS 01802.032 Corporation Directors

A. POLICY 

Corporation directors are self-employed. In rare situations an individual may be self-employed as a director and also perform services as an employee. 

B. REFERENCE 

Corporation director is defined in RS 02101.018 and RS 02101.505 ff. 

RS 02101.018 Director of a Corporation
The board of directors is the governing body of the corporation and therefore is not subject to control by the corporation. Thus, a director with respect to directorial services, for example, attending and participating in board meetings, is not an employee. Such services are deemed to be in self-employment. (See RS01802.032.) A director who does work for the corporation, other than attending and participating in the meetings of the board of directors, may be an employee with respect to such work if it is nondirectorial in nature. 

Attendance at, and participation in, the meetings of subordinate committees seldom creates an employment relationship because most of these committees are directorial in nature. Committees formed pursuant to Federal or State statue, corporate by-laws, or authority vested in the board of directors, are directorial in nature and it may be assumed in the absence of evidence to the contrary that the directors serving on such committees are not employees with respect to such service. This assumption applies whether the committee is composed entirely of directors or composed in part of directors and in part of nondirectors. 

Where a director is a member of a committee engaged in nondirectorial services, for example, doing appraisal work for the corporation, and the services are subject to actual control by the board of directors, the director is an employee with respect to services on the committee.”  (END OF SSA POLICY QUOTES)
As the business form is chosen (ie. Sole proprietorship, partnership, S-Corporation, LLC, etc…) or altered during the businesses life and future expansion, it is critical to evaluate the choices of what form of business to take, based not only on the general business and liability merits of different forms of businesses and tax advantages, but to also provide a benefits analysis of the impacts of such choices on the owners receipt of SSI/SSDI, Medicaid, Medicare, and other social system impacts such as Section 8 housing.  It’s important to understand that wages can be paid in corporate forms of business to the business owner(s), and often wages are paid in corporate small businesses. Wages combined with self-employment earnings do alter the impacts on benefits significantly.

Sole Proprietorships & Partnerships

Generally, the owner(s) of sole proprietorships and partnerships receive net earnings from self-employment, often referred to as owner’s draws or guaranteed payments to a partner.  It is possible for a sole proprietorship or a partnership form of business, such as the Limited Liability Company (LLC) example noted in the previous section, to elect to be treated as a corporate entity for IRS tax purposes.  For purposes of this section the assumption will be made that the sole proprietorships or partnerships addressed here do not refer to businesses that have elected to be treated by the IRS as corporate entities even though they are also formed as sole proprietorships or partnerships (such as LLC’s) under state laws.

One brief section of SSA’s policies on sole proprietors and partners receiving NESE (Net Earnings from Self-Employment) are quoted below and can be found at:

http://policy.ssa.gov/poms.nsf/36f3b2ee954f0075852568c100630558/b0c9975bb18a6d1e85256a5c004e6a30?OpenDocument 

“RS 01803.101 When NESE are Derived

POLICY 

1. General

NESE include gains, profits and compensation credited to or set apart for the owner's or partner's use during the taxable year. The two most commonly used methods of accounting are the "cash method" and the "accrual method." The individual must use the method which most accurately reflects his income and expenses. 

2. Cash Method

a. The cash method involves offsetting actual or "constructive" cash receipts against actual cash disbursements for deductible expenses in the same taxable year. Constructive receipt means the income becomes unqualifiedly subject to the demand of the taxpayer. 

b. If a person's business is one in which inventories are necessary, cash basis accounting is not permitted with respect to purchases, sales, and inventories. 

3. Accrual Method

Under the accrual method, net income is measured by the excess of income earned over expenses incurred. Cash, property, or services earned during the taxable year have accrued to the taxpayer and is classified as income, even though not then received. 

