
42 C.F.R. § 413.30
Limitations on payable costs.

(a) Introduction—(1) Scope. This section implements section 1861(v)(1)(A) of the Act by setting forth the
general rules under which CMS may establish limits on SNF and HHA costs recognized as reasonable in
determining Medicare program payments. It also sets forth rules governing exemptions and exceptions to
limits established under this section that CMS may make as appropriate in considering special needs or
situations of particular providers.

(2) General principle. Reimbursable provider costs may not exceed the costs CMS estimates to be necessary for
the efficient delivery of needed health care services. CMS may establish estimated cost limits for direct or
indirect overall costs or for costs of specific services or groups of services. CMS imposes these limits
prospectively and may calculate them on a per admission, per discharge, per diem, per visit, or other basis.

(b) Procedure for establishing limits. (1) In establishing limits under this section, CMS may classify SNFs and
HHAs by factors that CMS finds appropriate and practical, including the following:

(i) Type of services furnished.

(ii) Geographical area where services are furnished, allowing for grouping of noncontiguous areas having
similar demographic and economic characteristics.

(iii) Size of institution.

(iv) Nature and mix of services furnished.

(v) Type and mix of patients treated.

(2) CMS bases its estimates of the costs necessary for efficient delivery of health services on cost reports or other
data providing indicators of current costs. CMS adjusts current and past period data to arrive at estimated costs
for the prospective periods to which limits are applied.
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