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DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE

TAX !XEMPT AND .
GOVERNMENT ENTITIES -
o nvrsTon | MR 3 1 o,
o - Emoloyer [dentification #
. ) __ | . Pe.r;oii To Contact/ID#:
Contact Telephone Number

Contact Persons Address:

[

- -

LAST DATE FOR FILING A PETITION
. 'WITH THE TAX COURT:
CERTIFIED MAIL =

Dear

This is a final adverse determination that you do not quallfy for exemption from

income tax under section 501(a) of the Internal Revenue Code (I.R.C.) as an

organization described in LR.C, section 501(c)(3). Internal Revenue Service

recognition of your status as an organization described In I.R.C. sectlon 501(c)(3)
" Is revoked, effective . :

Our adverse determination is made for the following reasori(s)-

You are not operated exclusively for exempt purposes within the meaning of

I.R.C, section §01(c)(3). You are not an educational or charitable organization
“within thp meaning of Treas. Reg. section 1.501(c)(3) —1(d).

Specific facts that contributed to this determination in¢luded:

1. You were .uhabl_e to document that you have carried on any actlvities for
charitable or other purposes described in L.R.C. section &01(c)(3).

2, Your primary activities have been the operatiori of an y

an ,anda . These activitles were
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operated on a commerclal basis and were not for purposes doserlbod inlR. c.
section-501 (c)(a) _

Contribufions made to you are no longer deductible as charitable contributions -
by donors for purposes of compuﬁng taxable Income for federal lncome tax
purposes.

Your are requlred to file income tax returns on Form 1120 for the tax year ending
and all subsequent tax yaars

If you decide to contest this determination in court, you must initiate a suit for
declaratory judgment in the United States for the Diatrict of Columbia before the
91" day after the date this determination was mailed to you. Contact the clerk of
the appropriate court for rules for initiating suits for declaratory Judgment. . You
may write to the Tax Court at the following address:

United States Tax Court,

The processing of income tax returns and assessment of ; any taxes due will not
be delayed because a pettﬁon for declaratory judgment has been filed under
L.LR.C, section.7428,

The las_t day for filing a petltlon for declaratory |udg'merrt is

- {f you have questions ‘about this letter, please write to the person whose name
and address are shown on this {etter. If you write, pleass attach a copy of this
letter to help identify your account. Keep a copy for your records. Also, please

‘include your telephone number and the most convenlent time for us to call, so we
can confact you If we need additional informatlon

You also have the right to contact the office of the Taxpayer Advocate. However,
. you should first contact the person whose name and telephone number are

shown above, since this person can access your tax information and can help
you get answers, Or you can contact the Taxpayer Advocate office located
nearest you by calling 1(877) T77-4778 or by writing to:

f e W T

Taxpayer Advocate assistance cannot be used as a substitute for established IRS

. procedures, formal appeals processes, etc. The Taxpayer Advocate is not able to
evorse Jegal or technically correct tax dotermlnaﬂons, riot extend the time fixed
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by law that you have to file a petition in the United sum Tax Court. The Taxpayer
‘Advocate, can, however, see that a tax matter, that may not have been resolvvd
through normal channels, gets prompt and proper handllng

Wae will notify the. appropriats State officlals of this acﬂon, as required by LR.C.
section 6104(c).

This is a final revocation {ettor.

If you have any questions, please contact the person whoae name and telephone
number are shown above.

Sincerely, .
L 8

" Enclosures,
Pub. 892
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LPARTMENT OF THE TREASURY .
Inlernal Revenue Service

TAX EXEMPT AND N\
GOVERMMENT ENTITIES *
OIVIRION

Taxpayer Identification Number:

Form:
990
Tax Year(s) Ended:

Person to Cdnté&llﬁ N'Grﬁt;s'r':
Contact Numbers: '

Telephone::
Fax:

Certified Mail - Returmn Receipt Requested

Kl

Dear Sir:

We have enclosed a copy of our report of examination explaining why we believe
revocation of your exempt status under section 501(c)(3) of the Internal Revenue Code
(Code) Is necessary.

If you accept our findings, take no further action, We will issue a final revocation letter.

If you do nat agree with our proposed revocation, you must submit to us a written
request for Appeals Office consideration within 30 days from the date of this letter to
protest our decision. Your protest should include a statement of the facts, the
applicable law, and arguments in support of your position.

An Appeals officer will review your case. The Appeals office is independent of the
Director, EO Examinations. The Appeals Office resolves most disputes informally and
promptly. The enclosed Publication 3488, The Examination Process, and Publication
892, Exempt Organizations Appeal Procedures for Unagreed Issues, explain how to
appeal an Internal Revenue Service (IR$) decision. Publication 3498 also includes
information on your rights as a taxpayer and the IRS collection process.