NOTE: Do not question the method used if the taxpayer has reported consistently using the same method.”  (END OF SSA POLICY QUOTES)

It’s important to note that the above SSA policy on cash versus accrual business accounting methods does not reflect the current 2001 IRS policy that allows qualifying small businesses, under $1,000,000 in average annual gross receipts, to potentially use the Cash method.  This applies to businesses even if inventory is involved.  IRS 2001 Publication No. 538, Cash Method of Accounting for Qualifying Taxpayers, can be found on the web at World Wide Web Tax by scrolling down the page to IRS Form 538.  Note, currently the IRS web site small business section posts an older version of this form (1998) which is not current in the IRS general Small Business section.  The address on the web for the current IRS Form 538 is:

http://www.wwwebtax.com/irs/irs_publications_list.htm 

Also, the IRS does post Revenue Procedure 2000-22, which details this IRS regulation for businesses under $1,000,000 average annual gross receipts at:

http://www.irs.gov/prod/bus_info/sm_bus/cdupdates.html 

A brief quote from the associated IRS web site is listed below:

1. Starting Your Business / Keeping Records

Revenue Procedure 2000-22, Changes in accounting periods and in methods of accounting. 

Provides methods by which a qualifying taxpayer with average annual gross receipts of $1,000,000 or less may be excepted from the requirements to account for inventories and to use an accrual method of accounting for purchases and sale of merchandise.  (End of IRS Quote)
Sole Proprietorships and Partnerships are perhaps the simplest, most straight forward, form of business in both SSI and SSDI benefits systems.  Essentially, all net income from the business is considered net earnings from self-employment. Partners split the income either evenly or in specified percentages based on the partnership basis and partnership agreements. Guaranteed payments to partners are also considered net earnings from self-employment and are a useful approach for income distribution in a partnership for benefits purposes and also hold some advantages for the partners in IRS and other business matters.  SSA’s policy on guaranteed payments to partners is quoted below and can be found at:

http://policy.ssa.gov/poms.nsf/36f3b2ee954f0075852568c100630558/dd2bb0007140485a85256a5c004e6795?OpenDocument 

“RS 01802.375 Computing NE When Partners Receive Salaries

A. BACKGROUND

Partners ordinarily contribute services, as well as capital, for the purpose of producing partnership profits. The partnership agreement may provide that one or more of the partners will receive payments for a salary, payments for use of capital, or interest on capital contributions, irrespective of whether the partnership has ordinary net income or loss. Such payments are called guaranteed payments. 

B. OPERATING POLICY

a. The guaranteed salary of a partner is allowed as a business deduction in computing partnership income. 

b. The receiving partner is not considered an employee of the partnership. 

c. Guaranteed salary payments are not "wages" but NESE.”  (END OF SSA POLICY QUOTES)
Corporations, Associations & Corporate Entities
Corporations, Associations & Corporate Entities, can roughly be lumped together in the same category for benefits purposes.  This booklet is not designed to address the varied complexities of forming corporations, other than to direct the reader to critical information in SSA policy that needs to be considered when such business forms are used.  In prior sections of this booklet the basics of partnership options for electing to be treated as a corporate entity for IRS purposes were noted, as well as how corporate directors are considered to be self employed by SSA.

S-Corporations also have SSA dedicated policies on how income is treated by SSA. A brief and partial quote from SSA’s policy on S-Corporations is included below and can be found at:

http://policy.ssa.gov/poms.nsf/36f3b2ee954f0075852568c100630558/e5402a3f2c330a9985256a5c004e61e7?OpenDocument 

“RS 01802.015 S Corporation

A. DEFINITION 

Like any other corporation, an S corporation is separate and distinct from its shareholders. See RS 02101.555. The basic difference from other corporations is it does not pay Federal corporate income tax. Income is passed directly to the shareholders for Federal income tax purposes. The corporation is carrying on any trade or business. The shareholders are not self-employed nor is their income NESE. 

B. POLICY-COVERAGE 

The income from an S corporation may take three forms: 

· Wages, received by shareholders as employees of the corporation, 

· SEI, for fees paid to a corporate director, 

· Dividends, paid to shareholders.”  (END OF SSA POLICY QUOTES)
Corporations can take a variety of forms and SSA has related policies for each form.  A short list of possible forms of Corporations includes: C-corporations; S- corporations; closely held corporations; associations, professional corporations; Massachusetts Trusts; corporate Entity classifications.

