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Self-Employment Descriptors for BS&As 
February 2022 

Instructions: 

There are three Title II disability descriptors provided below and one Supplemental Security 
Income (SSI) descriptor.  Choose the descriptor that best fits the beneficiary’s situation.  Copy 
and paste that descriptor onto the BS&A you have created for the beneficiary then adjust the 
wording to personalize the descriptor.  For example, replace the reference to Social Security 
Disability Insurance (SSDI) with Childhood Disability Benefits (CDB) if the beneficiary receives 
CDB, add your state’s 1619b threshold amount in the SSI descriptor, or add a statement to the 
Property Essential to Self-Support (PESS) paragraph noting whether it will or won’t likely apply 
given the business structure the beneficiary is using. 

● Option 1:  Descriptor for a Title II disability beneficiary who has been entitled to benefits 
for at least 24 months, has not ceased, and you expect will cease based on their earning 
goal 

● Option 2:  Descriptor for a Title II disability beneficiary who has been entitled to benefits 
for at least 24 months, has not ceased, and you expect will not cease based on their 
earning goal 

● Option 3:  Descriptor for a Title II disability beneficiary who has not been entitled to 
benefits for at least 24 months OR has ceased 

● Option 4:  Descriptor for SSI beneficiary 

Option 1: 
Descriptor for a Title II disability beneficiary who has been entitled to benefits for at least 24 
months, has not ceased, and you expect will cease based on their earning goal. 

Social Security Disability Insurance (SSDI): SSDI has 3 phases of work rules, each with work 
incentives to support your efforts to work.  Some of the work incentives allow you to maintain 
SSDI when working, while others allow you to restart the benefit if it stops.  When you are self-
employed, Social Security will look at the net income from your business to determine your 
earnings, which they call Net Earnings from Self-Employment, or NESE.  NESE is: 

Gross business income – Business expenses = Net Profit 
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Net Profit x 0.9235 (one-half of self-employment tax) = NESE 

In a few situations, Social Security will average NESE over a number of months, but generally, 
they use your actual NESE for the month.   

Phase 1- Trial Work Period (TWP): During the TWP, you can earn an unlimited amount and 
receive your SSDI, as long as you still have a disabling impairment.  Your TWP ends when you 
use nine TWP months within a 5-year period.  Social Security will count a month as a TWP 
month if your NESE is more than $970 (2022 rate) or if you spend more than 80 hours in self-
employment activity.   

Understanding SGA: After the TWP is over, Social Security will decide whether your work 
activity is Substantial Gainful Activity (SGA).  To make this decision, they compare your monthly 
countable NESE to a guideline of $1,350 (2022 rate).  The word “countable” is important 
because Social Security may not count all of your NESE when deciding if your work is SGA.  For 
example, they deduct the value of business-related items or services you receive at no cost and 
impairment-related expenses you pay for that are necessary for you to work. The deductions 
that likely apply to your situation are explained below.  

● Un-incurred Business Expenses:  These are business-related contributions made by 
others.  For example, the state Vocational Rehabilitation agency gives you a computer or 
a friend works for your business for free.  For an item or service to qualify as an un-
incurred business expense, it must be one that the IRS would allow as a deductible 
expense if you had paid for it. 

● Impairment Related Work Expenses (IRWE):  This is an expense that you pay for that is 
not reimbursed, is related to an impairment being treated by a healthcare provider, and 
enables you to work. 

The first time your work is SGA, Social Security pays your SSDI for 3 months.  This is called the 
Grace Period, the first month of which is known as the cessation month. This can occur any 
time after the Trial Work Period ends.  After your Grace Period, Social Security will use a three-
test process to make an SGA decision.   

During the first test, they determine if you provide significant services to the business and have 
countable earnings above the SGA guideline.  If not, they go onto the second test and 
determine if your work activity is comparable to that of non-disabled individuals doing the 
same or similar work in your community as a means of livelihood.  If not, they go onto the third 
test and determine if your work activity is worth more than the SGA guideline.  If not, Social 
Security would likely find you are due your SSDI.  I recommend you keep a log of your work 
activity (e.g., hours worked and type of tasks) and share that with Social Security if needed.  

Phase 2-Extended Period of Eligibility (EPE): The month after your TWP ends, you begin a 36-
month Extended Period of Eligibility.  During the EPE, you are entitled to your SSDI in months 
your work is not SGA.  If your work is SGA, you will not be due a payment for that month.  

