26 CFR 601.601: Rules and regulations. tive, external standard that is not linked to .02 Section 3.06 of Rev. Proc. 97-13 i
(Also Part, 88 103, 141, 145; 1.141-3, 1.145-2)) the output or efficiency of a facility. modified to add the following text at the
.05 Section 3.06 of Rev. Proc. 97-1&nd:
Rev. Proc. 2001-39 defines a per-unit fee as a fee based on a
SECTION 1. PURPOSE unit of service provided specified in the
contract or otherwise specifically deter-
This revenue procedure modifies thenined by an independent third party, such
definitions of capitation fee and per-unitas the administrator of the Medicare pro-
fee in Rev. Proc. 97-13, 1997-1 C.B. 63%ram, or the qualified user.
to permit an automatic increase of those .06 Neither the capitation fee definition linked to the outout or efficiency of a
fees according to a specified, objectivenor the per-unit fee definition expressly facility. E P le. the G Y
external standard that is not linked to theontemplates an automatic increase basedl:';’“.:I ! )I/ q or egample’ f opsm:jmer
output or efficiency of a facility (for ex- on a specified, objective, external stan- thm;et n ke.x and simriar external Indices
ample, the Consumer Price Index). dard not linked to the output or efficiency - o "ack INCIEASES I prices in an are
or increases in revenues or costs in a

of the facility. . L
SECTION 2. BACKGROUND .07 This revenue procedure clarifies ijn:rgztry are objective, external stan-

.01 Rev. Proc. 97-13 sets forth condithat a capitation fee and a per-unit fee
tions under which a management contraffay be determined using an automatic in-
does not result in private business us@éase according to a specified, objective,=CTION 5 INQUIRIES
under § 141(b) of the Internal Revenué&xtérmal standard that is not linked to the o fyrther information regarding this
Code. The revenue procedure also a@Htput or efficiency of a facility (for ex- reyenue procedure, contact David White

A fee that is a stated dollar amount
specified in the contract does not fail tc
be a per-unit fee as a result of a provi
sion under which the fee may automati
cally increase according to a specified
objective, external standard that is no

plies to determinations of whether a mar@mple, the Consumer Price Index). at (202) 622-3980 (ot a toll-free call).
agement contract causes the test i
§ 145(a)(2)(B) to be met. SECTION 3. SCOPE SECTION 6. EFFECT ON OTHER

.02 Section 3 of Rev. Proc. 97-13 de- This revenue procedure applies WherPOCUMENTS
fines various terms, including capitatiorunder a management contract, a Service this revenue procedure modifies Rev
fee, periodic fixed fee, and per-unit fee. provider provides management or othepoe 97-13 1997—1 C.B. 632

.03 Section 3.02 of Rev. Proc. 97-13ervices involving property financed ' T

defines a capitation fee as a fixed periodigith proceeds of an issue of state 0BECTION 7. EFFECTIVE DATE
amount for each person for whom the sefocal bonds subject to § 141 or

vice provider or the qualified user as§ 145(a)(2)(B). This revenue procedure is effective. for
sumes the responsibility to provide all any management contract entered intc
needed Services for a Specified period S%ECT'ON 4. MOD'F'CATIONS mate”a”y mOdIerd, or extended (Other
long as the quantity and type of services than pursuant to a renewal option) on o

.01 Section 3.02 of Rev. Proc. 97-13 igier July 9, 2001.
odified to add the following text imme- '
iately before the last sentence:

actually provided to covered persons, In addition, an issuel

varies substantially. A capitation fee ma: may apply this revenue procedure to an
include a variable component of up to 2 management contract entered into prior t
percent of the total capitation fee de-  Afixed periodic amount may include July 9, 2001.
signed to protect the service provider an automatic increase according to ?RAFTING INFORMATION
against risks such as catastrophic loss.  specified, objective, external standar

.04 Section 3.05 of Rev. Proc. 97-13 that is not linked to the output or effi- The principal authors of this revenue
defines a periodic fixed fee as a stated ciency of a facility. For example, theprocedure are Mary Truchly and Rebecc.
dollar amount for services rendered for a Consumer Price Index and similarHarrigal, Office of Chief Counsel.
specified period of time. The definition external indices that track increases in
of periodic fixed fee provides that the prices in an area or increases in rev-
stated dollar amount may automatically enues or costs in an industry are objec-
increase according to a specified, objec- tive, external standards.



