STATE OF FLORI DA
DI VI SI ON OF ADM NI STRATI VE HEARI NGS
DEPARTMENT OF REVENUE,
Petiti oner,
CASE NO. 95-1728

VS.

CONSUMER CREDI T COUNSELI NG SERVI CE
OF THE FLORI DA GULF CQOAST, | NC.,

Respondent .
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RECOMMVENDED ORDER

A hearing was held in this case in Tanpa, Florida on May 14, 1996, before
Arnold H Pollock, a Hearing Oficer with the Division of Administrative
Heari ngs.

APPEARANCES

For Petitioner: Kent L. Weissinger, Esquire
Depart ment of Revenue
Post O fice Box 6668
Tal | ahassee, Florida 32314-6668

For Respondent: Leslie E. Joughin, 11l, Esquire
Akerman, Senterfitt & Eidson, P.A
100 South Ashley Drive, Suite 1500
Post O fice Box 3273
Tanpa, Florida 33601-3273

STATEMENT OF THE | SSUE

The issue for consideration in this matter is whether Consuner Credit
Counseling Service of the Florida @ulf Coast, Inc. (CCS), qualifies for a
certificate of exenption from sales and use tax.

PRELI M NARY STATEMENT

By letter dated March 16, 1995 Shirley Towne, Agency O ficial for the
Department of Revenue, indicated the Departnment's intention to revoke Consuner
Credit Counseling Service of the Gulf Coast, Inc.'s (CCS) consumer certificate
of exenption nunber 39-22-124883-56C because, based on its evaluation of the
circunstances, it appeared the organization is not a charitable organization in
that it does not provide one of the seven charitable services listed in Chapter
212, Florida Statutes. Thereafter, Diane L. Trithart, then President of CCS
requested a formal hearing and this hearing ensued.

Neit her party presented testinony at the hearing. However, the parties
agreed to the admttance of Joint Exhibits 1 through 7 which included the
deposi tions of several individuals whose testinobny was pertinent to the issues



i nvol ved, including Carl Doeing, President and Chief Executive Oficer of the
Fam |y Service Association of Greater Tanpa; Karen Dakan, an instructor in the
"Chal | enge" program at the Wnen's Resource Center of Sarasota, Inc.; Lucious G
Davi s, manager of the Hillsborough County Departnent of Social Services; and
Mabel Bexl ey, Executive Director of The Spring of Tanpa Bay, |nc.

No transcript was provided and neither counsel submtted Proposed Fi ndings
of Fact, but subsequent to the hearing both counsel submitted witten | ega
argunent whi ch have been considered in the preparation of this Recommended
O der.

FI NDI NGS OF FACT

1. Each counsel presented a stipulation of facts signed by both counsel
VWile the facts to which the stipulations relate appear to be fundanentally the
same, the approach to each fact agreed to is different to some degree and based
upon the relative position of the parties.

2. The parties agreed that CCSis a not-for-profit corporation organi zed
under the laws of the State of Florida, with its principal business |ocated in
Tanpa, though it operates offices in Hillsborough, Hernando, Manatee, Sarasota
and Lee counties. It is qualified as a non-profit corporation pursuant to
Section 501(c)(3) of the United States Internal Revenue Code. |Its primary
purpose is to provide education and counseling services to individuals and
famlies who | ack the basic know edge of budgeting and financial managenent in
order to render themself-sufficient. 1t is an organization recognized by the
United Way and currently receives funding through that organization in
Hi | | sbor ough, Hernando and Lee counties. All such funding received fromthe
United Way is utilized exclusively for educational purposes. It is also a
menber of the National Foundation for Consunmer Credit Counseling.

3. The functions of CCS consist primarily of four types of services.
These include educational prograns, individual budget counseling, debt
managenent, and referral services to agencies that provide other services or
benefits such as food, clothing, shelter, nmental health services, marital and
parenting counseling and drug and al cohol abuse counseling to needy i ndividuals.
None of the clients are charged for any of the services provided by CCS

4. Until January 1, 1995, CCS held consumer sal es tax exenption nunber,
39-22-124883-56C. Its prior nunmber was 06-0138-00-39. The prior exenption was
granted to CCS in January, 1975.

5. On Novenber 8, 1994, Diane L. Trithart, then President and CEO of CCS
submtted an application for renewal of CCS certificate of exenption. Included
with the application was a background history of the organization containing the
charter, by-laws, certificates of incorporation and registration with the
state, financial statenents and statenents of agencies to which CCS refers
clients and fromwhich clients are referred to CCS. After the submittal of that
application package, on March 16, 1995, the Departnent issued an Adnministrative
Conpl ai nt seeking to revoke CCS' certificate of exenption on the basis that the
organi zation was not a charitable organization with a sole or primary purpose
which fulfilled one of the seven criteria outlined in Section 212.08(7) (0O 2.b.

