
42 C.F.R. § 413.144
Depreciation: Allowance for depreciation on fully depreciated or
partially depreciated assets.

(a) Principle. Depreciation on assets being used by a provider at the time it enters into the Medicare program is
allowed. This principle applies even though such assets may be fully or partially depreciated on the
provider's books.

(b) Application. Depreciation is allowable on assets being used at the time the provider enters into the
program. This applies even though such assets may be fully depreciated on the provider's books or fully
depreciated with respect to other third-party payers. So long as an asset is being used, its useful life is
considered not to have ended, and consequently the asset is subject to depreciation based upon a revised
estimate of the asset's useful life as determined by the provider and approved by the contractor. Correction
of prior years' depreciation to reflect revision of estimated useful life should be made in the first year of
participation in the program unless the provider has used the optional method (§ 413.139), in which case
the correction should be made at the time of discontinuing the use of that method. If an asset has become
fully depreciated under Medicare, further depreciation is not appropriate or allowable, even though the
asset may continue in use.
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