Phase 3-Post EPE: This phase begins after the 36th month of your EPE.  If your work is not SGA, 
your SSDI continues.  If your work is SGA, your SSDI will terminate.  However, there is a work 
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incentive called Expedited Reinstatement (ExR) that may be used to quickly restart the SSDI if 
you can’t maintain SGA level work.  I will provide more details about this work incentive when 
you are closer to this phase. 

Option 2: 
Descriptor for a Title II disability beneficiary who has been entitled to benefits for at least 24 
months, has not ceased, and you expect will not cease based on their earning goal 

Social Security Disability Insurance (SSDI): SSDI has 3 phases of work rules, each with work 
incentives to support your efforts to work.  Some of the work incentives allow you to maintain 
SSDI when working, while others allow you to restart the benefit if it stops.  When you are self-
employed, Social Security will look at the net income from your business to determine your 
earnings, which they call Net Earnings from Self-Employment, or NESE.  NESE is: 

Gross business income – Business expenses = Net Profit 

Net Profit x 0.9235 (one-half of self-employment tax) = NESE 

In a few situations, Social Security will average NESE over a number of months, but generally, 
they use your actual NESE for the month.   

Phase 1- Trial Work Period (TWP): During the TWP, you can earn an unlimited amount and 
receive your SSDI, as long as you still have a disabling impairment.  Your TWP ends when you 
use nine TWP months within a 5-year period.  Social Security will count a month as a TWP 
month if your NESE is more than $970 (2022 rate) or if you spend more than 80 hours in self-
employment activity.   

Understanding SGA: After the TWP is over Social Security will decide whether your work activity 
is Substantial Gainful Activity (SGA).  To make this decision, they compare your monthly 
countable NESE to a guideline of $1,350 (2022 rate).  The word “countable” is important 
because Social Security may not count all of your NESE when deciding if your work is SGA.  For 
example, they deduct the value of business-related items or services you receive at no cost and 
impairment-related expenses you pay for that are necessary for you to work. The deductions 
that likely apply to your situation are explained below.  

● Un-incurred Business Expenses:  These are business-related contributions made by 
others.  For example, the state Vocational Rehabilitation agency gives you a computer or 
a friend works for your business for free.  For an item or service to qualify as an un-
incurred business expense, it must be one that the IRS would allow as a deductible 
expense if you had paid for it. 

● Impairment Related Work Expenses (IRWE):  This is an expense that you pay for that is 
not reimbursed, is related to an impairment being treated by a healthcare provider and 
enables you to work. 
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Phase 2-Extended Period of Eligibility (EPE): The month after your TWP ends, you begin a 36-
month Extended Period of Eligibility.  During the EPE, you are entitled to your SSDI in months 
your work is not SGA.  If your work is SGA, you will not be due a payment for that month. 

Phase 3-Post EPE: This phase begins after the 36th month of your EPE.  If your work is not SGA, 
your SSDI continues.  If your work is SGA, your SSDI will terminate.  However, there is a work 
incentive called Expedited Reinstatement (ExR) that may be used to quickly restart the SSDI if 
you can’t maintain SGA level work.  I will provide more details about this work incentive when 
you are closer to this phase. 

Option 3: 
Descriptor for a Title II disability beneficiary who has not been entitled to benefits for at least 
24 months OR has ceased 

Social Security Disability Insurance (SSDI): SSDI has 3 phases of work rules, each with work 
incentives to support your efforts to work.  Some of the work incentives allow you to maintain 
SSDI when working, while others allow you to restart the benefit if it stops.  When you are self-
employed, Social Security will look at the net income from your business to determine your 
earnings, which they call Net Earnings from Self-Employment, or NESE.  NESE is: 

Gross business income – Business expenses = Net Profit 

Net Profit x 0.9235 (one-half of self-employment tax) = NESE 

In a few situations, Social Security will average NESE over a number of months, but generally 
they use your actual NESE for the month.   

Phase 1- Trial Work Period (TWP): During the TWP, you can earn an unlimited amount and 
receive your SSDI, as long as you still have a disabling impairment.  Your TWP ends when you 
use nine TWP months within a 5-year period.  Social Security will count a month as a TWP 
month if your NESE is more than $970 (2022 rate) or if you spend more than 80 hours in self-
employment activity. 

Understanding SGA: After the TWP is over Social Security will decide whether your work activity 
is Substantial Gainful Activity (SGA).  Social Security will use a three-test process to determine if 
your work is SGA.  I recommend you keep a log of your work activity (e.g., hours worked and 
type of tasks) and share that with Social Security when they conduct a work review so they 
have an accurate understanding of your work.  A finding of SGA in any single test means SSA 
will consider your work that month SGA. 

