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RECOMVENDATI ON FOR DI SPCSI TI ON

APPEARANCES: Robert D. Quinlivan, Attorney for New Hope Trust Fund,

I nc.

SYNOPSI S: The Cook County Board of Review filed an Application
for Property Tax Exenption wth the 1Illinois Department of Revenue (the
"Departnent”) for New Hope Trust Fund, Inc. (the "Applicant"). The

Departnent denied the application finding that the property was not in
exenpt use and ownership. The Applicant filed a protest to the findings of
the Departnment and requested a hearing. At the hearing it was found that
the owner of the property is the Applicant. The property is |eased to New
Hope Center, Inc. for $3,175.00 per nmonth. New Hope Center, Inc. operates
Big Bear Day Care on the property for children with disabilities and those
wi t hout . Big Bear Day Care is subsidized in part by the Departnment of
Children and Famly Services. It is recoomended that the Director of the
Departnent find that the parcel herein question was in exenpt use and
ownership for the 1992 assessnent year

FI NDI NGS OF FACT:

1. The Departnent's position in this matter, nanely that Cook County

per manent parcel index nunmber 29-12-320-043 should not be exenpt from



property tax for the 1992 assessnent year was established by adm ssion into
evi dence of Dept. Ex. Nos. 1-6.
2. New Hope Center, Inc. was incorporated in Illinois on June 22,

1960. (Dept. Ex. No. 5)

3. In 1989, New Hope Center, Inc. was advised to undergo a
r eor gani zati on. Two new not-for-profit corporations were formed in
conjunction wth the reorganization, the Applicant and New Hope

Association, Inc. (Tr. p. 18)

4. The reorgani zation was done to enable board nenbers of the
organi zation to focus nore particularly on the functions of the specific
organi zation and to avoid board burn-out. (Tr. pp. 18-19)

5. New Hope Association was fornmed to handle the fund raising,
overall policy and direction for the systemof three corporations. (Tr. p.
19)

6. As a result of the reorganization, all of the prograns and rea

assets of New Hope Center, Inc. were subsuned into the three organizations.

(Tr. p. 21)

7. Applicant was incorporated under the General Not-For-Profit
Corporation Act of the State of Illinois on June 22, 1990. (Dept. Ex. No.
5)

8. The purposes of the Applicant are:

(a) Pronote the interests of New Hope Association, Inc., an
Illinois not-for-profit corporation, in its charitable,
educati onal, and benevol ent activities.

(b) Pronote the interest of any not-for-profit and
federally tax exenpt organi zations which are affiliated with
New Hope Association, Inc., the purposes of which are not

i nconsi stent with those of the corporation.

(c) Own, lease or otherwise deal with all property, rea
and personal, to be wused in furtherance of these purposes,
except that the corporation nmay not create or acquire wholly
owned or controlled corporations w thout the express
approval of the sole corporate nenber

(d) Contract with other organizations, for-profit and not-
for-profit, with individuals, and with governnental agencies



in furtherance of these purposes.

(e) Oherw se operate excl usi vely for charitabl e,
religious, scientific or educational purposes wthin the
meani ng of [B01(c)(3) of the Internal Revenue Code in the
course of which operation:

(i) No part of the net earnings of t he
corporation shall inure to the benefit of, or be
distributable to, its directors, officers, or
ot her persons, except that the corporation shal
be authorized and enpowered to pay reasonable
conpensation for services rendered and to rmake
paynments and distributions in furtherance of the
pur poses set forth herein.

(i1) No substantial part of the activities of the

corporation shall be t he carrying on of
propaganda, or otherw se attenpting to influence
| egi slation, and the corporation shal | not

participate in, or intervene in (including the
publishing or distribution of statenents) any
political campaign on behalf of any candidate for
public office except as authorized under the
I nternal Revenue Code.

(iii) Not wi t hst andi ng any other provisions of
these articles, the corporation shall not carry on
any other activities not permtted to be carried
on (a) by a corporation exenpt from Federal incone
tax under [(B01(c)(3) of the Internal Revenue Code
or (b) by a corporation, contributions to which
are deductible under [@70(c)(2) of the Internal

Revenue Code. (Dept. Ex. No. 5)

9. The Applicant has one nenber, New Hope Association, Inc. (Tr. p.
28)

10. The Applicant purchased the property in question, known as 1630
East 154th Street, on Septenber 27, 1991. (Dept. Ex. No. 1)

11. Located upon the property was a 6,000 foot masonry single story
church and an inproved parking lot. (Tr. pp. 30-31)

12. Extensive renovation was required on the property. The Applicant
received financing fromthe Illinois Facilities Fund for the purchase and
renovation of the property. Illinois Facilities Fund is an Illinois Agency
whose sole purpose is to lend noney to other not-for-profit organizations
to acquire properties in which to run their prograns. (Tr. p. 32)