Fl orida Statutes.

6. By letter dated January 13, 1995, prior to the preparation of the
Admi ni strative Conplaint ultimately filed herein, Patricia M Chin, Chief of the
Department's Bureau of Registration and Records in the Division of Tax



Processing, conveyed to Ms. Trithart the Departnment's position that CCS no

I onger qualified for its exenption. This opinion was based upon the provisions
of Section 212.08(7)(0)2.b., Florida Statutes, which defines the requirenents
whi ch an organi zati on nmust satisfy in order to be deened a "charitable
institution" exenpt fromsale and use tax. It was the Departnent's position
that the primary purpose of CCS was to provide credit counseling which was not
one of the statutorily defined services, and on that basis, the exenption could
not be renewed.

7. The functions of CCS in detail are varied and extensive. The parties
agreed and stipulated that in 1995, CCS expended approxi mately twenty-one
percent of its budget in direct educational progranms which were offered through
a nunber of other agencies such as Head Start, Salvation Army, Lighthouse for
the Blind, AARP and other simlar organizations. The relationship between CCS
and these agencies is a collaborative effort in which all agencies seek to neet
the needs of the client. 1In 1995, of the target audi ence for the educationa
progranms whi ch were conducted by CCS, seventy-two percent fell bel ow federa
poverty guidelines, and in addition, in 1995, CCS conducted sixty-six prograns
for in excess of twenty-eight hundred school age children in H|lsborough County
whi ch focused on basi c noney nanagenment and budgeti ng.

8. Another thirty-seven percent of CCS expenditures was devoted to budget
counseling for clients in individual counseling sessions, each |lasting between
one and a half to two hours, and in which individuals and famlies are taught
the basic skills of prioritizing needs so that they can be self-sufficient and
provide for their basic needs in the area of food, clothing and shelter. In
this category, 5489 various counseling appointnments were net, and of the
i ndividuals and fam |ies who received this budget counseling, ninety-five
percent were also referred to another agency or source for food assistance;
si xty-one percent were referred to other agencies for additional help and
servi ces; seventy-one percent were either unenployed or on reduced inconeg;
fifty-three percent constituted separated, divorced or single individuals, many
with m nor children; and many were in need of other services for the prevention
of or the rehabilitation of alcoholism drug abuse, suicide prevention or the
alleviation or nental, physical or sensory health problens. Many of these
i ndi vidual s faced the inmedi ate prospect of losing their hones or having utility
servi ce disconnected, and their financial difficulties were having severe,
adverse effects on their marital and famly rel ationshi ps.

9. In 1994, forty-eight percent of the individuals or famlies who
recei ved budget counseling fell below the federal poverty guideline. In 1995,
thirty-nine percent fell within that category.

10. O those individuals who received budget counseling, only twenty
percent went on a debt nanagenent plan pursuant to which CCS acted as an
i nternedi ary between the client and the creditor and assisted the individual in
payi ng off the outstanding debt. 1In 1995, approximtely twenty-four percent of
CCS expenditures were devoted to service debt managenent plans, and ei ghteen
percent of those expenditures were for adm nistrative purposes. Less than one
hal f of one percent of CCS inconme was derived frominterest on noney deposited
by clients into trust accounts and which was thereafter distributed by CCS to
the clients' creditors.

11. In addition, in 1995, CCS assisted 708 families in retaining their
hones and avoi ding foreclosure, with a success rate of ninety-eight percent.
The npbst conmmon cause of the famly financial problens in those cases was | oss
of enpl oynent or reduced incone. |In that regard, CCS participates in the



Fl ori da Departnment of Labor's Rapid Response Program which provides counseling
and educational services to enpl oyees who are losing their jobs as a result of
corporate lay-offs or down-sizing. It is not, however, the primary purpose of
CCS to assist individuals in establishing or re-establishing credit.

12. As was stated previously, CCS operates educational prograns in
conjunction with other service organizations. One of these is The Wnen's
Resource Center of Sarasota, a Section 501(c)(3) organization which serves wonen
of a certain age who are seeking to enter the job market as a result of divorce,
wi dowhood or ot her non-self-caused conditions. The majority of these clients
find thensel ves unable to provide their ownlbasic necessities and facing an
uncertain future. They are lacking in the financial skills to manage their
l[imted resources and many are facing the loss of their home. A large
percent age have mnor children, and the Center hel ps these wonen provide for
t hensel ves and their children by giving themthe basic skills they need to
survive. As a part of this program CCS teaches classes in basic budgeting
skills, nmoney managenent, credit and spendi ng, and provi des assistance in
avoi ding foreclosure. CCS also instructs these clients on accessing ot her
conmmuni ty resources which mght help, but the fundanental goal of both agencies
is to teach the clients to handle their finances and to be able to provide for
t hensel ves. These consuner credit services are provided at no cost to the
client, and though no direct aid, such as food, clothing or shelter is provided
by CCS, the education assists the client in learning to provide for herself.