You may also request that wa refer this matter for technical advice as explained in
Publication B92. If we issue a determination Ietter to you based on technical advice, no
further administrative appeal is available to you within the IRS regarding the issue that
was the subject of the technical advice.

Letter 3618 (04-2002)
Cutlwlog Numbar J4808F
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if we do not hear from you within 30 days from the date of this letter, we will process
your case based on the recommendations shown in the report of examination. f you do
not protest this proposed detenmination within 30 days from the date of this letter, the
IRS will consider it to be a failure to exhaust your available administrative remedies.
Section 7428(b)(2) of the Code provides, in part: "A declaratory judgment or decree
under this section shall not be issued in any proceading unless the Tax Court, the
Claims Court, or the District Court of the United States for the District of Columbia
determines that the organization involved has exhausted its administrative remedies
within the Intemal Revenue Servics.” We will then issue a final revocation letter. We
will also notify the appropriate state ofﬁcsals of the revocation in accordance with section
6104(c) of the Cade.

You have the right to contact the office of the Taxpayer Advocate. Taxpayer Advocate
assistance is not a substitute for established IRS procedures, such as the formal
appeals process. The Taxpayer Advocate cannot reverse a legally correct tax
determination, or extend the time fixed by law that you have 1o file a petition in a United
States court. The Taxpayer Advocate can, however, see that a tax matter that may not
have bsen rasolved through normal channels gets prompt end proper handling. You
may call toll-free 1-877-777-4778 and ask for Taxpayer Advocate Assistancs. K you
preafer, you may contact your local Taxpayer Advocate at:

.

If you have any questians, please call the contact person at the telephone number .
shown in the heading of this letter. If you write, please provide a telephone number and
the most convenient time to call if we need to contact you.

!

Thank you for your cooperation.

Director, EO Examinations

Enclosures:
Publication B92
Publication 3498
Report of Examination

Letter 3618 (04-2002)
Catalog Number 34800F
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. _ |
ISSUE: Do the organization’s actlvities qualify for exemption under 501 (c) (3)?

TACYTS: ) . :
. o e wag established in and received thelr exempt
status in Octohex
. was asked to provide a copy of the Articles of Incoxporation, but it has not been
provided.

Agent requested a copy of the application for exempt status from the Records Center at
the Cincinnatl Service Center.and was told there was nothing there for this

oxganization. .

® Line a of Part I1I of the Form 990 stutes| primary purpose is “lmprove air medical
coverage in rural areas.”

s puring an interview , the president, said thay had provided flights for

individuals to go to hospitals, for fanily members to visit an accident victim, move
terminally 111 patients freom hospital to their homes and fly individoals to hospitals
for oxgan transplants.

.’ was requested to provide any documentation showing who has received assistance, how
they determine how much an individual could pay. faxes received reguesting medical
flights, coples of referrals sent to other aiy ambulance services and who had donated
flight time or fuel. The records provided do not show this information.

According to »e9 not own any aircraft. But the plctures of the
hanger and the website indicate that bad their own aircraft.

To raise money the organization set up otber for profit entities. These entities
inclnA«A .

-

. ‘ . ownad leases. on ailrcraft and ooerered an aviation sexvices
busineas. The company was owned by and
.. Each had shares. 7ne organizing document stated the profits
should go to '

A separate company, .+ would sell aviation fuel and supplies. This
company was owaed by T '

" raely
organizing document said the p.roﬂt should go to .
. has one director, ) . . He is also the preasident of
! - owns the *  for the i1 part of the United
States. This franchise allowa individuals Ttv ue«.d paxtd of planes and have use of the
plana. This is known &3 a . The articles of incorporation, for | -
, etates its pu:poae ia to provide . Ssupport services.
Accoxding to' the organization would use the planes held in the * of
for the medical flights. The owners of the planes are
asked to domate time and ruel for the organization's use.

» The website of . tells individuals they can improve air medical coverage by domating
to \ or participate in the . There iz also a statement
that the ailrcraft are available forx executive charter to offaet medical and aircraft

costs.

« Under the 1 a person would pay a monthly amount. For this
fee they would receive free access to air medical alrcraft, participation im the protit
sharing program, and eome free corrfee, tea or othar product.

e The president’s letter of says that the organization will set up a
subscription program entitled ' . Members would pay a monthly
fee and then not have to pay i: tney need use of the airczatt. The foundation will be
required to donate all profits and proceeds to ! .