13. The Applicant raised an additional $50,000 for the bal ance of the



cost of renovati ons from corporations, f oundat i ons and private
contributors. (Tr. pp. 32-33)

14. The Applicant net all the Departnment of Children and Famly
Services' standards in ternms of the renovation. The property has three
maj or classroons, a reading loft, two play areas, one small office and
reception area and a kitchen where hot |unches and breakfasts are prepared
every day. A large play area is |located outside. (Tr. pp. 34-35)

15. New Hope Center operates Big Bear Day Care on the parcel in
guesti on. New Hope Center |eases the property fromthe Applicant for
$3,175.00 per nonth as rent. (Dept. Ex. No 5)

16. For the period of July 1, 1993 through June 1, 1994, the schedule
of monthly |oan paynments to Illinois Facilities Fund for Big Bear Day Care
were $3,732.00 per nonth. (Dept. Ex. No. 5)

17. Funding for Big Bear Day Care is provided through a conbi nation
of private tuition and the Departnment of Children and Fam |y Services Title
XX program (Dept. Ex. No. 5)

18. The day care serves both children with disabilities and w thout.
Only six to eight children with disabilities are in the day care center at
one tine. The proportion is done deliberately because that is about the
ratio in which disabilities occur in the mainstream of society. The
Applicant and New Hope Center do not want 30 to 50 children wth
disabilities in a day care center. The Center wants six disabled children
to have a maxinmum of growth potential, to be integrated with their peers,
and to learn and growin an environnent that nmatches what they wll
encounter in society. (Tr. pp. 36-37)

19. The Departnent of Children and Fam |y Services provides subsidies
for 42 of the 60 children that are enrolled in the day care center. (Tr.
p. 38)

20. Due to the timng of a request for proposal grant and the fact



that the grant was only for 42 children, the Applicant decided that they
needed to open the facilities to the public. (Tr. p. 42)
21. The purposes and goals of Big Bear Day Care are:
to help every child, one at a tine, becone independent,

sel f-confident, and especially enthusiastic learners. This
is achieved by allowing children to learn at their own pace

and [sic] in ways that are best suited for them Along the
way giving moral support and encouragenent for their
efforts.

Qur curriculum identifies goals in the follow ng areas of
devel opnent :

- Social: to help children feel confortable in their new
environnment, nmake friends, and feel they are part of

t he group.
- Enotional: to help children f eel confident, and
experience self-pride in their efforts. To help

devel op a positive attitude on life.

- Cognitive: to help children becone confident |earners.
Allowing themto find their own solutions to a problem
ask questions, and to try out their own ideas.

- Physical: to help children increase large and snall
muscle skills and feel good about what their bodies can
do. (Dept. Ex. No. 5)

22. Big Bear Day Care has a $20.00 non-refundable registration fee
per child. Tuition is $90.00 per child for a full-tine five-day week. Big
Bear Day Care is a site adm nistered day care provider for the Departnent
of Children and Fam |y Services. Famlies who are deened eligible receive
subsi di zed day care services based upon famly size and total household
i ncome. As such, famlies will not be denied day care services based upon
inability to pay. (Dept. Ex. No. 5)

23. Big Bear Day Care has taken people who are unable to pay. (Tr.
p. 54)

24. As to the $20.00 non-refundable registration fee, if necessary,
the Applicant would waive the fee. (Tr. p. 54)

25. The basic cost per child at Big Bear Day Care is $21.00 per day.

O this, $19.00 per day is provided for the developnentally disabled



children and $16.22 per day for the children that are subsidized under the
Departnment of Children and Fam |y Services program Children not covered
under those prograns are charged $18.00 per day. (Tr. pp. 59-60)

26. The Applicant has applied for recognition as a 501(c)(3) exenpt
organi zation from Federal inconme tax. (Dept. Ex. No. 5)

27. For fiscal year 1994, the three organizations' inconme by source
was: 52.4% fromthe Departnent of Mental Health, 14.5% from the Departnent
of Public AId, 15% fromLTC contracts (LTCis a State agency), 6.5% from
the Departnment of Rehabilitation and Department of Children and Famly
Services, .6% fromprogram fees and 1.9%from other sources. (Dept. EX.
No. 5)

28. New Hope Center, Inc. had assets and liabilities of $2,368,421. 00
for the year ending June 30, 1994. For the sane period, the Day Care
Center had support and revenues of $269, 465. 00; Operating Expenses of
$295, 363. 00; for a net [oss of $25,898.00. (Dept. Ex. No. 5)

