
42 C.F.R. § 413.50
Apportionment of allowable costs.

(a) Consistent with prevailing practice in which third-party organizations pay for health care on a cost basis,
reimbursement under the Medicare program involves a determination of—

(1) Each provider's allowable costs for producing services; and

(2) The share of these costs which is to be borne by Medicare. The provider's costs are to be determined in
accordance with the principles reviewed in the preceding discussion relating to allowable costs. The share to be
borne by Medicare is to be determined in accordance with principles relating to apportionment of cost.

(b) In the study and consideration devoted to the method of apportioning costs, the objective has been to
adopt methods for use under Medicare that would, to the extent reasonably possible, result in the
program's share of a provider's total allowable costs being the same as the program's share of the
provider's total services. This result is essential for carrying out the statutory directive that the program's
payments to providers should be such that the costs of covered services for beneficiaries would not be
passed on to nonbeneficiaries, nor would the cost of services for nonbeneficiaries be borne by the program.

(c) A basic factor bearing upon apportionment of costs is that Medicare beneficiaries are not a cross section of
the total population. Nor will they constitute a cross section of all patients receiving services from most of
the providers that participate in the program. Available evidence shows that the use of services by persons
age 65 and over differs significantly from other groups. Consequently, the objective sought in the
determination of the Medicare share of a provider's total costs means that the methods used for
apportionment must take into account the differences in the amount of services received by patients who
are beneficiaries and other patients serviced by the provider.
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