Health Care Sharing Ministries

ACHI

ARrKANSAS CENTER FOR HEALTH IMPROVEMENT

FACT SHEET

APRIL 2018

A recent federal tax reform bill zeroed out the penalty for not having healthcare coverage. However, prior
to congressional action that effectively eliminated the penalty, there were exemptions to the requirement
to obtain coverage. Individuals were exempt, for example, if coverage was unaffordable, they
experienced general hardships such as foreclosure, or they met a religious exemption. Members of
health care sharing ministries (HCSMs) were also exempt." HCSMs are faith-based, nonprofit
organizations that offer an alternative to health insurance by allowing others in a ministry to help pay for
medical expenses. HCSMs have been gaining in popularity in recent years, covering almost 1 million
people.’ This fact sheet provides information on the HCSM benefit structure and coverage guidelines.

HCSMs have been in existence for over 30 years." The three largest were active in 1999—the year cited in
the ACA as the year by which an HCSM, a 501(c)(3) organization, must have been established in order for its
members to qualify for the exemption.¥ HCSM origins are based on “the biblical principles of sharing others’
burdens.”” HCSM members share a common set of ethical or religious beliefs. For example, one HCSM “limits
its membership to individuals who are of a similar faith and who live by biblical principles.”

INTRODUCTION

Although HCSMs are intended to function as health insurance in many ways,
HCSMs are charitable organizations not authorized to sell insurance. In fact,
HCSMs are not subject to insurance regulations, and many states, including
Arkansas, explicitly exempt HCSMs from regulatory oversight."i Members of an
HCSM are responsible for their own medical bills, and HCSMs never guarantee
that shared funds will be available for individual members. .V

Enrollment in one HCSM
climbed from 66,093
members in 2013, the
year preceding ACA
implementation, to
297,613 in 2017.

HOW A HEALTH CARE SHARING MINISTRY WORKS

The financial arrangements for each HCSM vary slightly. In general, members contribute a monthly share to
cover medical expenses. If a member receives medical treatment and collects an eligible bill, the bill will be
paid by shares sent directly to the member or through a sharing account, depending on the HCSM. The
graphic below depicts the process.

2OeeOanOunOn

e Applicants must meet
requirements that may
include: regular church
attendance; abstinence
from tobacco, alcohol,
illegal drugs, and sexual
activity outside of
traditional biblical
marriage; and agreement
to practice good health
measures.\

e Applicants may be
required to provide
medical and lifestyle
information.

e Members contribute
monthly shares,
apportioned based on
household size, age, and
membership level.

Members are responsible
for their own medical costs
below an unshareable
level, similar to an
insurance deductible.

Some HCSMs set a
sharing limit or offer
alternative plans when the
maximum is exceeded.

Members are also
responsible for a provider
fee for each office visit or
hospital visit, akin to a
copayment.

e HCSMs do not pay
medical bills directly.
Eligible bills, as
determined by the
HCSM, are directed to
other members for
reimbursement.

e Some HCSMs have new-
member waiting periods
before gifts can be
received."l

e Some HCSMs negotiate
discounts with a network
of providers, called a
preferred provider
organization (PPO), while
others require members
to negotiate with
providers directly.

e Members may incur
penalties (i.e., additional
responsibility for costs)
for using out-of-network
providers.®
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MEDICAL COVERAGE AND GUIDELINES

HCSMs focus on shared expenses for unforeseen and acute illnesses rather than for routine care and chronic
illnesses. HCSMs urge members to budget for their routine care expenses—wellness exams, immunizations,
and screenings. HCSM guidelines vary regarding chronic conditions and the approval of members with
preexisting conditions. Some may distinguish between the type of treatment (e.g., active versus maintenance)
that is eligible for sharing."' Expenses for mental health care may be limited by the amount shared, number of
sessions, time in treatment, or type of service.

“Expenses related to non-biblical lifestyles and choices” are typically not eligible for sharing.’ These include
abortion, drug and alcohol iliness or addiction treatment, sexually transmitted diseases, and intentionally self-
inflicted injuries. Loss of coverage may result if the member has certain medical conditions—pregnancy
outside of marriage, drug or alcohol addiction, or no significant progress toward stated health goals.

Members are encouraged, and often required, to seek third-party coverage as their first source of payment.Vii
These sources may include Medicare, Medicaid, worker's compensation, private health insurance, and local

charity care. HCSMs may also require members to exhaust legal remedies by first seeking judgment against
potentially liable parties who refuse to pay.

TAX IMPLICATIONS

Those purchasing traditional health insurance enjoy certain tax advantages, including a pre-tax salary
deduction for health insurance premiums. Unlike health insurance, however, there is no federal tax deduction
for monthly HCSM contributions. HCSM advocates have been working with legislators on tax clarifications
and treatment of HCSMs, including seeking parity with traditional health insurance.

HCSMs have seen an increase in membership since 2014, when the ACA’s individual mandate went into
effect. While the tax penalty remains in effect for the 2018 tax year, HCSM participation may decline as
individuals will no longer be subject to a tax penalty for not having health insurance beginning in 2019.
Alternatively, more HCSMs may enter the market since the participation in an HCSM that has been in
existence since 1999 is no longer necessary to avoid a penalty. Even without the existence of a penalty,
HCSMs may be an appealing alternative to traditional insurance if premiums continue to increase.
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