29. New Hope Center, Inc. and the facility |ocated at Cook County
parcel s nunber 29-25-102-019 and 29-25-102-020 qualified for a property tax
exenption in 1989 pursuant to Docket nunber 89-16-410. (Applicant's Ex.
No. 1)

CONCLUSI ONS OF LAW Article |X, B of the Illinois Constitution of
1970, provides in part as foll ows:

The General Assenbly by |aw may exenpt from taxation only the

property of the State, wunits of [Iocal government and schoo

districts and property used exclusively for agricultural and
horticultural societies, and for school, religious, cenetery and
charitabl e purposes.

The statutes of Illinois have provisions for property tax exenptions.
In particular, 35 ILCS 205/19.7 (1992 State Bar Edition), (1991 Illinois
Revi sed Statutes, Chapter 120, Paragraph 500.7), exenpts certain property

fromtaxation in part as foll ows:

All property of institutions of public charity, all property of



beneficent and charitabl e organizations, whether incorporated in
this or any other state of the United States, all property of old
people's homes and facilities for the devel opnentally disabl ed,
...when such property is actually and exclusively used for such
charitable or beneficent purposes, and not |eased or otherw se
used with a view to profit;....All old people's homes or hones
for t he aged or facilities for t he devel opnental | y
di sabl ed...shall quality for the exenption stated herein if upon
maki ng an application for such exenption, the applicant provides

affirmati ve evidence that such hone or facility...is an exenpt
organi zati on pursuant to paragraph (3) of Section 501(c) of the
I nt er nal Revenue Code, ...and...the byl aws of the hone or

facility...provide for a waiver or reduction of any entrance fee,

assi gnnent  of assets or fee for services based upon the

individual's inability to pay,...

It is well settled in Illinois, that when a statute purports to grant
an exenption fromtaxation, the fundanental rule of construction is that a

tax exenption provisionis to be construed strictly against the one who

asserts the claimof exenption. International College of Surgeons v.
Brenza, 8 1l1.2d 141 (1956). \Wenever doubt arises, it is to be resolved
agai nst exenption and in favor of taxation. Peopl e ex. rel. Goodman v.
University of Illinois Foundation, 388 Ill. 363 (1941). Finally, in

ascertaining whether or not a property 1is statutorily tax exenpt, the

burden of establishing the right to the exenption is on the one who clains

the exenption. MacMirray College v. Wight, 38 Ill.2d 272 (1967).

In the case of Methodist Od Peoples Honme v. Korzen, 39 Il1.2d 149
(1968), the 1llinois Supreme Court |aid down six guidelines to be used in
determ ning whether or not an organization 1is charitable. Those six

gui delines are as foll ows:

(1) The benefits derived are for an indefinite nunber of
per sons;

(2) The organization has no capital, capital st ock or
sharehol ders, and does not profit fromthe enterprise;

(3) Funds are derived mainly fromprivate and public charity,
and are held in trust for the objectives and purposes
expressed in its charter

(4) Charity is dispensed to all who need and apply for it;

(5 No obstacles are placed in the way of those seeking the
benefits; and



(6) The primary use of the property is for charitable purposes.

In Gak Park Club v. Lindheiner, 369 IIl. 462 (1938) the 1Illinois
Suprenme Court found that the fact that no profit was made by a corporation
claimng to be a charitable organization was not of controlling inportance
in determ ning whether its property was exenpt fromtaxation

The Suprenme Court in the case of Childrens Developnent Center v.
A son, 52 I11.2d 332 (1972), held that where one exenpt entity |eases

property to another exenmpt entity, which uses said property for an exenpt

purpose, the | ease will not be considered a | ease for profit.
Based upon the foregoing, | find that the Departnent has previously
determ ned that New Hope Center, Inc. is a charitable organization. I

further conclude that the Applicant is also a charitable organization. The
benefits derived fromthe Applicant are for an indefinite nunber of persons
and the Applicant has no capital, capital stock or sharehol ders and does
not profit fromthe enterprise. The funds for Big Bear Day Care and the
Applicant are derived mainly fromprivate and public charity and are held
intrust for the objectives and purposes expressed in the charters.
Charity is dispensed to all who need and apply for it and no obstacles are
placed in the way of those seeking the benefits. | further find that the
primary use of the property is for charitabl e purposes.

| therefore recommend that Cook County parcel index number 29-12-320-

043 be exenpt fromreal estate tax for the 1992 assessnent year

Respectful ly Subm tted,

Barbara S. Rowe
Adm ni strative Law Judge

June 23, 1995



