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A.   If an individual or his or her spouse uses his or her funds to purchase a                                                                      mortgage note, loan, installment contract or similar financial instrument, the Department may consider such a transaction a transfer of assets for less than fair market value. 
B.
The purchase of a bona fide mortgage note, loan, installment contract or similar financial instrument is not considered a transfer of assets for less than fair market value if the mortgage note, loan, installment contract or similar financial instrument:
     1.
has a repayment term that is actuarially sound (as determined in accordance with actuarial publications of the Office of the Chief Actuary of the Social Security Administration); and

2.
provides for payments to be made in equal amounts during the term of the loan, with no deferral and no balloon payments; and
3.   prohibits the cancellation of the balance upon the death of the lender.
C.
A mortgage note, loan, installment contract or similar financial instrument is considered bona fide only if:


1.
a repayment agreement is in place at the time the funds are dispersed; and


2.
repayment is made to:

a. the individual applying for or receiving LTC services under Medicaid; or
b. the individual’s spouse; or
c. the child of the individual or spouse, provided the child is considered blind or disabled under the criteria for SSI eligibility.
D.
An individual or spouse who purchases a mortgage note, loan, installment contract or similar financial instrument that does not meet the criteria described in 3029.14 B and C is considered to have made a transfer of assets for less than fair market value.
E.
The uncompensated value involving the purchase of a mortgage note, loan, installment contract or similar financial instrument that does not meet the 
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E. (continued)

criteria described in 3029.14 B and C is considered the outstanding                                                                              balance due as of the date of the institutionalized individual’s application for Medicaid benefits.
F.
Notwithstanding any other provision of this paragraph, the Department                                                                                             evaluates a mortgage note, loan, installment contract or similar financial instrument, and the income stream derived from any such instrument, as an available asset.
G.
The Department considers the individual payments derived from a mortgage note, loan, installment contract or similar financial instrument as counted income.

