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Dear

This letter is our final determination that vou don't qualify for exemption from federal income tax under Internal
Revenue Code (IRC) Section 301(a) as an organization desciibed in IRC Section 301{¢)(3). Recenlly, we sent
you a proposed adverse deternnnalion m response (o your application. The proposed adverse defermination
explained the facls, law, and basis for our conclusion, and it gave you 30 days to file a protest. Because we
didn't recerve a protest within the required 30 dayvs, the proposed determination is now fiual.

Because you don't qualify as a tax-exempt organization under IRC Section 501(c)(3), donots generally can't
deduct contributions to vou under [RC Section 170

We may nofify the appropriate state officials of our determination, as required by IRC Section 6104(c), by
sending them a copy of this final letter along with the proposed determination letter,

You must file the federal income tax forms for the tax years shown above within 30 days from the date of this
letter unless you request an extension of time to file. For further instructions, forms, and information, visit
WWW, 115, ZOV.

We'll make this final adverse determination letter and the proposed adverse determination letter available for
public inspection after deleting certain identifying nformation, as required by IRC Section 6110. Read the
enclosed Letter 437, Notice of Intention to Disclose - Rulings, and review the two attached letters that show our
proposed deletions. If you disagree with our proposed deletions, follow the instructions i fhe Letter 437 on how
to notify us. If you agree with our deletions, you don't need to take any further action.

If you have questions about this letter, you can call the contact person shown above. If you have questions
about your federal income tax status and responsibilities, call our customer service number at §00-829-1040
(TTY 800-829-4933 for deaf or hard of hearing) or customer service for businesses at 800-829-4933.
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Sincerely,

Stephen A. Martin
Director, Exempt Organizations
Rulings and Agreements

Enclosures:

Leiter 437

Redacted Letter 4034
Redacted Letter 4038
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Department of the Treasury
Internal Revenue Service

IRS PO Box 2508
Cincinnati, OH 45201

Legend:

B = state

C  dale

= humber 1
E = sharing

F = number 2

g dollars = amount 1
h dollars = amount ?
J dollars = amount 3
k dollars — amount 4
| dollars = amount 5
i doHars — amount 6
n dollars = amount 7
p dollars = amount 8
q pereent = number 3
I percent = number 4
8 = denomination

Dear

We considered your application for recognition of exemption from federal income tax under Internal Revenue
Code (IRC) Section 501(a). We determined that you don’t qualify for exemption under IRC Section 501(c)(3).

Date:

June 28, 2023
Employer 1D number;

Person to contaci:
Name:
D number:
Telephone:
Fax:

UIL:
501.03-00
501.36-00

This letter explains the reasons for our conclusion. Please keep it for your records.

Issues

Do you qualify for exemption under IRC Section 501(c)(3)? No, for the reasons stated below.

Facts

You incorporated in B on C. According to your Articles of Incorporation, you are organized exclusively for
exempt purposes under IRC Section 501(c)(3), and upon dissolution your assets will be distributed for exempt

purposes. Your specific business activity is a E program promoting health care freedom.
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You state in your application that you are a E program based on the biblical principle to give to those in need.
Subscribers to the program will share health care costs with other members as they have a need. You state that
the vast majority of those participating in the program are uninsured as well and you would seek exemption for
members from the shared responsibility payment under the Affordable Care Act.

Your program is not insurance but S helping one another pay health care bills and fees. Those enrolled are still
responsible for paying health care debts and costs. You cannot guarantee payment to those enrolled, but as
resources provide you will share with each other until no longer able to do so.

To become a member, an individual must consent to the membership agreement and statement of faith. You
must also agrec to pay on time monthly so that all can share equally. You must conflirn yearly thal you are
meeting the requirements above.

Basic Plan subscribers pay per month and share health care costs. The monthly fee is g doilars for adults under
the age of D and h dollars for those over D. Married couples pay j dollars per month; a family plan for up to F
members is k dollars; and a family plan for over F members is | dollars. The maximum shared for a maternity
tnenbeorship is i dollats Meanbership tates wete decided ou aller comparing similan organizations and ate
based on what vou project to be operating costs. You plan to give at least q percent of monthly revenue from
enrollment directly for cost sharing. An initial amount of n dollars is not shareable, but beyond that, costs will
be sharedat  %. The goal is to share the bill within  days for quick payment. There are no networks like
insurance. If the sharing needs exceed company revenue, it will be prorated and shared evenly across the
outstanding need. You currently don’t have a program for providing charity care but are opon to adding this in
the future

Program members will submit the health care cost information online. The bills will be reviewed by your board
or staff and subsequently funds will be dispensed from the sharing account. Payment will be made directly to
the patient with a need. The same process of claims reimbursement is applied to every member.