Some useful links for Corporations and benefits considerations are partially listed below (the entire SSA policy index just for this area is roughly 16 pages in length, just for the index, only a portion of Part IV is shown below), the entire applicable section in SSA policy can be located by clicking on the hypertext below, or by entering the following exact web address:

http://policy.ssa.gov/poms.nsf/36f3b2ee954f0075852568c100630558/67648c2c4e7b61a285256a5c004e8dad?OpenDocument 
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As with any small business development, the structure or form a business takes should be carefully considered.  It is highly recommended a Certified Public Accountant (CPA) and Attorney be consulted if corporate or trust forms of business are chosen.  However, CPA’s generally do not understand SSI and/or SSDI benefits impacts.  Attorneys vary widely on experience and understanding of SSA’s policies for SSI and SSDI impacts. This booklet can be given to an attorney or CPA and can provide insights and at a minimum some direction to locating critical SSA policies on how different forms of businesses interact with net earnings from self-employment, SSI and Medicaid resource exclusions, and important considerations for general interactions of SSI and SSDI checks with small business income.

Supplemental Security Income (SSI) & Self-Employment
Advantages & Disadvantages:  SSI has very favorable policies for operating a small business.  As noted in earlier sections of the booklet, a small business owner can have unlimited funds (under SSA’s PESS policies) in a small business account and not lose SSI or Medicaid eligibility due to exceeding resource limits.  SSI has higher earnings limits for SSI eligibility and associated Medicaid eligibility, therefore allowing a small business owner on SSI to generate substantial income, in the ranges of roughly $13,000 to $36,000 net income from self-employment while still retaining SSI and Medicaid eligibility.  Gross income from a small business for someone receiving SSI has no upper limits and could be any amount, such as $500,000 or $5,000,000.  After $5,000,000 in gross revenues the business would, in general, be classified as a large business (versus a small business), but again if the owner was on SSI and net income was in the ranges noted above, there still would be no upper limit to gross sales. This is true from the simplest sole proprietorship to the most complex corporate structure.

The disadvantages for someone on SSI are mainly the issues of earnings over the ranges noted above ($13,000 – $36,000) net self-employment income.  Once a small business owner exceeds those limits the choice to lose SSI eligibility needs to be considered.  Significant financial success seems to be limited to policy restrictions leading to leaving the SSI roles above personal income thresholds that vary by state.  SSI has it’s own inherent disadvantages in it’s intrusive nature as a system.  SSI will monitor income and resources at least yearly and sometimes even monthly based on changes reported to SSI by an SSI recipient. Small Business does tend to “level” that set of interactions to just a yearly review. 

Long Term Opportunities & Concerns:  Over the long term, someone receiving SSI needs to accurately predict net self-employment income to SSI and to monitor that income.  Excess earnings over yearly predictions can cause SSI overpayments, and SSI could ask for some of the SSI checks sent back a year or more after the checks were sent to the small business owner.  This is fairly easy to predict and/or correct during a business year.  Since SSI only uses net earnings from self-employment, it’s possible in a profitable small business to make net earnings almost anything desired by simply spending more on the business to lower the net earnings, hiring employees, or any number of choices.  The best advice for the long term is to clearly pay attention to SSI predictions for net earnings and to actual net earnings and either adjust as needed during the year, (quarterly adjustments are often recommended if net income is varying from predictions to SSI,) or save for the overpayment expected due to additional income (which means the owner has more income personally) and be prepared to pay SSI back for anticipated overpayments versus being surprised by overpayments not anticipated.
Net Self-Employment Income Averaging & SSI: SSI is again a wonderful system for self-employment due to the way net self-employment income is treated by SSI.  SSI averages every month equally by policy and therefore levels the SSI amount for each month for net self-employment income, versus the up-and-down-month-to-month, exact SSI check adjustments resulting from wage income.  Careful attention needs to be paid to SSI’s yearly averaging of self-employment income, but with some attention it’s a much better system for SSI check payments than wage employment.
Comparison to Wage Employment:  Wage employment pales in comparison to self-employment opportunities and flexibility.  Self-employment offers much more flexibility and choice through a number of ways to adjust income as needed during an accounting year (note: late adjustments to net and gross income predictions may not be possible, so it’s important to track net income projections to SSA from the beginning of a tax year at least every 6 months, and more often if possible) and also self-employment opportunities for unlimited cash resources in a small business account, and unlimited physical business resources, land, buildings, and equipment.

