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l. PURPOSE
The purpose of this directive is to advise social services districts
of a new policy regarding treatnent of |oans for applicants and
reci pients who are eligible for ADC

. BACKGROUND
Previously, any loan froma non-legally responsible person that was
unrestricted was counted as inconme in the nonth received. Feder a
policy has been anmended to allow for the disregard of bona fide | oans
received by an ADC assistance unit fromindividuals not liable for
their support. The basis for this policy is that the borrower has an
obligation to repay the loan. Therefore, a | oan does not result in a
gain to the borrower and should not be considered income or a
resource.
Departnment regulation 352.22(c) has been anmended to support this
pol i cy.

[, PROGRAM | MPLI CATI ONS
Wien deternmining eligibility and degree of need for ADC, social
services districts can no |onger budget bona fide Iloans from non-
| egal |y responsi bl e persons as incone or count such | oans agai nst the
resource limt.

I V. REQUI RED ACTI ON

A. Publ i ¢ Assi st ance

A bona fide |oan which is received by an applicant or recipient
who is eligible for ADC does not count as income or resources
when the lender is not legally liable for the support of a
nmenber of the assistance unit. Soci al services district staff
nust eval uate the evidence to determnine and docunent in the case
record that the funds are indeed a | oan

Attachment A "Exenption of Bona Fide Loans Worksheet" may help
workers to decide if incone qualifies to be disregarded as a
bona fide | oan

1. Docunent ati on of a Bona Fi de Loan

Funds can be considered a bona fide | oan when the applicant
or recipient submits to the agency one of the follow ng
types of docunentation
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a. A signed witten agreenent which states that a |oan
was obtained from an individual or establishment
engaged i n the business of nmaking | oans; or

b. A signed witten agreenent between a |ender not
normal |y engaged in the business of naking |oans and a
borrower, which expresses the borrower's intent to
repay funds within a specified time; or

C. A signed witten agreenent between a |ender not
normal |y engaged in the business of naking |oans and a
borr ower, which expresses the borrower's express

intent to repay either by specifying real or persona
property as collateral or by promsing repaynent from
anticipated incone at the tine that such incone is
received.

Attachnment B: "Loan Repaynent Agreenment” is included
in this ADM If other witten docunentation is not
avai | abl e that establishes that the noney is a bona fide
| oan, the borrower and |ender can conplete this formto
document the | oan

EXAMPLES

Applicants (ADC): M. and Ms. North and their children applied
for public assistance when M. North lost his job. The case
category is ADC U. The househol d has rent expenses that exceed

the district shelter maxi mum The wor ker di scussed the anount
of the shelter allowance with the fanily and asked how they wil|l
neet the excess. Ms. North asked her nother, Ms. Wst, for
help with the excess rent. Ms. West agreed to lend the famly
t he excess rent anmpunt nonthly provided they agree to repay her
when M. or Ms. North finds a job and the family is no | onger
on assistance. M. North and Ms. West put their agreenent in
witing and a copy is provided to the agency. Since Ms. West
is not a legally responsible relative, the loan for the excess
rent is not counted when the famly's eligibility or degree of
need is determ ned. The noney continues to be disregarded as
long as it continues to be a | oan

Reci pi ent (ADC): MVs. South and her child had been public
assi stance recipients for al nbst one year when a worker noticed
that the rent obligation exceeded the household' s shelter
al | owance by $110. Wen asked how she was paying her rent, M.
South said her grandnother, Ms. East, has | oaned her the excess
amount each nonth. The worker explained that she needed witten
verification that the noney is a | oan that she nust repay. MVs.
South presented a statenment verifying that the noney is a |oan
The nmoney is not counted. Ms. South anticipates that the
support that will be coming fromher ex-husband wll nmake the
famly ineligible for public assistance shortly. She will begin
repayi ng the loan at that tine.
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Applicant (PG ADC): M. and Ms. Farr applied for public

assi stance for thenselves and their 18 year old daughter on My
2. M. Farr's sister, Ms. CCose, has been |lending the famly
noney to nmeet their |iving expenses. Ms. Close l|oaned the
Farr's $600 in the nonth of May. She has told her brother that
she can |l end himno nore noney. Even though the noney is a bona
fide loan, because the case category is PG ADC, the noney nust
be counted as incone. The Farrs are ineligible for public
assi stance until June.

Recipient (HR): At recertification, M. H e, a single adult in
recei pt of public assistance, told his eligibility worker that
he received a $100 | oan the previous nmonth fromhis friend, M.
Lowe, and he presented docunentation that the noney was a | oan
Since M. H e receives public assistance in the HR category, the
noney i s not exenpt. The worker explained to M. Hie that the
noney nust be counted in the nonth it was received and an
over paynent nust be cal culated for that nonth.

2. St udent Loans

Student | oans received by an undergraduate student continue
to be disregarded as inconme or resources regardl ess of case
cat egory. Student | oans received by a graduate student
will be disregarded as incone or resources unless the
graduate student is a Home Relief recipient. Student |oans
received by a graduate student whose case category is HR
(PG ADC) continue to be treated as stated in the Public
Assi st ance Source Book (PASB) XVI-N-1 and 2.