You also currently don't have a website, but plan to have one soon. You target the general public via online
advertising. You will also have local radio spots.

You expect Lo raise p dollars in public donations prior to launch. You will then have a month-long enrollment
period before you go live with cost sharing. You expect subscription costs to be over r percent of your company
revenue with donations accounting for the rest.

Law

IRC Section 501(c)(3) provides for the recognition of exemption from federal income tax of organizations
organized and operated exclusively for charitable, religious or educational purposcs, provided that no part of its
net earnings inures to the benefit of any private shareholder or individual.

Treasury Regulation Section 1.501(c)(3)-1(a)(1) provides that, in order to be exempt as an organization
described in IRC Section 501(c)(3), an organization must be both organized and operated exclusively for one or
more of the purposes specified in such section. If an organization fails to meet either the organizational test or
the operational test, it is not exempt.
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Treas. Reg. Section 1.501(c)(3)-1(c)(1) provides that an organization will be regarded as operated exclusively
for one or more exempt purposes only if it engages primarily in activities which accomplish one or more of
such exempt purposes specified in IRC Section 501{c}(3). An organization will not be so regarded if more than
an insubstantial part of its activities is not in furtherance of an exempt purpose.

Treas. Reg. Section 1.501(c)(3)-1(d)(1)(ii} provides that an organization is not organized or operated
exclusively for one or more exempt purposes unless it serves a public rather than a private purpose. To meet this

requirement, it is necessary for an organization to establish that it is not organized or operated for the benefit of
private interests.

Revenue Ruling 69 175 held that a nonprofit organization, fottned by paicuts of pupils attending a pilvate
school, that provides school bus transportation for its members' children, serves a private rather than a public
interest and does not qualify for exemption under IRC Section 501(c)(3). When a group of individuals associate
to provide a cooperative service for themselves, they are serving a private interest. The organization enables the
participating parents to fulfill their individual responsibility of transporting their children to school. Thus, the

organization serves a private rather than a public interest. Accordingly, it is not exempt from federal income tax
under Section 501(¢)(3).

In Better Business Bureau of Washington D.C. Inc. v. United States., 326 1].8. 279, 66 S. Ct. 112, 90 L. Ed. 67.
1945 C.B. 375 (1945), the Supreme Court held that the presence of a single non-exempt purpose, if substantial
in nature, will destroy the exemption regardless of the number or importance of truly exempt purposes. The
Court found that the trade association had an "underlying commercial motive" that distinguished ils educational
program from that carried out by a university.

In Bethel Conservative Mennonite Church v. Commissioner, 746 F.2d 388 (7th Cir. 1984), an organization, in
addition to operating a church, operated a program (o share healthcare costs of church members. The church
collected contributions from church members which was used to pay the health care bills of other members of
the church. Significantly, there was no requirement that a church member contributed or subscribe to the
program in order to receive the benefits of the program. The court held that this healthcare sharing program was
sufficiently linked to the church’s religious belief that it was operated primarily for a religious and thus exempt
purpose.

In American Association of Christian Schools Voluntary Employees Beneficiary Association Welfare Plan
drustv. U.S., 850 F.2d 1510 (1 1th Cir. 9¥8), the American Association of Christian Schools, Inc., a tax-
exempl association of churches, formed a trust to provide health, hospital, disability, life, accidental death and
dismemberment, dental and prescription drug insurance to employees of members' schools and their dependents
and beneficiaries. Citing Mutual Aid, supra., the Court of Appeals found that the organization did not operate
for a religious purpose because it operated similar Lo an insurance business where the premiums paid were
directly linked to benefits being received by the members.

In Geisinger Health Plan v. Commissioner. 985 F.2d 1210 (3rd Cir. 1993), the court applied the community
benefit standard to find an HMO, which simply arranged for others to provide health care services but did not
provide healthcare directly, to be not tax exempt under IRC Section 501(c)(3). The HMO was open for
enrollment for anyone who could afford to pay and provided some subsidization of dues. However, because the
organization arranged for the provision of medical services only to members that belonged, the court
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determined that it was not necessarily charitable. Under the community benefit test, the organization had to
demonstrate that it benefited more than just its subscribers.