● Test 1:  During the first test, they determine if you provide significant services to the 
business and have countable income above the SGA guideline.  If you do all the work in 
the business, your services are significant.  If others work for your business, your 
services are significant if you spend more than half of the total time required for 
business management or more than 45 hours per month in management activities.  In 
regard to countable income, they compare your monthly countable NESE to a guideline 
of $1,350 (2022 rate).  Social Security may not count all of your NESE when deciding 
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your countable income.  For example, they deduct the value of business-related items or 
services you receive at no cost and impairment-related expenses you pay for that are 
necessary for you to work. The deductions that likely apply to your situation are 
explained below.  

o Un-incurred Business Expenses:  These are business-related contributions made 
by others.  For example, the state Vocational Rehabilitation agency gives you a 
computer or a friend works for your business for free.  For an item or service to 
qualify as an un-incurred business expense, it must be one that the IRS would 
allow as a deductible expense if you had paid for it. 

o Impairment Related Work Expenses (IRWE):  This is an expense that you pay for 
that is not reimbursed, is related to an impairment being treated by a healthcare 
provider and enables you to work. 

● Test 2:  If you are not providing significant services and have countable income below 
the SGA guideline, they move to the second test.  During the second test, they compare 
your work activity to that of non-disabled individuals doing the same or similar work in 
your community as a means of livelihood. 

● Test 3:  If your work activity does not compare to a non-disabled individual doing similar 
work as a means of livelihood, they move to the third test.  During the third test, they 
determine if your work is worth more than the SGA guideline when compared to the 
salary a business owner would pay an employee to perform the same duties.  If not, 
your work would likely not be considered SGA. 

The first time your work is SGA, Social Security pays your SSDI for 3 months.  This is called the 
Grace Period, the first month of which is known as the cessation month.  This can occur any 
time after the Trial Work Period ends.   

Phase 2-Extended Period of Eligibility (EPE): The month after your TWP ends, you begin a 36-
month Extended Period of Eligibility.  During the EPE, you are entitled to your SSDI in months 
that your work is not SGA.  If your work is SGA, you will not be due a payment for that month.  

Phase 3-Post EPE: This phase begins after the 36th month of your EPE.  If your work is not SGA, 
your SSDI continues.  If your work is SGA, your SSDI will terminate.  However, there is a work 
incentive called Expedited Reinstatement (ExR) that may be used to quickly restart the SSDI if 
you can’t maintain SGA level work.  I will provide more details about this work incentive when 
you are closer to this phase. 

Supplemental Security Income (SSI): SSI is a cash benefit for people with disabilities who have 
low income and resources.  The amount you get is reduced if you have other income.  With self-
employment, Social Security looks at net income from the business to determine your earnings, 
which they call Net Earnings from Self-Employment, or NESE.  NESE is: 

Annual gross business income – Annual business expenses = Annual Net Profit 

Annual Net Profit x 0.9235 (one-half of self-employment tax) = Annual NESE 
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Annual NESE / 12 = Monthly NESE 

The annual NESE is divided by 12 to get the NESE for each month, regardless of the number of 
months you are in business.   

Many people think they’ll have less money if they work, but that’s a myth.  Social Security 
doesn’t count all of your income when calculating your SSI amount.  They deduct $20 from your 
unearned income; if you don’t have unearned income, they deduct it from your monthly 
NESE.  Then they deduct $65 of your monthly NESE and divide the remainder of those earnings 
in half.  The amount of income left after the deductions is called total countable income.  Social 
Security subtracts your total countable income from your base SSI rate; the remainder is your 
new SSI amount.  Because of these deductions, you have more money when working. 

With self-employment, you will likely have business related assets such as a business bank 
account, inventory, and equipment.  If your business is a sole proprietorship or simple 
partnership (not a limited liability company or a corporation) the assets in your business will not 
be counted toward the $2,000 SSI resource limit, as long as the assets are in current use.  This 
work incentive is called Property Essential to Self-Support (PESS). 

If your earnings cause the SSI to drop to $0 you can keep your SSI claim open by using a work 
incentive called 1619(b).  With 1619(b), you contact Social Security when your income is low 
enough to get SSI again and they will restart your benefit; you don’t have to reapply.  Later in 
this report, I will explain how you can also keep Medicaid through 1619(b).  To use 1619(b), you 
must: still have a disability, have countable resources below $2,000, need Medicaid, and earn 
under the annual limit ($xx,xxx – 2022). 
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