
42 C.F.R. § 435.832
Post-eligibility treatment of income of institutionalized individuals:
Application of patient income to the cost of care.

(a) Basic rules. (1) The agency must reduce its payment to an institution, for services provided to an individual
specified in paragraph (b) of this section, by the amount that remains after deducting the amounts
specified in paragraphs (c) and (d) of this section, from the individual's total income.

(2) The individual's income must be determined in accordance with paragraph (e) of this section.

(3) Medical expenses must be determined in accordance with paragraph (f) of this section.

(b) Applicability. This section applies to medically needy individuals in medical institutions and intermediate
care facilities.

(c) Required deductions. The agency must deduct the following amounts, in the following order, from the
individual's total income, as determined under paragraph (e) of this section. Income that was disregarded
in determining eligibility must be considered in this process.

(1) Personal needs allowance. A personal needs allowance that is reasonable in amount for clothing and other
personal needs of the individual while in the institution. This protected personal needs allowance must be at
least—
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