Income Thresholds for Medicaid:  Perhaps one of the most powerful opportunities for someone on SSI and Medicaid while operating small business is a work incentive titled 1619(b) Medicaid.  This work incentive allows individuals receiving SSI and Medicaid to earn past the point that an SSI check is reduced to $0.00 (due to the $1.00 reduction in SSI for every $2.00 of gross wages or net self-employment earnings) but still be SSI eligible and still be Medicaid eligible up to a state threshold of earnings that varies by state.  The State 1619(b) Medicaid threshold can be found at:

http://policy.ssa.gov/poms.nsf/lnx/0502302200 

SI 02302.200 Charted Threshold Amounts
A. CALENDAR YEAR 2001

1. State Threshold Amounts for the Disabled

	State
	Twice Sup
	Base Amount
	Medicaid
	Threshold

	ALABAMA
	$ 0.00
	$13,740.00
	$ 3,257.00
	$16,997.00

	ALASKA
	$8,688.00
	$22,428.00
	$12,781.00
	$35,209.00

	ARIZONA
	$ 0.00
	$13,740.00
	$ 950.00
	$14,690.00

	ARKANSAS
	$ 0.00
	$13,740.00
	$ 6,280.00
	$20,020.00

	CALIFORNIA
	$4,368.00
	$18,108.00
	$ 6,864.00
	$24,972.00

	COLORADO
	$ 864.00
	$14,604.00
	$11,981.00
	$26,585.00

	CONNECTICUT
	$5,640.00
	$19,380.00
	$17,218.00
	$36,598.00

	DELAWARE
	$ 0.00
	$13,740.00
	$10,157.00
	$23,897.00

	D.C.
	$ 0.00
	$13,740.00
	$16,843.00
	$30,583.00

	FLORIDA
	$ 0.00
	$13,740.00
	$ 6,109.00
	$19,849.00

	GEORGIA
	$ 0.00
	$13,740.00
	$ 5,320.00
	$19,060.00

	HAWAII
	$ 117.60
	$13,857.60
	$ 3,918.00
	$17,775.60

	IDAHO
	$1,272.00
	$15,012.00
	$ 8,849.00
	$23,861.00

	ILLINOIS
	$ 0.00
	$13,740.00
	$10,671.00
	$24,411.00

	INDIANA
	$ 0.00
	$13,740.00
	$12,914.00
	$26,654.00

	IOWA
	$ 0.00
	$13,740.00
	$ 7,027.00
	$20,767.00

	KANSAS
	$ 0.00
	$13,740.00
	$ 9,574.00
	$23,314.00

	KENTUCKY
	$ 0.00
	$13,740.00
	$ 6,399.00
	$20,139.00

	LOUISIANA
	$ 0.00
	$13,740.00
	$ 6,043.00
	$19,783.00

	MAINE
	$ 240.00
	$13,980.00
	$ 9,399.00
	$23,379.00

	MARYLAND
	$ 0.00
	$13,740.00
	$10,434.00
	$24,174.00

	MASSACHUSETTS
	$2,745.36
	$16,485.36
	$10,332.00
	$26,817.36

	MICHIGAN
	$ 336.00
	$14,076.00
	$ 7,239.00
	$21,315.00

	MINNESOTA
	$1,944.00
	$15,684.00
	$14,760.00
	$30,444.00

	MISSISSIPPI
	$ 0.00
	$13,740.00
	$ 4,836.00
	$18,576.00

	MISSOURI
	$ 0.00
	$13,740.00
	$ 9,762.00
	$23,502.00

	MONTANA
	$ 0.00
	$13,740.00
	$ 6,609.00
	$20,349.00

	NEBRASKA
	$ 168.00
	$13,908.00
	$ 8,888.00
	$22,796.00

	NEVADA
	$ 0.00
	$13,740.00
	$10,924.00
	$24,664.00

	NEW HAMPSHIRE
	$ 648.00
	$14,388.00
	$22,362.00
	$36,750.00

	NEW JERSEY
	$ 750.00
	$14,490.00
	$11,354.00
	$25,844.00

	NEW MEXICO
	$ 0.00
	$13,740.00
	$ 8,143.00
	$21,883.00

	NEW YORK
	$2,088.00
	$15,828.00
	$16,433.00
	$32,261.00

	NORTH CAROLINA
	$ 0.00
	$13,740.00
	$10,717.00
	$24,457.00

	NORTH DAKOTA
	$ 0.00
	$13,740.00
	$12,876.00
	$26,616.00

	OHIO
	$ 0.00 
	$13,740.00
	$10,221.00
	$23,961.00

	OKLAHOMA
	$1,272.00
	$15,012.00
	$ 5,114.00
	$20,126.00

	OREGON
	$ 40.80
	$13,780.80
	$10,497.00
	$24,277.80

	PENNSYLVANIA
	$ 657.60
	$14,397.60
	$ 6,572.00
	$20,969.60

	RHODE ISLAND
	$1,544.40
	$15,284.40
	$13,029.00
	$28,313.40

	SOUTH CAROLINA
	$ 0.00
	$13,740.00
	$ 6,757.00
	$20,497.00

	SOUTH DAKOTA
	$ 360.00
	$14,100.00
	$ 8,998.00
	$23,098.00

	TENNESSEE
	$ 0.00
	$13,740.00
	$ 3,808.00
	$17,548.00

	TEXAS
	$ 0.00
