
42 C.F.R. § 413.157
Return on equity capital of proprietary providers.

(a) Definitions. For purposes of this section—

Proprietary provider means a provider that is organized and operated with the expectation of earning a profit for
its owners (as distinguished from a provider that is organized and operated on a nonprofit basis). Proprietary
providers may be sole proprietorships, partnerships, or corporations. Effective for cost reporting periods
beginning on or after July 6, 1987, the term applies only to proprietary hospitals and SNFs.

(b) General rule. A reasonable return on equity capital invested and used in the provision of patient care is paid
as an allowance in addition to the reasonable cost of covered services furnished to beneficiaries by
proprietary providers.

(1) Rate of return applicable to proprietary providers for cost reporting periods beginning before July 6, 1987. Except as
provided in paragraphs (b)(2), (b)(3), and (b)(4) of this section, the amount allowable on an annual basis, for
cost reporting periods beginning before July 6, 1987, is determined by multiplying the provider's equity capital
by a percentage equal to one and one-half times the average of the rates of interest on special issues of public
debt obligations issued for purchase by the Medicare Part A Trust Fund for each of the months during the
provider's reporting period or portion thereof covered under the program.

(2) Rate of return for inpatient hospital services furnished by proprietary hospitals. The rate used in determining the
return for inpatient hospital services is a percentage of the average of the rates of interest described in
paragraph (b)(1) of this section. The percentages applicable to inpatient hospital services are as follows:
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