13. Simlarly, CCS operates a collaborative educational programw th The
Spring of Tanpa Bay, al so an exenpt organization. The Spring is a donestic
vi ol ence center which provides conprehensive services to violent famlies, the
majority of whom are brought in by |aw enforcenment agencies. These clients are
al rost uniformy poor who cone to The Spring with nothing but their inmediate
bel ongi ngs in a garbage bag. Approximately one third of the clients are victins
of aggravated battery and all are in inmedi ate danger and have no place else to
go. CCS offers a series of nonthly prograns to clients of The Spring. These
prograns are designed to assist the wonmen in becom ng functional so that they
can get back on their feet and nove toward | eading normal lives. The courses
are designed to teach the wonen how take care of thensel ves, and CCS educates
the wonen in the managenment of their personal finances. The enphasis is
deci dedly not on reestablishing credit. Any client who can establish credit is
not a suitable candidate for The Spring or, thereby, CCS. Neither The Spring
nor the client pays CCS anything for its services.

14. A third coll aborative effort of CCSis that with The West Tanpa
Nei ghbor hood Service Center, operated by Hillsborough County's Departnent of
Social Services. This is a nultipurpose human service facility that provides
help to low income famlies including direct assistance in nmedical treatnent,
utility and rent paynents and energency assistance in the form of bl ankets,
heaters, fans and food. Al of the clients of Wst Tanpa fall within the
federal poverty guidelines.

15. West Tanpa has identified core agencies which it wants housed in its
facility to pronote a team approach to addressing the needs and services
required by its lowincome clients. CCS workshops are a part of this team
effort made up of other agencies providing such things as indigent care, nedica
assistance and the like. The concept of the Wst Tanpa programis to devel op
the individual to allow that person to help hinself, and CCS provides basic
budget instruction to the individuals who seek assistance from Wst Tanpa.

These individual s are experiencing severe financial problens as a result of poor
noney managenent or poor budgeting skills, and need basic information in



budgeting, in financial planning, in establishing a bank account and in avoidi ng
the stigma of being characterized as a | ow i ncone individual who lives off the
system

16. CCS has also collaborated with the Fam |y Services Association of
G eater Tanmpa whi ch provides counseling and psychot herapy to individuals,
couples or famlies suffering fromal coholism drug abuse or other difficulties.
Thi s organi zati on al so addresses marital and parent/child i ssues and
unenmpl oynment/financial issues, and it is in that latter area that CCS
participates. The individuals at risk have problenms with daily |iving because
of an inability to find or keep a job as a result of lack of skill, insufficient
technol ogy and inability to cope. Approximately fifty percent of the
individuals in this category serviced by this agency fall below the federa
poverty guidelines.

17. The services provided by CCS, in conjunction with the agencies listed
above, are conparable with simlar prograns in which it participates with
several other agencies in the geographical area serviced and descri bed
previously herein.

18. In all of its efforts and in the prograns it presents CCS does not, as
its sole or primary function, provide or raise funds for organizations which
provide medical aid for the relief of disease, injury or disability. 1t does

not, as its sole or primary function, provide or raise funds for organizations
whi ch provi de regul ar physical necessities such as food, clothing or shelter

19. On the other hand, CCS does provide education and counseling services
to individuals who | ack the basic know edge of budgeting and personal financial
managenent so that they can provide for their own food, clothing and shelter
and it constantly acts as a referring agency to other agencies that do provide
food, clothing and shelter.

20. CCS does not, as its sole or primary function, provide or raise funds
for organi zations which provide nedical research for the relief of disease,
disability or injury, and it does not, as its sole or primary function, provide
or raise funds for organizations which provide | egal services. By the sanme
token, it does not, as its sole or primary function, provide or raise funds for
organi zati ons whi ch provide food, shelter or nmedical care for animals, or
adoption services, cruelty investigations or education prograns concerni ng
animals. It also does not, as its primary function, provide or raise funds for
organi zati ons whi ch provi de adoption, placenent, child care or community care
for the elderly.

21. Article Il of CCS By-Laws, as approved in Cctober 1994, defines its
conmmunity service as, "delivering professional consumer credit education
confidential counseling and debt reduction prograns,” such services rendered to
"all segnments of the community regardless of ability to pay." Wile CCS has no
i ncome guidelines for its clients, consistent with the terms of its by-laws, it
wi || counsel anyone, regardless of ability to pay.

