
42 C.F.R. § 413.9
Cost related to patient care.

(a) Principle. All payments to providers of services must be based on the reasonable cost of services covered
under Medicare and related to the care of beneficiaries. Reasonable cost includes all necessary and proper
costs incurred in furnishing the services, subject to principles relating to specific items of revenue and cost.
However, for cost reporting periods beginning after December 31, 1973, payments to providers of services
are based on the lesser of the reasonable cost of services covered under Medicare and furnished to program
beneficiaries or the customary charges to the general public for such services, as provided for in § 413.13.

(b) Definitions—(1) Reasonable cost. Reasonable cost of any services must be determined in accordance with
regulations establishing the method or methods to be used, and the items to be included. The regulations in
this part take into account both direct and indirect costs of providers of services. The objective is that under
the methods of determining costs, the costs with respect to individuals covered by the program will not be
borne by individuals not so covered, and the costs with respect to individuals not so covered will not be
borne by the program. These regulations also provide for the making of suitable retroactive adjustments
after the provider has submitted fiscal and statistical reports. The retroactive adjustment will represent the
difference between the amount received by the provider during the year for covered services from both
Medicare and the beneficiaries and the amount determined in accordance with an accepted method of cost
apportionment to be the actual cost of services furnished to beneficiaries during the year.
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