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		Abstract

		The tax law generally does not allow deductions for prepayments of future medical expenses. However, the Service has provided a significant exception for the medical portion of fees paid to continuing care retirement communities (CCRCs). The Service developed the exception over a considerable period of years with the issuance of revenue rulings and letter rulings. Unfortunately, though, the Service eventually became nervous about allowing deductions for future medical expenses and stopped issuing rulings on the subject.    

Consequently, significant uncertainties persist regarding the deductible medical portion of CCRC fees. In a recent decision, the Tax Court resolved some of the uncertainties, although not without raising new questions. This Article explains how the court filled the gaps in the apportionment methodology and discusses areas in which the court appeared to err by not following its own rationale for the apportionment. The Article also discusses tax planning ideas available to CCRCs and their residents. 
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