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(to a private individual) in the par-
ticular geographic area involved.

[40 FR 48915, Oct. 20, 1975, as amended at 44
FR 43266, July 24, 1979; 50 FR 42687, Oct. 22,
1985]

§ 416.1220 Property essential to self-
support; general.

When counting the value of resources
an individual (and spouse, if any) has,
the value of property essential to self-
support is not counted, within certain
limits. There are different rules for
considering this property depending on
whether it is income-producing or not.
Property essential to self-support can
include real and personal property (for
example, land, buildings, equipment
and supplies, motor vehicles, and tools,
etc.) used in a trade or business (as de-
fined in § 404.1066 of part 404), nonbusi-
ness income-producing property
(houses or apartments for rent, land
other than home property, etc.) and
property used to produce goods or serv-
ices essential to an individual’s daily
activities. Liquid resources other than
those used as part of a trade or busi-
ness are not property essential to self-
support. If the individual’s principal
place of residence qualifies under the
home exclusion, it is not considered in
evaluating property essential to self-
support.

[50 FR 42687, Oct. 22, 1985]

§ 416.1222 How income-producing
property essential to self-support is
counted.

(a) General. When deciding the value
of property used in a trade or business
or nonbusiness income-producing ac-
tivity, only the individual’s equity in
the property is counted. We will ex-
clude as essential to self-support up to
$6,000 of an individual’s equity in in-
come-producing property if it produces
a net annual income to the individual
of at least 6 percent of the excluded eq-
uity. If the individual’s equity is great-
er than $6,000, we count only the
amount that exceeds $6,000 toward the
allowable resource limit specified in
§ 416.1205 if the net annual income re-
quirement of 6 percent is met on the
excluded equity. If the activity pro-
duces less than a 6-percent return due
to circumstances beyond the individ-
ual’s control (for example, crop failure,

illness, etc.), and there is a reasonable
expectation that the individual’s activ-
ity will again produce a 6-percent re-
turn, the property is also excluded. If
the individual owns more than one
piece of property and each produces in-
come, each is looked at to see if the 6-
percent rule is met and then the
amounts of the individual’s equity in
all of those properties producing 6 per-
cent are totaled to see if the total eq-
uity is $6,000 or less. The equity in
those properties that do not meet the
6-percent rule is counted toward the al-
lowable resource limit specified in
§ 416.1205. If the individual’s total eq-
uity in the properties producing 6-per-
cent income is over the $6,000 equity
limit, the amount of equity exceeding
$6,000 is counted as a resource toward
the allowable resource limit.

Example 1. Sharon has a small business in
her home making hand-woven rugs. The
looms and other equipment used in the busi-
ness have a current market value of $7,000.
The value of her equity is $5,500 since she
owes $1,500 on the looms. Sharon’s net earn-
ings from self-employment is $400. Since
Sharon’s equity in the looms and other
equipment ($5,500) is under the $6,000 limit
for property essential to self-support and her
net income after expenses ($400) is greater
than 6 percent of her equity, her income-pro-
ducing property is excluded from countable
resources. The home is not considered in any
way in valuing property essential to self-sup-
port.

Example 2. Charlotte operates a farm. She
owns 3 acres of land on which her home is lo-
cated. She also owns 10 acres of farm land
not connected to her home. There are 2 tool
sheds and 2 animal shelters located on the 10
acres. She has various pieces of farm equip-
ment that are necessary for her farming ac-
tivities. We exclude the house and the 3 acres
under the home exclusion (see § 416.1212).
However, we look at the other 10 acres of
land, the buildings and equipment separately
to see if her total equity in them is no more
than $6,000 and if the annual rate of return is
6 percent of her equity. In this case, the 10
acres and buildings are valued at $4,000 and
the few items of farm equipment and other
inventory are valued at $1,500. Charlotte
sells produce which nets her more than 6 per-
cent for this year. The 10 acres and other
items are excluded as essential to her self-
support and they continue to be excluded as
long as she meets the 6-percent annual re-
turn requirement and the equity value of the
10 acres and other items remains less than
$6,000.
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