The information given on the web mite cffers different levels for the °

One s monthly paymerta of SHEEEN or $HB pex year and the other is monthly
paymants of SHENE or SHMMl yer year. The participant would yeceive private
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jet transportstion for them or imadiate—fanily for serious illmess or injury, a check
for automatic participation in the and the newaletter.
For the higher nmonthly payment the participant would recaelve a small gift, such as
wbole bean coffee.
e There are mapy othar air ambulance services that are operated on a for prof.lt basia.
.. . provided the £light log of one of the aircraft, but it doesn’t state who vsed the
plane at that time or how much they paid.

said they used to have kids from the court system coms out to
facilities. The kids were shown how to fuel the aircraft and move them,
given motorcycle rides and plane rides. .
sent in copies checks received during the years cand - . The checks were for
commissions, donations, room use, products and some were not notated.

They. weze
[ ]

» During the yeaxs and received monles from the United Way. These amv:a\mts
vere fron|lll exvlovees that had checked for where they wanted their sbare of
the to go.

« A covy of a proposal. from the organization to the . dated
3, lists 4 problems that exist with most air ambulance servives. Ome of the.
problems is the high cost of the service. The organizhation’s purpose, listed in the
proposal, i3 to provide high quality non-emezgency basic and advanced life support air-
ambulance service. It askes that and its affiliates te¢ use
3as a preferred provider.

e The proposal includes the atatement “By utilizing the above resources, we w:l.ll he able
to offer lower rates and very competitive contracts to our cugtomers.”

e hccording to the propesal ~ will provide the accounting, billing,
dispatch, legal, marketlng, necu.cal equipment, medical supplies, malpractice insurance,
madical persornuel, phys:l.c:.an advisory and quality assurance. The for-profit cempany

. provides the aireraft debt service, aircraft maintenance,
aixcraft insurance, flight plnnnlng and fuel.

LA & ARGOMENT: :

IRC Section 501(c¢) (3) provides that organizations that are organized and ope.:ated exclu:ively
for charitable purposes are exempt from tax as long as no part of the net earnings !.nuza to
the benefit of a private shareholder or individual. ,

Requlation 1.501(c) (3)=~1(c) requires an organizatlon to engage primarily in activities that
accomplish oné or more of their exempt purposes. It will not be regarded as engaged

primerily in exempt activities if more than an insubstantial part of its activities is not in
furtherance of an exempt purpose.

Regqulation 1501 (c) {3}-1(d) (1) (1) provides that an organizatién is not organized or operated
exclusively for charitable purposes unless it serves a public rathar than a private interest.

Requlation 1.501(¢) (3)-1(d) (2} states r.hat the term “charitable” is used . in its generally
accepted legal sense., Charitable includes relief of the poor and distressed or of the
underprivileged; advancement of rellgion; udvancement of education or science. erection or

naintenance of public buildings mommments, or works; lessening of the burdens of government;
snd pramotion of mocial welfars.

an service ln itself is not a charity.
The is a form of l.nsurmce. Insurance is ﬁnt a charitable activity.
The docnments provided indicate that the activities, of . included medical fl:.ghts,

charter flighta, a profit sharing program, administrative services for other companies, ‘and a

Fefezral sexrvice for flights.

\

\

Y
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ISSUE: Do the organization’s activities gualify for exemption undex 501(c) (3)?
Conelusion

Interviewed the president, read agreements of related organizations, and reviswed
information provided by the taxpayer. The organization does not qualify to be

exenpt. They have not established that their primary activities are for charitable
purposes.

FACIS:

. ) was established in and received

their exempt status in October

s Line a of Part ITI of the Form 990 states pr%mary purpose is “imprave
air medical coverege in rural axeas.”

* During an interview :; the president, said they had provided £lights

far individuals to go to hospitals, for fawmily members to visit an accident
victim, move terxminally ill patients f£rom hospital to their homes and fly
individuals to hospitals for organ transplants. (Pages C00-C5)

was requested to provide any documentation showing who has receivad
ugsistance, how they deteyrmine how much an individual could pay, faxes
received requasting medical flights, copies of referrals sent to other air
ambulance services and wha had donated £flight time or fuel. The records
provided do not shew this informatien. The recoxds show that they can get
flights for individuals but not that they have. Anyone can go to the air
ambulances web sitas and find the empty legs. (Cl38 - C139) (C140 = Cl41)

» To raise money the organzzat;on set up other for profit entities. These
entitimc included :

owned leases on aircraft and operated an aviation
sexvices business. The company was ownad by

), and 1. Each had 1,000 sharea. The arganizing
document stated the prority snouiq go to' . {pages Cl15 -~ C54)
* A saparate company, vy would sell aV1atxon fual and gupplies.
This company was owned by P --

Their organizing document suic the prorir should go to
. (pages C60 ~ C65)

has one director, He is also the
president ot . ' owns the ~ for the
varc 0f the United States. to)xg rranonise uwasuws individuals ro
own pariy ua planes and heve uge of the plane. This is known as a . The
articles of incorporation, for states its purpose

is to provide alr medical support services. {(pagesCyd - L59)