22. The funds which CCS receives fromthat small percentage of clients who

are eligible for debt managenent plan participation, (only twenty percent of
those seen in 1995), are deposited in an interest-bearing account.
Distributions to creditors are nade fromthis account twice a nonth, tined to
coincide with receipt of the bulk of client funds. Any interest earned on the
deposited funds is used by CCS to offset the cost of providing services. This
earned interest anounts to | ess than one half of one percent of CCS revenue.



23. Though CCS provides its services wi thout charge, sone clients
voluntarily donate funds as able. These donations, along with the interest
earned on client deposits, are also used to offset the costs of the debt
managenent prograns and the educati onal and counseling prograns made avail abl e
wi t hout charge to all segments of the conmmunity.

24. By far the greatest amount of revenue received by CCS in 1992 and 1993
cane from contributions from business creditors of CCS clients. Business
creditors are presented with an invoice with paynent, but the creditor is under
no obligation to contribute. Nonetheless, during those years, that incone
constituted eighty-five percent of revenue while client contributions
constituted only nine percent one year, and slightly nore than ten percent the
next .

CONCLUSI ONS OF LAW

25. The Division of Adm nistrative Hearings has jurisdiction over the
parties and the subject matter in this case. Section 120.57(1), Florida
St at ut es.

26. The Departnent of Revenue has declined to reissue and seeks to revoke
CCS exenption fromstate sales tax on the basis that the organi zati on does not
have an exclusive charitable purpose which falls within one of the seven
categories outlined in Section 212.08(7)(0)2.b., Florida Statutes.

27. To dempnstrate it is entitled to a sales tax exenption certificate,
CCS nmust denonstrate it nmeets all the criteria of one of the definitions |isted
inthe cited portion of the statute. Since in the instant case CCS clains its
exenption as a charitable institution, it nmust show that it is a nonprofit
entity whose sole or primary purpose is either to provide one of the seven
services listed in the statute or provide funds to other organizations which
provi de one of the seven services.

28. Section 212.08(7), Florida Statutes, defines "charitable institutions”
as:

only nonprofit corporations qualified as
nonprofit pursuant to s. 501(c)(3), United
States Internal Revenue Code, 1954, as anended,
and any other nonprofit entities, the sole or
primary function of which is to provide, or
to raise funds for organizati ons which provide,
one or nore of the followi ng services if a
reasonabl e percentage of such service is
provided free of charge, or at a substantially
reduced cost, to persons, animals, or organi-
zations that are unable to pay for such
servi ces.
* * *

(I'l') Regular provision of physical necess-
ities such as food, clothing or shelter

(rrr) Services for the prevention of or
rehabilitati on of persons from al coholism or
drug abuse, the prevention of suicide, or the
alleviation or nmental, physical, or sensory
heal t h probl ens;



(I1'V) Social welfare services including
adoption, placenent, child care, conmmunity
care for the elderly, and other social wel-
fare services which clearly and substantially
benefit a client popul ation which is di sadvan-
taged or suffers a hardship;

29. Rule 12A-1.001(3)(g), F.A.C. provides, with respect to the term "sole
or primary function"

[a] charitable organization, excluding
hospital s, must establish and support its
function as providing or raising funds for
services as outlined in subparagraphs 1 and

2 above, by expending in excess of 50 percent
of the charitabl e organi zati on's expenditures
towards referenced charitable concerns, within
the charitabl e organi zation's npbst recent
fiscal year.

30. Wthin the paraneter of that definition, the charitable organization
must show that nore than fifty percent of its total expenditure is used to
directly provide the statutory services descri bed above, or is donated to other
charitable organizations that directly provide that service.

31. Section 212.08(7)(0)2.b., Florida Statutes, in relevant part, provides
that it is to be "strictly defined, limted, and applied in each category." The
law is well settled that tax exenptions are strictly construed agai nst taxpayers
and in favor of the state. State, Departnment of Revenue v. Anderson, 402 So.2d
397, 399 (Fla.1981); Asphalt Pavers, Inc. v. Departnent of Revenue, 584 So.2d
55, 57 (Fla. 1st DCA 1991). Therefore, CCS has the burden to show, by a
preponderance of the evidence, that it is entitled to the sales tax exenption

32. CCSis qualified as a nonprofit organization pursuant to Section
501(c)(3) United States Internal Revenue Code. The question remaining for
determ nation, then, is whether it has as its sole or primary function one of
the seven classifications defined by statute at Section 212.08(7)(0)23.b., and
whether it nmeets all the criteria outlined in one or nore of those definitions.
Gai nesville Amateur Radio Society, Inc. v. DOR DOAH Case 94-1200 (Final Order
entered July 31, 1995).

