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9D - LOANS REQUIRING REPAYMENT

The purpose of this section is to set forth procedures to use when determin-
ing whether a loan requires repayment and is therefore considered as property
rather than income in the wmonth of receipt. It is the intent of the Medi-
Cal program regulations to follow the guidelines used by the SSI/SSP program
in determiniag whether or not a loan requires repavment. The following

loans should be considered as property.

1.

Commercial Loans

Commercial loans are usually negotiated between two or more individuals,
or between individuals and financial institutiouns such as bhanks ot
finance companies. In commercial loan situations, there are formal
contracts between the borrower and the individual or establishment
engaged in the business of making loans. Such formal contracts uysually
specify the borrower's promise to pay a designated sum of money at a
specified time upon demand.

If it is determined that only a portion of the total loan must be
repaid, which may be the case in certain nonexempt student loans, only
that portion which muist be repaid should be considered as property in

‘the month of receipt. The remainder should be considered as income

and apportioned in accordance with Title 22, Section 350517.

Informal Loans

In many cases, lcans which are negotiated between individuals are
informal. Such loans may be made on the basis of a verbal or a formal
written agreement, This is especially true where loans are transacted
between relatives or friends. For treatment as property for Medi-Cal
purposes, a loan may be established regardless of whether or not a
written instrument existed as of the date of the receipt of the funds.

In order to be considered property, vather than income, the loan agree-

ment (whether oral or written) must include the following components:

a. The borrower's ackmnowledgment of obligation to repay (with or
without interest) and -

b, Either:

(1) A timetable and plan for repayment (e.g., borrower plams to
repay the loan when he receives future anticipated income)
oT

(2) The borrower’s axpress intent to repay either by pledging
real or petrsonal property or anticipated income. It is not
necessary that the loan b P osoleilr by specific items
of collateral such as rza przperty. It is oniy
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necessary that the borrower express his/her intent to repay
the lecan when funds become available in the future and
indicate that he/she will begin repaying the loan when
he/she receives future anticipated income (e.g., loan will
“be repaid as soon as UI3 begins or employment begins).

¢. In the case of oral lcocans, a statement must be obtained from the
borrower and the lender which documents that the conditions
listed above existed at the time the loan occurred.
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