In Nonprofits® Ins. Alliance of California v. U.S.. 32 Fed. Cl, 277. 283 (1994), the court held that the
corporation which administered a sclf-insurance risk and provided commercial insurance was not entitled (o tax
exempt status under IRC Section 501(c)(3) because it failed the operational test within Section 501(c)(3).
Selling insurance was inherently a commercial activity ordinarily carried on by a for-profit company, and these
commercial activities outweighed any nonexempt activity it offered to the public. The existence and amount of
accumulated profits and how much below cost the corporation was providing its services also factored into the
court's consideration. The court cited "The presence of a single nonexempt purpose, if substantial in nature, wil
destroy the exemption regardless of the number or importance of truly exempt purposes.” Belletr Business
Bureau of Washington, D.C. Inc. v. United States, 326 U.S. 279 (1945).

In IHC Health Plans, Inc. v. Commissioner, 325 F.3d 1188 (10th Cir. 2003), the court held that an organization
failed to meet the community benefit standard to qualify for exemption under IRC Section 501(c)(3) because its
sole activity was arranging for health care services for its members in exchange for a fee. The court ruled that
providing health-care products o1 setvices Lo all in the comnunity is necessary bul not sulficient (o meet the
community benefit standard Rather, the organization must provide some additional benefit that likely would
not be provided in the community but for the tax exemption, and that this public benefit must be the primary
purpose for which the organization operates.

In Capital Gymnastics Booster Club, Ine v CILR., T.C. Memo, 2013-193 (2013), the tax court ruled that an
organization that authorized members to raise funds for the benefit of their children served a private benefit.

The coutrlbutions did not generally benefit all the child athletes in the program but rather benefitted only the
children of the members who did the fundraising. Because the organization operated in a manner that promoted
substantial private benefit and nol public interests, the organization did not operate exclusively for an exempt
purpose.

Application of law

[RC Section S0[(c)(3) and [reas Reg Section | 501(c)(3)-1(a)(1) set forth two main tests for an organization
to be recognized as exempt. An organization must be both organized and operated exclusively for purposes
described in Section 501(c)(3). Based on the information you provided in your application and supporting
documentation, we conclude that you fail the operational test.

Based on the facts presented in your application, you serve a private rather than a public interest because you
confer benefits primarily to your members, You operate a healthcare sharing program designed to provide
healthcarc benefits to subscribing members. Members pay a monthly fee (o enroll, and in return receive the
benefit of having their health care bills paid. Like Capital Gymnastics Booster Club, your healthcare sharing
plan does not provide substantial healthcare services to the public or members of a charitable class outside your
contributing members. Membership is open to anyone wishing to enroll and therefore. is not limited to a
charitable class. Because your beneficiaries are your only members, you operate substantially for a private
rather than a public interest. Consequently, you are providing a cooperative service for your members, like in
Rev. Rul. 69-175, and are not operating for exclusively exempt purposes as described in IRC Section 501(c)(3).
See Treas. Reg. Section 1.501(c)(3)-1(d)(1)(ii).
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Similar to the organizations in Geisinger and IHC Health Plans, you arrange for the payment of health care
costs for your subscribers without providing any direct medical care. You arrange for payment of these costs
only for your subscribing members and provide no discernable healthcare services to the public outside of your
own subscribing members. Consequently, under the community benefit standard, you do not primarily operate

for an exempt charitable purpose and therefore do not meet the requirements for tax exemption under [RC
Section 501(c)(3).

In Bethel Conservative Mennonite Church, the organization, in addition to operating a church, operated a
program to share healthcare costs of church members. The church collected contributions from church members
which were used to pay the health care bills of other members of the church. Significantly, there was no
requirement that a church member contribute or subscribe to the program in oidet (o 1eceive benefils from the
program. The court held that this healthcare sharing program was sufficiently linked to the church’s religious
belief that it was operated primarily for a religious and thus exempt purpose. You are distinguishable from
Bethel because you operate under a fee-based subscription model. You require members to pay a monthly
subscription to enroll, and the receipt of health care sharing benefits is contingent on the payment of these fees.
As such, you arc similar to American Association, which was found (o operale for nonexempt purposes because
the healtheate beuelits wete closely linkod (o membershlp fees. Because mote thau au iuslguificant patt of yow
operations are conducted in a commercial manner similar to Nonprofits® Ins. Alliance of California, you are not
excluslvely operated for a religious purpose.