	$13,740.00
	$ 7,688.00
	$21,428.00

	UTAH
	$ 0.00
	$13,740.00
	$ 5,927.00
	$19,667.00

	VERMONT
	$1,416.96
	$15,156.96
	$ 8,662.00
	$23,818.96

	VIRGINIA 
	$ 0.00
	$13,740.00
	$ 6,927.00
	$20,667.00

	WASHINGTON
	$ 621.60
	$14,361.60
	$ 5,242.00
	$19,603.60

	WEST VIRGINIA
	$ 0.00
	$13,740.00
	$ 6,198.00
	$19,938.00

	WISCONSIN
	$2,010.72
	$15,750.72
	$ 6,498.00
	$22,248.72

	WYOMING
	$ 237.60
	$13,977.60
	$ 5,300.00
	$19,277.60

	NORTHERN MARIANA IS.
	$ 0.00
	$13,740.00
	$ 0.00
	$13,740.00


2. State Threshold Amounts for the Blind

	State
	Twice Sup
	Base Amount
	Medicaid
	Threshold

	CALIFORNIA
	$5,784.00
	$19,524.00
	$ 6,864.00
	$26,388.00

	IOWA
	$ 528.00
	$14,268.00
	$ 7,027.00
	$21,295.00

	MASSACHUSETTS
	$3,593.76
	$17,333.76
	$10,332.00
	$27,665.76

	NEVADA
	$2,623.20
	$16,363.20
	$10,924.00
	$27,287.20

	OREGON
	$ 640.80
	$14,380.80
	$10,497.00
	$24,877.80


As an example, if you are single, receive SSI, live on your own, perhaps in an apartment, and pay for your own room and board, in Massachusetts you could earn up to $26,817.36 in yearly net self-employment income and still be considered SSI and Medicaid eligible.  Also in this example, if in addition to the above scenario you were also legally blind, by SSA’s definition of blindness, you could earn up to $27,665.76 in net self-employment earnings (or gross wages). Massachusetts is one of only 5 states that provides an additional state supplement to the Medicaid threshold amount for individuals who are considered legally blind by SSA.

Social Security Disability Insurance (SSDI)  & Self-Employment

Advantages & Disadvantages:  Self-employed people who receive SSDI benefit checks each month face a very complex set of policies concerning the only option available to someone on SSDI, which is to either keep receiving an entire SSDI check or to lose it completely.  As noted before in this booklet, SSDI is an all-or-nothing check.  The policies for self- employment (and quite a few for wage employment and SSDI) are very limiting and quite complex.  Earnings thresholds are fixed nationally and do not vary by state, and are considerably lower than those posted a few pages back for SSI recipients.  In 2001, the threshold or SGA amount (Substantial Gainful Activity) for net self-employment earnings (or gross wages) is $740 per month for non-blind individuals and $1,240 for blind individuals.  For non-blind individuals receiving SSDI that equals only $8,880 per year in net self-employment income.  For blind individuals the limit is $14,880 in net self-employment income.

Net Self-Employment Income & Substantial Gainful Activity (SGA): To further complicate matters, besides looking at SGA limits in 2001 of $740 per month and $1,240 for blind individuals - per month in net self-employment earnings, SSDI also reviews monthly work effort and monthly gross and net self-employment earnings, on a month-by-month basis.  Self-employment SGA is measured by 80 hours of work per month in a small business, and could be interpreted by SSA as exceeding SGA if the person for instance worked 120 hours but only had net earnings of $400.  Exceeding SGA means sooner or later the entire loss of a self-employed SSDI beneficiary’s SSDI check.

