

February 28, 2003


Deputy Commissioner

Date



Information Bulletin No:  03-02

PROGRAM(S):  Food Stamps


Subject:
Prospective Budgeting and Estimating Income for Food Stamps

We continue to find Food Stamp benefit payment errors and receive many questions regarding treatment of income.   
This information bulletin:

· clarifies prospective budgeting,

· identifies the three steps of estimating income,

· clarifies when to affect the Food Stamp benefit based on a reported change in income, 

· what income to count when a client reports new employment,

· clarifies when to issue an FS Underpayment for the month the change is reported, and

· provides examples of how to estimate income for Food Stamps.

Although this is a food stamp bulletin, these principles should be used to estimate income for all DSS prospectively budgeted programs (AABD/MAABD, SAGA, TFA/FMA and Refugee).

Prospective Budgeting

Prospective budgeting is the process of using information from the budget month to “anticipate” circumstances in the current and on-going payment months.  Because we issue benefits at the beginning of the month for the same budget month, we must use income received in the previous month, if no changes are expected, as an indicator of current or future income.

Three Steps of Estimating Income

There are three steps of estimating income: 

1. Identify all sources of income:

Identify each person in the AU and each income source received.  Include the type, amount and frequency of each.  This will help determine if the income is countable and which calculation method will be used to anticipate income.

2. Determine the amount of countable income to be applied:

To determine the amount of countable income to be applied, confirm with the client that the source of income and amount from the previous month is expected to continue.  "Will employment continue at the same rate?" or "How many weeks are left in the UCB claim?" are examples of questions to ask.

Additional points to think about when determining the amount of countable income:

· If the client consistently has breaks in employment during the month (such as on-call work or works 3 weeks out of the month) and has pay periods where they do not receive any money, include the $0 pay period in your determination of countable income. Do this when the breaks in employment are expected to continue.   Remember to figure the $0 pay period when dividing by number of pay periods. 

For example, Suzy is a regular employee at ZZZ Nursing Home.  She is per diem and works only when called.  For the past 3 months, Suzy has worked 3 weeks and off one week. She anticipates that her work schedule will continue to be the same.  When determining her income, include the $0.00 pay when calculating her income and divide by 4.

· When projecting income, if there is a pay stub included that is unusually high or low, due to overtime or absence, determine what is normal. If overtime or absence is a one-time occurrence, disregard the check when determining the amount of countable income unless you anticipate that it will continue.  

For example, if the household provides the last 4 consecutive pay stubs and one shows overtime, disregard the pay stub with overtime pay and divide by 3.  However, if the client works overtime on a regular basis, include the overtime pay in your determination of income and divide by 4.  Always get more documentation if the information is questionable, unclear or incomplete. 

3. Choose the appropriate calculation method.

Choosing the appropriate calculation method depends on the type and frequency of the income received. A different calculation method can be used for each income source, for the same person in the household (see examples below).  There are three calculation methods:

· Anticipating Monthly (AM) income is the process of estimating income by calculating the actual amount received during the previous month and projecting it for future months. You must use this method when the client receives stable, non-fluctuating income such as SSI, SSA, pensions, VA, and GA, because the amount of income stays the same from month to month.  In addition, use this method when:
· The client is a destitute migrant or seasonal farmworker; or

· The client has already received income in the month of application – including income received after the interview and before processing. 

· Averaging (A) is the process of estimating monthly income by looking at the income for each month of a time period and budgeting the average amount over the entire certification period.  The number of months used to estimate income does not have to be the same number of months in the certification period.

· Average income received quarterly, semi-annually or annually over the period in which it is intended to cover. 

· Use the averaging method when the client's income fluctuates from pay period to pay period. Fluctuating income is defined as earned or unearned income received on a regular basis, but in varying amounts.

· For childcare income from Affiliated Computer Services (ACS, the contractor for Care4Kids) and child support income, including IV-D payments collected by Child Support Enforcement and payments received directly by the FS household from the absent parent.  Use the previous 3 consecutive months of earned and unearned income to calculate a monthly average and project the monthly average over the certification period.
· Conversion (A&C) is the process of averaging income received weekly, bi-weekly or semi-monthly and then converting the AVERAGE to a monthly amount that will be projected over the certification period.  Based on the client's frequency of pay, the weekly, bi-weekly or semi-monthly average is converted to a monthly amount by using the appropriate formula (See Table 1).  Conversion takes into account months when the client receives a 3rd or 5th paycheck.

