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Subject:	Clarification of Eligible Medical Expenses





I.	PURPOSE:





	The purpose of this Notice is to clarify existing guidance on a medical deduction for Long-Term-Care insurance premiums (LTCIP).  Owners and agents have been calling to ask about the eligibility of LTCIP as a deduction when calculating medical expenses for use in rent setting.





II.	AUTHORITY:





	Authority is provided by Section 3(b)(5)(C)(i) of the Housing Act of 1937, as amended (42 U.S.C. 1437 note).  Further guidance is provided in the Housing regulations at 24 CFR Part 5.603(d), definition of medical expenses.





III.	COVERAGE:





	This Notice is for all sponsor/owner/borrowers and Multifamily Hub/Program Center (Hub/PC) staff.  The clarification herein covers all subsidized tenants in insured or assisted housing projects.





IV.	POLICY:





	Section 3-28 and Figure 3-5 of HUD Handbook 4350.3 "Occupancy Requirements of Subsidized Multifamily Housing," explain eligible medical deductions for use in rent calculations either at initial occupancy or later.  Health insurance premiums are listed, but LTCIP are neither mentioned as an eligible expense, nor excluded.





	A.	LTC Insurance Policies:





	Thus, LTCIP are an eligible medical expense for inclusion in any calculation of medical deductions.  LTCIP costs may be considered at initial occupancy (for new tenants), or at the next regular or interim recertification, consistent with current procedures.





	Owner/borrower/management agents should use number 40 of The 50059 Data requirements, for determining Adjusted Gross Income.





		For those individuals or families wanting LTCIP counted as an eligible medical expense, they must sign the certification at Attachment 1, and have this certification included in their occupancy file.





	B.	Insurance Payment Proceeds (LTCIPR):





		Additionally, under certain circumstances, LTCIPR must be added to tenant's gross income.





	If LTCIPR payments exceed $180/day for the period covered by the insurance (OR $67,700 annually), the amounts exceeding the limits noted should be reported by the tenant in a timely manner and counted toward gross income, consistent with current procedures.





V.	For Further Information:





	Field Office housing project managers may telephone Jerry Nachison at (202)-708-0614 x2485 for 90 days after publication of this notice.  After that, they should call their assigned Desk office.





	Project owners/management agents should call their housing project manager in the field office which has jurisdiction over that project, for further assistance.











	William C. Apgar


	Assistant Secretary for 


	Housing-Federal Housing 


	Commissioner





�
	Attachment 1





(to be reproduced


locally)








CERTIFICATION FOR QUALIFIED LONG TERM INSURANCE EXPENSES:








	I CERTIFY THAT THE LONG TERM CARE INSURANCE FOR WHICH I PAY PREMIUMS (_____insert Policy Provider Name/Policy Number______) MEETS THE FOLLOWING CONDITIONS.  IT:





1.	is guaranteed renewable;





2.	does not provide a cash surrender value which can be paid, assigned, pledged or borrowed;





3.	must provide that refunds, other than refunds on the death of the insured or complete surrender or cancellation of the contract, and dividends under the contract may be used only to reduce future premiums or increase future benefits; And,





4.	generally, must not pay or reimburse expenses incurred for services or items that would be reimbursed under Medicare (except where Medicare is a secondary payer or the contract makes per diem or other periodic payments without regard to expenses)





	_______________________


	Name (print)





		_______________________


		Name (sign)





		_______________________


		Unit Number








