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Challenge to School Facility Occu-
pation Tax Allowed to Proceed--As
school districts struggle in financial
crisis, the Illinois Appellate Court
has allowed a lawsuit to proceed
challenging the constitutionality of
the legislation creating the County
School Facility Occupation Tax.

In P&S Grain, LLC v. County of Wil-
liamson, et al., No. 5-09-0079 WL
1374925 (5™ Dist. Apr. 2, 2010), two
retailers filed a lawsuit to challenge a
1% school facility occupation tax
imposed by Williamson County.

The retailers argued that the tax un-
constitutionally violated municipal
home-rule status and also argued that
the county failed to follow the neces-

Consumer Price Index

Percent change for the month of March,
2010, for the urban wage earners & clerical
indices as reported by the Bureau of Labor
Statistics.

All Urban Workers

(CPI-U) (CPI-W)
Chicago-Mthly 0.2 0.4
12 Mth 2.6 3.1
St. Louis-6 Mth 1.1 1.6
12 Mth 0.2 0.3
U.S. Mthly 04 0.5
12 Mth 2.3 3.0

April CPI figures will be released May 18,
2010. For the most recent CPI, visit our web-
site at: www.hlerk.com

The Extra Mile is intended solely to provide
information to the school community. It is
neither legal advice nor a substitute for legal
counsel. The Extra Mile is intended as ad-
vertising but not as a solicitation of an attor-
ney/client relationship.

e Adopt

sary procedures for implementing the
tax.

The appellate court agreed with the
retailers and found that the retailers
were corporate entities that were ad-
versely affected by the taxes, which
was enough to establish their right to
bring the lawsuit.

Accordingly, the trial court may now
consider the constitutionality and
propriety of the school facility occu-
pation tax in this case.

If you have any questions regarding
this case or regarding the school
facility occupation tax, please con-
tact Steve Richart or Heather Brick-
man.

Reminders & Notes

and publish your
Board's prevailing wage resolu-
tion. Contact Bob Kohn with
questions.

e HLERK has updated its Stu-

dent Handbook Checklist.
Send in the attached Order
Form to purchase your copy
today.

e Visit www.hlerk.com for the

dates for the October IASA
Conferences: The Year in Re-
view: The Highlights and Low-
lights of Illinois School Law
2010. Save the date for the loca-
tion nearest you. We anticipate
extraordinary demand for these
vital conferences.

Hlinois Supreme Court Up-
holds Denial of Property Tax
Exemption for Religiously-
Affiliated Hospital--Protecting
a school district’s property tax
base is critical. In this regard, the
[llinois Supreme Court has fi-
nally decided a closely-watched
case regarding a hospital prop-
erty tax exemption application.
In Provena Covenant Medical
Center v. Department of Reve-
nue, 2010 WL 966858 (Mar. 18,
2010), the Illinois Supreme
Court upheld the decision of the
[llinois Department of Revenue
to deny charitable and religious
property tax exemption to a re-
ligiously-affiliated hospital.

The hospital had applied for
property tax exemption for the
2002 tax year claiming that the
property was used for charitable
and religious purposes.

Although exempt from federal
income and state sales taxes, the
Department ultimately found that
the hospital had failed to meet its
burden of establishing that the
property qualified for property
tax exemption, in part because
the cost of charity care at the
hospital amounted to less than
1% of the hospital’s revenues
and was even less than the $1.1
million in property tax benefits
which the hospital was seeking.

The Illinois Supreme Court reaf-
firmed its previous decisions set-
ting forth the  distinctive

Continued on Page 2
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Tax Exemption Cont. characteristics of charitable in-
stitutions (the so-called Korzen factors) and found that
the hospital failed to prove that these factors weighed
in favor of a finding that the hospital was a charitable
institution.

Specifically, the hospital had failed to prove that its
funds were derived mainly from private and public
charity, that charity was dispensed to all who needed
and applied for it and that obstacles were not placed in
the way of those who needed and would have availed
themselves of the hospital’s charitable benefits. More-
over, the court found that the hospital’s use of the
property was primarily non-charitable, in that the
amount of charity care was small in proportion to the
hospital’s revenues and there was little evidence (if
any) that the hospital lessened any burdens of local
taxing bodies.

Finally, the court rejected the hospital’s claim to reli-
gious exemption. The court found that the hospital had
failed to prove that its dominant corporate purpose was

Young Adult Dependent Insurance Tax Change--
Last year, the Illinois Young Adult Dependent Cover-
age Law expanded the definition of a “dependent” un-
der the Illinois Insurance Code for purposes of cover-
age under health insurance plans to include an unmar-
ried dependent up through age 26. Unfortunately,
unless that dependent also qualified under the Internal
Revenue Code as a “dependent” for tax purposes, add-
ing these young adult dependents to a policy could
cause tax consequences to the employee.

Last month, the new federal health care legislation
made certain modifications to federal laws whereby all
individual and group insurance policies will need to
provide dependent coverage for children until they
reach age 26, and the IRS issued a Notice providing
clarification as to how it will be implemented for tax
purposes. In summary, the IRS will now consider de-
pendents up through age 26 as meeting the IRS defini-
tion of “dependent” for health coverage tax purposes.
The IRS Notice states that the IRS intends to amend its
regulations to include dependents up through age 26
under both Code Sections 106 and 125. In the mean-
time, however, and retroactive to March 30, 2010, the
IRS says that taxpayers may rely on this stated intent

Kohn

religious as opposed to charitable, educational or scien-
tific. Although the provision of medical services may
have provided the opportunity for various individuals
affiliated with the hospital to express and share their
religious principles and beliefs, the court stated that
medical care was not intrinsically (or even normally)
religious in nature and concluded that the primary pur-
pose of the property was to provide medical care to
patients for a fee.

A number of hospital property tax exemption applica-
tions have been stalled at the Department of Revenue
while the Department was awaiting the court’s ruling
in Provena. Now that the Illinois Supreme Court has
affirmed the Department’s denial of exemption to the
hospital in Provena, the Department is expected to pro-
ceed on a number of other hospital exemption applica-
tions that could affect many school districts’ EAV.

For more information regarding this case or con-
cerning property tax exemption issues, please contact
Steve Richart or Vanessa Clohessy.

and proceed to treat as nontaxable any insurance pre-
miums for dependents up through age 26 whether paid
for by the employer or paid for by the employee
through a Code Section 125 Cafeteria plan. The Notice
states that employers may apply this new rule to its ex-
isting Section 125 Cafeteria plans immediately even if
the Plans have not yet been amended to provide the
benefit, provided such plans are amended by Decem-
ber 31, 2010.

Please note that these federal developments do not
completely resolve the insurance taxation issue in Illi-
nois because dependents over age 26 who fall within
the Illinois military service category are still not cov-
ered by the federal definition of “dependent” for health
coverage purposes; thus, providing coverage of such
individuals under an employee’s family insurance ar-
rangement will result in retroactive taxation of both the
value of the premiums and any benefits paid under the
coverage unless the value of that portion of the premi-
ums is taxed to the employee when paid.

If you have any questions regarding required cover-
age of dependents or related tax implications , please
contact Heather Brickman or Barbara Erickson.



http://www.irs.gov/newsroom/article/0,,id=222193,00.html�


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