» The organization p:ovided a ¢opy of the Prospectus & Informatien on

v This appears to have been written in the late

LYYUS BNA Wdy iy pasn ave the group. It i3 title'
The activities and projects shown in this prospectua have not been done by the
organization. . The funding plan includes insurance claim reimbursements,
¢ontributions, grants, subsidies from hospital sponsors, charges to other
hospitals, and non-medical use of the aizcraft. (Pages C69 - C122)

L . ig part of a company He sent along the brochure of
that company because the last 2 pages discuas b
(Pages Cl123 - Cl37)

® According to .. : the organizetion would use the planes held in the

3 of v. "~ for the medical flights. The owners of
the planes axe asked to uonate time and fuel for the organization’s use.

e Copins of the pages from the website axe on pages Cl42 - c182.’




The webgite of \ tells individuals thay can improve " 1" coverage by
danating to ‘u ox participute in the Profit Sharing Program. Thera is
also a statement that the aircraft are avallable for exeautive charter to
offset medical and aircraft costs. - (page Cl42)

Under the Profit Sharing Program a person would pay a monthly amount.

For this fee they would receive free acecass to air medical aircraft,
participation in the profit sharing program, and some free coffee, tea or
other product, (Page 159 & Cl7S -Cl82)

The information given on the web site offers different levels for the

. One is monthly payments of SHEEM or SHEM per year and the other
is monthly payments of § or Sl per year. The participant would receive
private air~medical jet transportation for them or immediate family for
sezious illnesss or injury, a check for automatic participation in the
profit sharing program, and the newslattex. Foxr the higher monthly payment the
participant would receive a small gift, such as whole bean coffee.  Pages
(Cl49 ~ C151)

There are many other air ambulance jervices that are operated on a for profit
bagis. When I did a google search on tha internet fo. ’ there
ware hits. I searched sama nf the websitea. Most ol these companies
operaté in a manner similar to : They offer ambulance service but
also have charter services to help with costs. They receive their money from
insurance, fees for the ambulance service, and fees for the charters.

The president’s letter of " " says that the organization will set up a
subscription program entitled Members would pay a
monthly foe and then not have to pay if they nesd use of the airgraft. The
foundation will be required to donate all profits and proceeds te (Pages
€183 - Cl84)

A copy nf « nrannasal from the organization to the
dated 3, lists 4 problems thet axist with most air ambulance

services. One of the problems is the high cost of the service. The
organization’s purpose, listed in the proposal, is to vrovide high quality
non-enexgency baslc and advanced life support v. It asks
that ? Titnl and irs affiliates to use .

A preiwizeu pLuuuu. traged 218 - C231)

The proposal includes the statement "By utilizing the above respurces, we will
be able to offer lower rates and very compstitive contragcts te oux customers.,”
{Page C224)

According to the proposal ' will provide the accounting,
billing, dispateh, legal, marketing, medical equipuent, medical supplies,
malpractice insurance, medical personnel, phys;cian advisory and quality
agsurance. The for-profit company " provides the
aircraft debt service, aircraft maintenauce, aircrait lnsurance, flight
planning and fuel. (Pages €226 & C227) .

- " ¢ said they used to have kids from the court system come out to
s racilities. The kids were shown how to fuel the aircraftz and move
them. They were glven motoxcycle rides and plane rides. (Pages €232 & €233)

sent in copiea checks received during the years © and . The checks
were for commissions (5 1. club commissions (§ ), donations
($ ‘¢ xoom use (§ )}, products (§ ) and some were not notated
{8 ). (pages €284 - C328) page ¢326 is spreadsheet of the chaecks.
During the yeara and ' raceived manies from the United Way.

These amounts were from [ erployees that had checked for where they

wanted their share of the Employee Community Fund to go. (Pages C273 - C275)
» provided the flight log of one of the aircraft, but it doesn’t state who
used the plane at that time or how much they paid. (pages C276 - C283)

(




®* According to - . does not own any aireraft. But the pictures of

the hanger and the website indicate that had their own mircraft. ({Fages
C236 - C244)
* The pregideat, :, has stated that the organization provides a sexvice of

finding empty leg riights s¢ that individuals can have a raduced rate. He has
provided coples of “Empty Leg Report”. (Pages C213-C215) & (Pages C245 - C72)
I want to the website of the companies that had provided the “empty leg
reports”. They have a link to their daily discounted flights. Anyone can
access these web sites te find flights. The organization would be a service
arranger not providing a servica. « has not pgaovided any .
documentaticn that they have provicea tnis service to anyone. Thare are no
copies of requests from patients looking for flights.

® Coples of Choice point ressarch is on pages €329 - C353,

D