33. By stipulation the parties agreed that CCS does not, as its sole or
primary function, provide or raise funds for the organi zati ons described in
Section 212.08(7)(0)2.b. (1) or (V) - (VII). By the sane token, it does not, as
its sole or primary function, provide or raise funds for those organi zati ons
described in (I1) - (1V) of the sanme statute, but it does provide budget and
financi al education and counseling in conjunction with prograns run by ot her
organi zati ons which do have as their sole or primary function the regul ar
provi si on of physical necessities such as food, clothing or shelter; marital and
fam |y counseling; drug and al cohol abuse counseling; and a nyriad of other
soci al services, without which the clients of those organizations would not be
able to function.

34. A portion of the clients serviced by CCS, those somewhat nore affl uent
but still near poverty, receive debt managenent services fromthe organi zation
but by far the majority of the clients serviced by CCS do not. They are beyond
debt managenent and require counseling and training to enable themto provide



food, clothing and shelter for thenselves and their children; to manage within
or to escape from an abusive marriage; to conbat the ravages of drug or al coho
addiction; and to |l earn how to operate as a successful and productive nenber of
society. Many of these clients nay be enpl oyed, but alnost all are well within
one hundred and fifty percent of the federal poverty guidelines and owe far nore
than they can afford to pay.

35. The evidence introduced at the hearing, regarding which there is no
di spute, shows that CCS is a nonprofit entity which expends by far the majority,
(far in excess of fifty percent), of its funds on assisting those nost in need
by education and counseling in financial and life skills nmanagenment targeted at
t hose individual s who have denonstrated an inability to nmanage the linited
financial resources at their disposal. The majority of the support provided is
through and in conjunction with the direct support agencies identified earlier
inthis Oder. The testinony of the directors of those organizations clearly
i ndicates that CCS services are necessary to and an integral part of the
organi zati onal objectives.

36. Though CCS receives a very small portion of its income by way of
donations fromclients, the magjority of its incone comes fromvoluntary
contributions frombusiness creditors of CCS clients and fromthe United Way.
Anot her source of income is generated by interest earned on client deposits as a
result of or during debt managenent services. Regardless of the source of CCS
income, it is clear that it provides its services free of charge to persons
unable to pay for its service and no one is turned away nerely because he or she
cannot pay.

37. It is clear that CCS services are provided free of charge to
i ndi vi dual s who receive the services which fall within the categories of
i ndi vidual s described in Section 212.08(7)(0)2.b.(1l1) - (1V), Florida Statutes.
Since these services are provided to individuals who, w thout these services and
those rendered in conjunction therewith by the organizations with whom CCS
operates, could be classified as di sadvantaged or suffering hardship, CCS
appears to be a "charitable institution” under the statute and to have
denonstrated its entitlenment to the requested exenption and the exenption shoul d
be granted. See Departnent of Revenue v. Pinellas Rebos Cub, Inc., DOAH
Hearing 95-1800 (Final Order entered May 8, 1996).

RECOMVENDATI ON

Based on the foregoi ng Findings of Fact and Concl usions of Law, it is
recommended that the Departnment of Revenue enter a final order dismssing the
Admi ni strative conplaint filed herein and approving the application for consumer
sal es tax exenption submtted by Consunmer Credit counseling Service of the
Florida @Gulf Coast, Inc. as a charitable institution

DONE and ENTERED this 4th day of June, 1996, in Tall ahassee, Florida.

ARNOLD H. POLLOCK, Hearing Oficer
Di vision of Admi nistrative Hearings
The DeSot o Buil di ng

1230 Apal achee Par kway

Tal | ahassee, Florida 32399-1550
(904) 488-9675



Filed with the derk of the
Di vision of Admi nistrative Hearings
this 4th day of June, 1996.

COPI ES FURNI SHED:

Kent L. Weissinger, Esquire
Depart ment of Revenue

Post O fice Box 6668

Tal | ahassee, Florida 32314-6668

Leslie E. Joughin, I, Esquire
Post O fice Box 3273
Tanpa, Florida 33601-3273

Larry Fuchs

Executive Director

Depart ment of Revenue

104 Carlton Buil ding

Tal | ahassee, Florida 32399-0100

Li nda Lettera

CGener al Counsel

Depart ment of Revenue

204 Carlton Buil ding

Tal | ahassee, Florida 32399-0100

NOTI CE OF RI GHT TO SUBM T EXCEPTI ONS

Al parties have the right to submt witten exceptions to the Recommended
Order. Al agencies allow each party at l|east 10 days in which to submt
witten exceptions. Some agencies allow a |larger period within which to submt
witten exceptions. You should consult with the agency that will issue the
Final Order in this case concerning their rules on the deadline for filing
exceptions to this Recommended Order. Any exceptions to this Recommended Order
should be filed with the agency that will issue the Final Order in this case.



