
42 C.F.R. § 413.53
Determination of cost of services to beneficiaries.

(a) Principle. Total allowable costs of a provider will be apportioned between program beneficiaries and other
patients so that the share borne by the program is based upon actual services received by program
beneficiaries. The methods of apportionment are defined as follows:

(1) Departmental method—(i) Methodology. Except as provided in paragraph (a)(1)(ii) of this section with
respect to the treatment of the private room cost differential for cost reporting periods starting on or after
October 1, 1982, the ratio of beneficiary charges to total patient charges for the services of each ancillary
department is applied to the cost of the department; to this is added the cost of routine services for program
beneficiaries, determined on the basis of a separate average cost per diem for general routine patient care areas
as defined in paragraph (b) of this section, taking into account, in hospitals, a separate average cost per diem
for each intensive care unit, coronary care unit, and other intensive care type inpatient hospital units.

(ii) Exception: Indirect cost of private rooms. For cost reporting periods starting on or after October 1, 1982, except
with respect to a hospital receiving payment under part 412 of this chapter (relating to the prospective payment
system), the additional cost of furnishing services in private room accommodations is apportioned to Medicare
only if these accommodations are furnished to program beneficiaries, and are medically necessary. To determine
routine service cost applicable to beneficiaries—

(A) Multiply the average cost per diem (as defined in paragraph (b) of this section) by the total number of
Medicare patient days (including private room days whether or not medically necessary);

(B) Add the product of the average per diem private room cost differential (as defined in paragraph (b) of this
section) and the number of medically necessary private room days used by beneficiaries; and

(C) Effective October 1, 1990, do not include private rooms furnished for SNF-type and NF-type services under
the swing-bed provision in the number of days in paragraphs (a)(1)(ii)(A) and (B) of this section.

(2) Carve-out out method. (i) The carve-out out method is used to allocate hospital inpatient general routine
service costs in a participating swing-bed hospital, as defined in § 413.114(b). Under this method, effective for
services furnished on or after October 1, 1990, the reasonable costs attributable to the inpatient routine SNF-
type and NF-type services furnished to all classes of patients are subtracted from total inpatient routine service
costs before computing the average cost per diem for inpatient routine hospital care.

(ii) The cost per diem attributable to the routine SNF-type services covered by Medicare is based on the regional
Medicare swing-bed SNF rate in effect for a given calendar year, as described in § 413.114(c). The Medicare SNF
rate applies only to days covered and paid as Medicare days. When Medicare coverage runs out, the Medicare rate
no longer applies.

(iii) The cost per diem attributable to all non-Medicare swing-bed days is based on the average statewide
Medicaid NF rate for the prior calendar year, adjusted to approximate the average NF rate for the current
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calendar year.

(iv) The sum of total Medicare SNF-type days multiplied by the cost per diem attributable to Medicare SNF-type
services and the total NF-type days multiplied by the cost per diem attributable to all non-Medicare days is
subtracted from total inpatient general routine service costs. The cost per diem for inpatient routine hospital care
is computed based on the remaining inpatient routine service costs.
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