3. Resour ces

Bona fide | oans are exenpt as resources for ADC
applicants/recipients as | ong as t hey retain t he
characteristics of a | oan. For exanple, a household that
has a savi ngs account bal ance of $3,000 and verifies that
the full amount 1is the principal of a bona fide |oan can
have t hat anmount disregarded from the public assistance
resource limt indefinitely. |If the noney is later used to
purchase a resource, such as a car, the equity value of the
resource nust be determined and counted. Only | ega

encunbrances, such as liens against the title or ownership
of the resource, can reduce the equity val ue. In this
exanple, the $3,000 loan is withdrawmn from the bank and
used to pay the full cost of a car. The NADA trade-in
val ue of the car is $2,900. There is no lienholder on the
title. The equity value of the vehicle is $2,900. The

full anpbunt must count against the household' s resource
limt.
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B. Food St anps
Al loans, including loans fromprivate individuals as well as
comercial institutions, other than educational |oans on which
paynment is deferred, are excluded as incone for food stanps.
See the Food Stanp Source Book (FSSB) Xl I-H 4 for information on
how t o budget educational incone.
C Medi cal Assi stance
A bona fide loan, as described in Section IV.A., received by a
MA only AR will not be counted as incone or a resource, across
program |ines. The loan wll remain an exenpt resource
indefinitely as long as it retains the characteristics of a bona
fide | oan. Any interest accrued on a bona fide loan will be
consi dered unearned i ncone.
Attachment B (Loan Repaynent Agreenent) nmay be used as
documentation of a bona fide loan if other documentation is not
avai |l abl e.
I V. SYSTENS | MPLI CATI ONS
None
V. EFFECTI VE DATE

The effective date of this directive is OCctober 21, 1992, t he
ef fective date of the regul ation.

Gscar R Best, Jr.
Deputy Conmi ssi oner
Di vi sion of Economic Security
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Case Narme:

Case Nunber:

Borrower's Nane:

EXEMPTI ON OF BONA FI DE LOANS WORKSHEET

(For use only when the | oan cannot be exenpted under sone ot her provision of
the regul ations; for example, 352.16(b) student grants and loans to
under gr aduat es. )

1. The borrower's case category of public assistance is:
ADC Go to question 2.
HR (PG ADC) STOF. The nopney cannot be disregarded as a | oan

2. Is the Il ender a person or establishnment whose business is naking | oans?

Yes. Go to 2a.
No. Go to question 3.

2a. Nane of |ender
One of the follow ng nust be present.
1. A signed witten | oan agreenent, or
2. Oficial correspondence fromthe lending institution that
establishes that the noney is a | oan.

Docurmentation is not present. STOP. The npbney cannot be
di sregarded as a | oan

Docurmentation is present. The nbney can be di sregarded.
Go to question 6.

3. Is the lender a legally responsible relative to the borrower or to a
menber of the borrower's assistance unit?
Yes. STOP. The noney cannot be disregarded as a | oan
No. Go to question 4.

4, Name of | ender?

Addr ess of |ender?

Rel ati onship of |ender to borrower.

To be considered a bona fide |oan, valid docunentation that neets the
foll owi ng mninumrequirenents nust be present:

a. There nust be a witten agreenent signed by the borrower and the
| ender; and

b. The agreenent nust show the borrower's intent to repay the funds
within a specified tine; or

C. The agreenent nmust show the borrower's intent to repay by
speci fying real or personal property as collateral; or

d. The agreenent nmust show the borrower's intent to repay by

prom sing repaynment from future income at the tine that such
incone is received.
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I's valid docunentation present?

Yes. The |l oan can be disregarded. (Go to question 6 for tracking
for resource purposes.)

No. STOP. The nopney cannot be disregarded as a | oan

RESOURCES

6. Is any of the bona fide | oan kept past the nonth of receipt?

Yes. Co to 6a.

~__ No. STOP. No further action needed

a. Discuss with borrower how the proceeds of the loan will be
identifiable as separate and apart fromresources that must count
agai nst the resource limt.

REMARKS




LOAN REPAYMENT AGREEMENT

One tinme | oan

I, , | oaned

ATTACHVENT B

Narme of Lender Narme of Borrower

t he anount of $ on

will repay this |oan.

Name of Borrower

repaid as shown bel ow.

Recurring | oan

I, , |l oan

Dat e

The |l o

an will be

Name of Borrower

t he anount of $ each

Date of First Loan.

Qur agreenent is that this loan will be repaid:

nont h

The loan will be repaid as shown bel ow.

starting

(Pl ease show when repaynent is expected by checking the appropriate
st at enent)

+-+ Wen has enough i ncone to go

+-+ Narme of borrower

of f of Public Assistance/ Medi cal Assi stance.

+-+ O her (specify arrangenent)

Si gnature of Borrower

Dat e

Si gnature of Lender

Dat e