STATE OF FLORI DA
DEPARTMENT OF REVENUE
FLORI DA DEPARTMENT OF REVENUE
Petiti oner,
Case No. 95-1728
VS. DOR 96-17- FOF

CONSUMER CREDI' T COUNSELI NG SERVI CE
OF THE FLORI DA GULF CQOAST, | NC.

Respondent .

FI NAL CORDER

Thi s cause canme on before the Departnment of Revenue for the purpose of
issuing a final order. The hearing officer assigned by the D vision of
Admi ni strative Hearings heard this cause and i ssued a Recommended O der dated
June 4, 1996. A copy of the Recommended Order is attached to this Final Oder.
No exceptions to the Recomended Order were filed and there are no proposed
substituted orders to consider. The Departnent has jurisdiction of this cause.

STATEMENT OF THE | SSUE

The Departnent adopts and incorporates in this Final Order the Statenent of
the Issues in the Recommended Order.

PRELI M NARY STATEMENT

The Departnment adopts and incorporates in this Final Order the Prelimnary
Statement in the Recormended Order except that the notification dated March 16,
1995, sent by Shirley Towne to Consuner Credit Counseling Service of the Florida
@l f Coast, Inc.

("CCS") bore the title of "Adm nistrative Conplaint."
FI NDI NGS OF FACT

The Departnent hereby adopts and incorporates by reference the findings of
fact set forth in the Recommended Order.

CONCLUSI ONS OF LAW

The Departnent hereby adopts and i ncorporates by reference the concl usions
of law set forth in the Recommended Order in paragraphs 25 through 27. The
Hearing Oficer's conclusions of law, set forth in paragraphs 28 through 37 of
t he Recomended Order, are rejected in their entirety and are hereby repl aced as
fol | ows:



28. The burden of proof in this case is on CCS to showthat it is entitled
to a sales tax exenption

29. Section 212.08(7)(0)2., Fla. Stat., reads in pertinent part as
fol | ows:

2. The provisions of this section ... [shall be strictly
defined, limted, and applied in each category ...]
[ Enphasi s Suppl i ed].

30. Tax exenptions are matters of legislative grace. It is a well-
recogni zed rule of law that tax exenptions nmust be strictly construed agai nst
t he taxpayer seeking themand in favor of the State. Asphalt Pavers, Inc. v.
Department of Revenue, 584 So.2d 55 (Fla. 1st DCA 1991); State Departnent of
Revenue v. Anderson, 403 So.2d 397, 399 (Fla. 1981); Geen v. Pederson, 99 So.2d
292, 296 (Fla. 1957). Thus, CCS has the burden to show clearly that it is
entitled to a sales tax exenption

31. Section 212.08(7)(0)2.b., Fla. Stat. reads in pertinent part as
fol | ows:

"Charitable institutions" means only nonprofit corporations
qualified as nonprofit pursuant to s. 501(c)(3), United
States Internal Revenue Code of 1954, as anended, and ot her
nonprofit entities, the sole or primary function of which is
to provide, or to raise funds for organizations which

provi de, one or nore of the followi ng services if a
reasonabl e percentage of such service is provided free of
charge, or at a substantially reduced cost, to persons,

ani mal s, or organizations that are unable to pay for such
servi ce:

(1) Medi cal aid for the relief of disease, injury, or
di sability;

(I'l') Regular provision of physical necessities such as
food, clothing, or shelter;

(I'11) Services for the prevention of or rehabilitation of
persons from al coholismor drug abuse; the prevention
of suicide; or the alleviation of nmental, physical
or sensory health probl ens;

(I'V) Social welfare services including adoption placenent,
child care, community care for the elderly, and other
soci al welfare services which clearly and
substantially benefit a client population which is
di sadvant aged or suffers a hardshi p;

(V) Medi cal research for the relief of disease, injury,
or disability;

(M) Legal services; or

(M1) Food, shelter, or medical care for aninmals or
adoption services, cruelty investigations, or
educati on prograns concerning ani nal s;

Enphasi s Supplied].

32. Rule 12A-1.001(3)(g)3.d., F.A C (1994) defined "sole or primry
function" as foll ows:



"Sole or primary function"” neans that a charitable

organi zati on, excluding hospitals, nust establish and
support its function as providing or raising funds for
services as outlined in subparagraphs 1. and 2. above, by
expendi ng i n excess of 50 percent of the charitable

organi zation's expenditures towards referenced charitable
concerns, within the charitable organization's nost recent
fiscal year.

Subparagraphs 1. and 2. of the rule contain a list of the seven services listed
in the statute. This rule was anended in Decenber of 1995; the definition of
"sole or primary function"” is now found at Rule 12A-1.001(3)(g)3.e., F.AC
(1995). The definition is substantially identical in the revised rule as it was
in the 1994 version of this rule.