It is important to note that SGA has changed over the years.  From 2001 forward, SGA dollar amounts will be indexed each year by consumer wage index increases (probably around 2% - 3% per year).  However the 80 hours per month only changed once since it’s policy was established, and prior to 2001 was only 40 hours per month for SGA work effort limits. It does not appear that the 80 hours per month will be indexed in future years although SSA policy on this amount is not clear at this time.  Note: the 80-hour gauge for self-employment effort does not apply to SSDI beneficiaries who are blind.

Earlier it was noted that if someone is earning over $740 or 80 hours of work that “sooner or later” the individual could lose his or her SSDI check.  The reason that “sooner or later” was used to qualify that statement is that SSDI also uses an involved secondary set of policies about when a person earns over $740 per month.  In those policies there are gauges based on 9 months called a Trial Work Period (TWP) where no amount of income can cause someone to lose an SSDI check, and a subsequent period of 36 months titled an Extended Period of Eligibility (EPE) where earning over that amount can cause loss of an SSDI check and earning under $740 can cause an SSDI check to be reinstated during the 36 month EPE time frame.

There are work incentives that will be covered in a later section of this booklet that can allow a person to earn over the $740/$1,240 and 80 hour limits that are again quite complex in nature and application. It is possible to earn above SGA and continue to receive SSDI checks.

Comparisons to Wage Employment: Wages and SSDI are about as complicated as net earnings from self-employment, except wages do not measure the number of hours worked, which is a definite bonus for wage employment (the bonus is not having to consider the number of hours worked in a wage job, just the actual gross wages).  The remaining policies do apply the same, however, and are as complicated.

This information (for both gross wages and net earnings from self-employment) is presented about as well as it can be in Social Security’s Redbook on Employment Supports and can be found on line at:

2001 Redbook on Employment Support
http://www.ssa.gov/work/ResourcesToolkit/redbook.html
Overall, SSDI has very complicated policies that affect small business operations and income.  Small Business owners with disabilities that receive SSDI need to carefully plan for the impacts of self-employment earnings and work efforts on benefits.  There are several approaches and work incentives in the next sections of this booklet that are directed towards benefits analysis and planning for someone receiving SSDI while operating a small business.  SSDI clearly has a much more complex set of policies and restrictions compared to the ease of running a small business while receiving SSI.

Social Security Work Incentives & Self-Employment

Plans for Achieving Self Support (PASS):  Plans for Achieving Self Support (PASS) are powerful and useful tools for small business funding and planning.  They are technically an SSI work incentive and tool.  Often someone on SSDI can also access a PASS by setting her or his SSDI check aside in a PASS checking account and then becoming SSI eligible due to a PASS. (Especially someone with a developmental disability due to the funding streams and heavy Medicaid usage that is commonly accessed by other systems to support individuals with developmental disabilities)

PASS policies need to be read on-line.  There are about 90 pages that relate to PASS and certainly more information than this small booklet is intended to provide.  PASS policies can be found at:
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A PASS analyses is highly recommended for any individual on SSI and/or SSDI.  PASS will not apply to every small business owner, but certainly can apply in a high percentage of situations.  Individuals with developmental disabilities often have “mathematically perfect” PASS opportunities when developing or operating a small business.

Impairment Related Work Expenses (IRWE):  IRWE’s can be found adequately described in the Social Security’s Redbook on Employment Support for wage employment applications.  However, IRWE’s do not apply very well to small business operations, as IRWE expenses generally would be the same as business expenses that are allowed to reduce gross sales to net self-employment income both by the IRS and SSA.  There could be some applications where IRWE’s make sense in a small business, but often this work incentive is not very applicable to small businesses.

Blind Work Expenses (BWE):  Blind Work Expenses are powerful tools for someone who is blind by SSA definitions of Blindness, and also receives SSI (BWE’s do not apply to SSDI.) BWE’s are covered well in Social Security’s Redbook on Employment Supports.  Unlike IRWE’s, Blind Work Expenses do apply very well to self-employment, and are very liberal about what can be excluded from countable income as a BWE.  All payroll taxes are even considered an excludable work expense.  