Note:  Earned or unearned income for which the FS household cannot reasonably predict the amount or frequency is considered intermittent income and treated according to U.P.M. 5050.53.  

However, income of less than $30 in a quarter that is received too infrequently or irregularly to be reasonably anticipated or income received for a period of less than 30 days that is not expected to continue, is excluded.  Cross-reference U.P.M. 5015.15.

Self-employment income is not considered intermittent income and is annualized.  Cross-reference  U.P.M. 5025.15.

Table 1 below, identifies the method and formula to use based on the type and frequency of the income received.

The 'Estimating Income Worksheet' was developed as a tool to assist staff to determine the correct income calculation method and calculate the correct amount of income to budget prospectively.  

Staff must complete the worksheet for each Food Stamp client with:

· earned income, including income from Care4Kids, 

· contractual income, and 

· unearned income from child support, including payments received through Child Support Enforcement and payments received by the household directly from the absent parent.

If the worksheet is completed, the correct amount of income is entered in EMS, and a narrative is entered, the potential for Quality Control errors related to Wages/Salaries and Unearned Income will be reduced.

Keep a copy of worksheet and a copy of the income verification used to determine the income in the case record.  

When to change the Food Stamp benefit based on a reported change in income

When a household reports a change in income that is expected to last longer than 30 days, it is acted upon when verification is received.  The effective date of the change depends on whether the change increases or decreases the Food Stamp benefit.

· Acting on a change that results in a decreased FS benefit (increased income) is effective the month following the month the notice of adverse action expires.  Budget the income based on the client's statement and update EMS accordingly.  Verification must be received before or at next redetermination.  

For example, Mikey reports and verifies on October 15th a raise from $6.00/hour to $7.25/hour starting October 1.  He just discovered it in his October 15th paycheck (paid weekly).  Assuming he works 20/hours/week the worker would update the ERN2 screen to show $623.50 [($7.25 X 20) X 4.3] for the on-going month (November).  The notice of adverse action will expire on October 25 and the change is effective November 1.

· Acting on changes that result in an increased FS benefit (decreased income) are effective with the first allotment issued after the change is reported, provided verification is received timely.  

For example, Michele reports and verifies on November 21 that as of November 15th, her employer reduced her hours from 25 per week to 20 per week.  She is paid $7.85 per hour and paid weekly.  The worker would update the ERN2 screen to show $675.10 [($7.85 X 20) X 4.3] for the on-going month (December) and the increased benefit is effective December 1.

The only exception to verifying a reported change in income (increased or decreased) is when the reported change is $25 or less.  Verify a change in income of $25 or less at the next redetermination.

What income to count when new employment is reported

When new employment is reported and the client can not provide verification, the worker should estimate income based on the client's statement of estimated hours worked, rate of pay, and frequency of pay.  The worker should set an alert (450) or tickler for 30 to 45 days in the future to obtain the necessary verification to accurately budget income for the on-going months.  

For example, Susan reports that she will start working at ABC Company on November 1, 2002.  She thinks she will work 24 hours a week at $7.50/hour and will be paid bi-weekly.  She also thinks she will receive her first check on November 15, 2002.  The worker should enter $774 [($7.50 X 48) X 2.15] on the ERN2 screen for December (on-going month), as the change is effective the month following the month the notice of adverse action period expires.

Determining when to issue a Food Stamp supplement (underpayment)

When determining whether or not a Food Stamp underpayment is issued, determine if the client reported and verified the change timely.  If the client reported and verified the change in a timely manner (by the 10th day from the date the verification is requested), issue the underpayment.  For example, Nadine reports and verifies a reduction in income on November 30.  It is too late to adjust the December benefit, therefore issue the December underpayment.  An underpayment is also issued if the change is reported at the end of the month, but the verification is received timely but in the next month.  For example, Oscar reports on March 25 that as of March 20 his work hours were reduced.  Oscar submits verification on April 1.  Because the change and verification were timely, Oscar is due an underpayment for the April benefit.

Also, issue the underpayment if the delay is due to worker processing.  For example, on June 15 the client reports and verifies a reduction in work hours that started June 10.  However, the worker updates EMS on July 5th.  The worker must enter the new information for July and the on-going month and issue the Food Stamp underpayment for July.