33. CCS does not, as its sole or primary function provide, or raise funds
for organi zations which provide, any of the services listed in paragraphs 1, 11
V, VI, or VI| of Section 212.08(7)(0) 2.b., Fla. Stat. See Findings of Fact
par agraphs 18 through 20, in the Recommrended O der

34. CCS does not, as its sole or primary function, raise funds for
organi zati ons which provide any of the services listed in paragraph Il of
Section 212.08(7)(0)2.b, Fla. Stat. See Findings of Fact, paragraphs 7, and 8,
in the Reconmended Order.

35. CCS does not provide the any of the services listed in paragraph 11
of Section 212.08(7)(0)2.b., Fla. Stat. See Findings of Fact, paragraphs 2, 3,
7, 8, 12, 15, 19 and 21

36. CCS appears to be taking the position that it should be entitled to a
consuners certificate of exenption as a "charitable institution" because it
provides its services in coordination with other organizations in the area that
do provide one or nore of the services listed in the statute. See Findings of
Fact, paragraphs 3, 7, 8, 11, 12, 13, 14, 15, 16 and 17.

37. The exenption for "charitable institutions"” clearly requires that the
reci pi ent of such exenption provide one or nore of the services listed in the
statute or provide funds to organi zations that are providing one or nore of the
services listed in the statute. No organization can ride in on the coattails of
anot her organi zation. Vicarious charitable activities do not constitute the
direct provision of one or nore of the services listed in the statute and will
not qualify one for the "charitable institutions" exenption. National Christian
Networ k, Inc. v. Departnent of Revenue, Case No. 84-4115, Final Order entered on
Decenmber 17, 1985. The statutory requirenents nmust be met for each applicant
bef ore an exenption can be granted. CCS has failed to provide any evidence that
it provides any of the services listed in paragraph Il of Section
212.08(7)(0)2.b., Fla. Stat. or that it raises funds for organizations providing
such services.

38. Paragraph IV of Section 212.08(7)(0)2.b., Fla. Stat. as quoted above
i n paragraph 31 of this Final Order, includes the following services in the |ist
of statutorily authorized services to be rendered by an entity seeking exenption
as a "charitable institution": "Social welfare services including adoption
pl acenent, child care, comunity care for the elderly, and other social welfare
services which clearly and substantially benefit a client population which is
di sadvant aged or suffers a hardship."



39. CCS does not provide or raise funds for organizations which provide
adoption, placenent, child care or comunity care for the elderly. See Findings
of Fact paragraphs 18 through 20, in the Recormended Order. Thus, CCS nust show
that its services qualify as "other welfare services which clearly and
substantially benefit a client population which is disadvantaged or suffers a
hardship." This claimw |l be considered bel ow applying this principle: "Wile
doubtful |anguage in taxing statutes should be resolved in favor of the
t axpayer, the reverse is true in construction of exceptions and exenptions from
taxation." Department of Revenue v. Skop, 363 So.2d 678, 680 (Fla. 5th DCA
1980) .

40. Under the statutory construction maxi m"ejusdem generis," where
general words in a statute follow a designation of particul ar persons or
subj ects, the neaning of the general words is linmted to include only those
persons or subjects that are of the sane kind, character, class or nature as
those specifically designated in the statute. See Geen v. State, 604 So.2d 471
(Fla. 1992); Florida Police Benevolent Ass'n, Inc. v. Departnent of Agriculture
and Consuner Services, 574 So.2d 120 (Fla. 1991). Thus, the general phrase
"ot her social welfare services which clearly and substantially benefit a client
popul ati on which is disadvantaged or suffers a hardship” will refer to services
which are simlar to adoption placenment, community care for the elderly and
child care. Al of these types of enunerated services are targeted at ensuring
that certain basic needs of individuals who are dependent upon special care

and/ or attention are satisfied. In the case of adoption placenent, the object
of the service is to provide a safe and secure environnent for the child who is
i ncapabl e of self-care. |In the case of community care for the elderly, the

object of the service is to provide either food or physical assistance to those
ol der nmenbers of the popul ation who are incapable of self-care with respect to
daily activities of life (bathing, groom ng, preparing neals, etc.) In the case
of day care, again the services are provided to children incapable of self-care
with respect to the activities of daily life. These types of services are in
the nature of what a state government might ordinarily provide that is, they are
services to help ensure the survival of individuals who because of sone factor
such as age, nmental or physical inability, or lack of a safe and secure hone
envi ronnent m ght otherw se be unable to provide for thenselves. |nsurance may
be either unavailable to, or inapplicable to the particul ar needs of these
individuals. |If a charitable organization provides those types of services on
behal f of the state, it obviously is saving state resources. In return for this
saving of state resources, the state is willing to forego sone sales tax
revenue. CCS has not provided any evidence that it provides "social welfare
services" as that termis defined by Section 212.08(7), Florida Statutes.