Qualification for exemption under IRC Section 501(c)(3) requires that an organization operate exclusively for
exempt purposes Fxclusivity with respect to Seetion 501(e)(3) does not mean "solely" or "without exception,"
but 1ather contemplales (hat any non-exempt activities be only incidental and less than substantial See 'I'reas
Reg. Section 1.501(c)(3)-1(c)(1). Although health care services are being provided, you are also serving the
substantial private interests of your members. This requirement is affirmed in Better Business Bureau, [no.,
where the court held that the presence of a single non-exempt purpose, if substantial in nature, will preclude
exemption regardless of the number or importance of truly exempt purposes.

Conclusion

Based on the facts and circumstances presented, you do not qualify for exemption from federal income tax as an
organization described in IRC Section 501(c)(3). You are not operated exclusively for exempt purposes as set
forth in Section 501(c)(3). By providing a meaus by which your imembers pay a monthly fee and in turn are
provided benefits, you are operating for a substantial non-exempt purpose. Your operations are not exclusively
charitable and resemble those of a trade or business.

If you agree

If you agree with our proposed adverse determination, you don’t need to do anything. If we don’t hear from
you within 30 days, we’ll issue a [inal adverse determination letter. That letter will provide information on
your income tax filing requirements.

Ifyou don't agree

You have a right to protest if you don’t agree with our proposed adverse determination. To do so, send us a
protest within 30 days of the date of this letter. You must include:

* Your name, address, employer identification number (EIN), and a daytime phone number
* A statement of the facts, law, and arguments supporting your position
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* A statement indicating whether you are requesting an Appeals Office conference

» The signature of an officer, director, trustee, or other official who is authorized to sign for the
organization or your authorized representative

» The following declaration:

For an officer, director, trustee, or other official who is authorized to sign for the organization:
Under penalties of perjury, I declare that I have examined this request, or this modification to the
request, including accompanying documents, and to the best of my knowledge and belief, the request

or the modification contains all relevant facts relating to the request, and such facts are true, correct,
and complete.

Your representative (attorney, certified public accountant, or other individual enrolled to practice before the
IRS) must file a Form 2848, Power of Attorney and Declaration of Representative, with us if they haven’t
already done so. You can find more information about representation in Publication 947, Practice Before the
IRS and Power of Attorney.

We'll review your protest statenent aud decide if you gave us a basis 1o recousider our detenmluation. 1f so,
we’ll continue to process your case considering the information you provided. If you haven’t given us a basis
for reconsideration, we’ll send your case to the Appeals Office and notify you. You can find more information
in Publication 892, How to Appeal an IRS Determination on Tax-Exempt Status.

If you don’t file & protest within 30 days, you can't seek a declaratory judgment in court later because the
law requires that you use the [RC administrative process first (IRC Section 7428(b)(2)).

Where to send your protest
Send your protest, Toun 2848, ifapplicable, and any supporting documents Lo the applicable address:

U.S. mail: Street address for delivery service:
Internal Revenuc Service Internal Revenue Scrvice

EO Determinations Quality Assurance EO Determinations Quality Assurance
Mail Stop 6403 550 Main Street, Mail Stop 6403

PO Box 2508 Cincinnali, OH 45202

Cincinnati, OH 45201

You can also fax your protest and supporting documents to the fax number listed at the top of this letter. If you
fax your statement, please contact the person listed at the top of this letter to confirm that they received it.

You can get the forms and publications mentioned in this letter by visiting our website at www.irs.gov/forms-

pubs or by calling 800-TAX-FORM (800-829-3676). If you have questions, you can contact the person listed at
the top of this letter.

Contacting the Taxpayer Advocate Service )
The Taxpayer Advocate Service (TAS) is an independent organization within the IRS that can help protect your
taxpayer rights. TAS can offer you help if your tax problem is causing a hardship, or if you’ve tried but haven’t

Letter 4034 (Rev. 01-2021)
Catalog Number 47628K




7

been able to resolve your problem with the IRS. If you qualify for TAS assistance, which is always free, TAS
will do everything possible to help you. Visit www.taxpayeradvocate.irs.gov or call 877-777-4778.

Sincerely,

Stephen A. Martin
Director, Exempt Organizations
Rulings and Agreements
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