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INTERNAL REVENUE SERVICE

NATIONAL OFFICE TECHNICAL ADVICE MEMORANDUM

No Third Party Contact:

SIN#:  501.04-02, 513.00-00

Taxpayer’s Name:

Taxpayer’s Address:

Employer Identification Number:

Years Involved:

Date of Conference:

LEGEND:

x-
Y-
A-
B-

ISSUES:

1. Whether the provision of services under Plan B where the medical
providers are compensated on either a discounted fee-for-service basis with no
withholds or under a point of service arrangement is commerciai-type insurance
as described in section 501(m)(3) of the Code.

2 . Whether the provision of services under Plan B is an insubstantial part of
X’s activities and would be subject to unrelated business income tax.

3 . Whether the unrelated business income tax would be calculated under
subchapter L rather than section 511.

FACTS:

X is a licensed IPA  model HMO recognized as an organization described
in section 501 (c)(4). X arranges for comprehensive preventive and therapeutic
health care services, on a prepaid basis, to subscribing individuals and groups.

X arranges for the delivery of health care services to its subscribers
through agreements with independent health care providers who form a network
