41. CCS does nmke referrals, however it does not, as its sole or primary
function, as that termis defined in Rule 12A- 1.001(3)(g), F.A.C, coordinate,
network, or link other institutions designated as charitable institutions which
do provide the types of services listed in paragraphs | through VII of Section
212.08(7)(0)2.b., Fla. Stat., with those in need of their services. See
Fi ndi ngs of Fact, paragraphs 7 and 8, in the Reconmended Order; Stipulation of
Facts, para. 2, submtted by CCS at the hearing and incorporated into the
Recomended Order in paragraph 2 of that Recormended Orders and the Articles of
I ncorporation of CCS which were admtted into evidence as an exhibit.

42. A reasonabl e percentage of CCS services are not provided free of
charge or at a substantially reduced cost. Rather, 85 percent of the cost of
CCS services were reinbursed by the business creditors of CCS' clients and
bet ween 9 percent and 10 percent of the cost of CCS s services are borne by the
clients. 1In addition, CCS uses the interest on noney deposited by clients into



trust accounts and which CCS |ater distributes to the creditors of the its
clients to offset its expenses. It appears that CCS uses the funding it
receives fromthe United Way to offset the remaining 4-5 percent or so of the
costs of rendering the services. See paragraphs 2, 10, 23 and 24 of the

Fi ndi ngs of Fact in the Reconmended Order.

43. CCS is not providing services free or at a substantially reduced rate
if it in fact receives paynent for the services provided. See Consumer Credit
Consul tants, Inc. v. Departnment of Revenue, Case No. 94-4076, Final Oder
ent ered Decenber 1, 1995, ("A reasonable percentage of the services provided ..
are not provided free of charge or at a substantially reduced cost. Rather
Petitioner charges either its clients, the creditors of its clients, or
both...."), and Consuner Credit Counseling Service of Centra Florida v. DOR, 7
FALR 5433, 5436-5437, ("Petitioner's clients pay indirectly for the services,
through the interest earned on their noney as well as the tax deductible
contributions creditors send Petitioner out of clients' funds.") Based on the
foregoing, it is,

ORDERED t hat CONSUMER CREDI T COUNSELI NG SERVI CE OF THE FLORI DA GULF CQAST,
INC.'s application for a consunmers' certificate of exenption be denied.

ENTERED i n Tal | ahassee, Leon County, Florida this 31st day of July, 1996.

State of Florida
DEPARTMENT OF REVENUE

L. H FUCHS
EXECUTI VE DI RECTOR

| HEREBY CERTIFY that the foregoing FINAL ORDER i n DEPARTMENT OF REVENUE vs.
CONSUMER CREDI T COUNSELI NG SERVI CE OF THE FLORI DA GULF COAST, INC., DQAH Case
No. 95-1728, has been filed in the official records of the Florida Departnent of
Revenue this 31st day of July, 1996.

JUDY LANGSTON
AGENCY CLERK

COPI ES FURNI SHED:

Arnold H Pollock, Hearing Oficer
Di vision of Admi nistrative Hearings
The DeSot o Buil di ng

1230 Apal achee Par kway

Tal | ahassee, Florida 32399-1550

Leslie E. Joughin, 111, Esquire
Post O fice Box3273
Tanpa, Florida 33601-3273



Li nda Lettera, General Counsel

Kent Wi ssinger, Assistant CGeneral Counsel
Fl ori da Departnment of Revenue

P.O Box 6668

Tal | ahassee, Florida 32314-6668

NOTI CE OF RI GHT TO JUDI Cl AL REVI EW

PARTY WHO | S ADVERSELY AFFECTED BY THI S FI NAL ORDER IS ENTI TLED TO JUDI Cl AL

REVI EW PURSUANT TO SECTI ON 120. 68, FLORI DA STATUTES. REVI EW PROCEEDI NGS ARE
GOVERNED BY THE FLORI DA RULES OF APPELLATE PROCEDURE. SUCH PROCEEDI NGS ARE
COMMENCED BY FI LI NG ONE COPY OF A NOTI CE OF APPEAL W TH THE AGENCY CLERK OF THE
DI VI SION OF ADM NI STRATI VE HEARI NGS AND A SECOND COPY, ACCOVPANI ED BY FI LI NG
FEES PRESCRI BED BY LAW W TH THE DI STRI CT COURT OF APPEAL, FIRST DI STRICT, OR
WTH THE DI STRI CT COURT OF APPEAL I N THE APPELLATE DI STRI CT WHERE THE PARTY
RESI DES. THE NOTI CE OF APPEAL MUST BE FI LED WTHI N 30 DAYS OF RENDI TI ON OF THE
ORDER TO BE REVI EVEED.