Self-Employment Subsidy:  Self-Employment Subsidy encompasses several tools including un-incurred business expenses and unpaid help, among several other comparisons to someone without a disability operating a similar business.  Subsidy is a powerful tool in the Social Security work incentives world for self-employed individuals that receive SSDI (it’s not an SSI tool except at time of 1st application for SSI, but for this booklet’s purposes for self-employment it’s not an SSI tool).  It’s complex but requires reading and understanding.  It’s pretty much a, “you must have knowledge about self-employment subsidy when working with someone on SSDI and self employment.”  SSA’s Redbook does not have a complete enough description of self-employment subsidy.  To understand this work incentive you will need to go to:
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Putting It all Together

Basic Self-Employment & SSA Approaches for Success:  As complex as the combination of Social Security policies with self-employment and IRS policies seems, there becomes a point when even the most complex system can be understood to operate in fairly simple and useful patterns. Some useful thinking tools and approaches for success when dealing with SSA and self-employment considerations are:

1st Document each person’s SSI and/or SSDI benefits.

2nd Document other living and benefits arrangements and supports, such as Section 8 housing, supported living, food stamps, Medicare, Medicaid, employment supports, single or married, total household income, etc…

3rd Someone on SSI has two of the brightest potential self-employment systems to work with – both SSI and Medicaid.  Even someone who has both SSI and SSDI has all the opportunities afforded to someone on SSI considering a small business.

4th Someone, only receiving SSDI, needs to very carefully plan for how small business income will interact with SSDI’s all-or-nothing check receipt. Often the best approach is to develop a PASS, if possible, to set aside the SSDI check and become qualified for SSI.  Using a PASS in this situation is the only known way to get such a person on SSI, and it needs to be carefully planned with the expectation of intentionally losing the SSDI check due to earning over SGA while the PASS is still active, and then keeping the SSI check that the PASS caused, to become a benefit for the self-employed individual.

5th If a PASS is not possible for someone on SSDI, then careful considerations should be spent on potential self-employment subsidy, unpaid help, un-incurred business expenses and comparability of worth issues for self-employment hours and earnings potentially over the $740 net self-employment income per month and/or 80 hours of monthly self-employment Substantial Gainful Activity (SGA) limits.  The concern here again is if a person earns over SGA in either number of hours worked or in net self-employment earnings, he or she could lose his/her entire SSDI check, and this issue needs to be addressed thoroughly for someone on SSDI.

Additional Resources

Griffin-Hammis Associates, LLC

http://www.griffinhammis.com
People with Disabilities & Self-employment List-Serve

http://groups.yahoo.com/group/pwd_self-employment 

Self-Employment Strategies for People with disabilities

http://www.trninc.com/nomoreinterviews.htm 

Small Business and Self-Employment Service for People with disabilities though the Department of Labor’s Office of Disability Policy

http://www.jan.wvu.edu/SBSES/INDEX.HTM 

Small Business Administration

http://www.sba.gov 

Bold Consulting Group, LLC

http://www.bold-owners.com/home.html 

Social Security Administration Office of Employment Support

http://www.ssa.gov/work/ServiceProviders/contractsbpao.html 

Disabled Business Persons Association


http://www.disabledbusiness.com/ 

Rehabilitation Services Administration Technical Assistance Circular on Self-Employment – TAC-00-02

http://www.ed.gov/offices/OSERS/RSA/subreg.html#Technical%20Assistance%20Circulars 

Rural Institute on Disabilities

http://ruralinstitute.umt.edu 

The Service Corps of Retired Executives (SCORE)

 http://www.score.org/ 

The Abilities Fund

http://www.abilitiesfund.org 

PASS Writing Tool at Cornell University

http://www.passonline.org 

The Regional RCEP7 / SSA Training and Technical Assistance Center Website

http://www.rcep7.org/ssa/ 

Virginia Commonwealth University – WorkSupport.com


http://www.worksupport.com/ 

SSA Benefits Planning Manual – Cornell University

http://www.ilr.cornell.edu/ped/ssa_curriculum/ 

________________________________________________________________________

The Ellis Foundation, Cooperative Productions, Inc. & Griffin-Hammis Associates, LLC          August, 2001

Page 39