However, an underpayment should never be issued for the month in which the change was reported.  For example, Marsha reports and verifies on June 10 that her work hours were reduced as of June 1.  Adjust the July benefit, but there is NO underpayment due for June.

Examples of Methods to Estimate Income

Anticipated Monthly (AM)

Client A applies for Food Stamps for herself and her family in November.  She works 25hrs/wk as a bookkeeper for a construction company, paid $650 per month.  Budget $650 per month.

Averaging (A)

Client B receives child support income every week, but the amount varies.  For the last three months the total amounts received were January: $515, February $435 and March $600.  Budget $516.67 ($515 + $435 + $600 = $1550/3).

Client C receives $200 per quarter from a trust account. Count $67.67 ($200 ( 3) per month, to ensure the client receives the same amount of benefits each month.  

Conversion (C)

Client D works at ABC Company and is paid $100/week.  Budget $430 a month, by converting the weekly average to a monthly amount ($100 X 4.3).

Client E works part-time for The Wild Cats Baseball Team.  The client is paid $8.95/hour, but the hours vary each week.  For the previous month, the client grossed $179 for Week 1, $268.50 for Week 2, $205.85 for Week 3, and $161.10 for Week 4, for a total of $814.45.  The weekly average is $203.61 ($814.45 ( 4).  The monthly amount to be budgeted is $875.53 (203.61 X 4.3).


Using Different Calculation Methods for the Same Person who has Different Types of Income

Client F receives SSI of $345 per month.  The client also works part-time at Walmart.  He works 10 hours per week at $6.85 per hour, and is paid weekly.   SSI is anticipated monthly, therefore enter $345 on UINC screen.  However, use the Conversion method to estimate his part-time income of $294.55 [$6.85 X 10 X (4.3)].

Disposition:

Retain for future reference.

Distribution:

FS Eligibility Staff

Responsible Unit:
FS Unit (860) 424-5383

Table 1
Prospective Budgeting

Income Calculation Methods Table

Type/Frequency
Calculation

Method
Formula

Stable (received monthly) - Earned and unearned income received monthly in the same amount, such as SSI, SSA, VA, pensions etc.
Anticipated Monthly 

(AM)
Enter monthly amount on ERN2 or UINC.

Stable - Earned and unearned income received quarterly, semi-annually or annually. 
Average (A)
Average over the period it is intended to cover, beginning with the first month the income is expected or anticipated to be received.

· Quarterly  Amount (3

· Semi-Annually Amount ( 6

· Annually Amount (12

Fluctuating Income: Care4Kids payments received from ACS (contractor for Care4Kids), Child Support payments received through Child Support Enforcement and child support received directly by the household from the absent parent.


Average (A)
· Fluctuating: Add 3 consecutive months of income prior to month of application or redetermination (unless changes are anticipated) and divide by 3.  Enter result on ERN2 or UINC.

Stable - Earned and unearned income received weekly, bi-weekly or semi-monthly in the same amount, such as full or part time employment, UCB and WC.

Fluctuating - Earned and unearned income received weekly, bi-weekly or semi-monthly in varying amounts.
Average and

Conversion (C)
· Earned and Unearned (Stable or Fluctuating): 

1. Add GROSS income from 4 consecutive weeks immediately prior to date of application or redetermination, using date paid;

2. Divide by number of pay stubs. 

3. CONVERT WEEKLY AVERAGE INTO A MONTHLY AMOUNT. Use the following formulas based on frequency of pay.

· Weekly amount X 4.3

· Bi-weekly amount X 2.15

· Semi-monthly amount X 2

4. Enter Monthly Amount on ERN2 or UINC.

Self Employment
Self Employment 

(SE)
Annualize - Cross-reference U.P.M. 5025.15.

Intermittent - income amount or frequency can not be anticipated. 
Intermittent (I)
Determine amount of income per U.P.M. 5050.53.

Income of less than $30 in a quarter that is received too infrequently or irregularly to be reasonably anticipated.  Includes sporadic short- term employment, in which first & last pay is received in the same month.
Excluded (E)
Excluded - Cross-reference U.P.M. 5015.15.

Disposition:

Retain for future reference.

Distribution:

FS Eligibility Staff

Responsible Unit:
FS Unit (860) 424-5383
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