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Background Information on language seeking permanent property tax exempt status for NFP senior living communities, including CCRCs

Not for Profit (NFP) Senior Living Providers

Indiana’s NFP providers are often in rural communities and are typically stand-alone or very limited multi-site facilities who do not enjoy the operational and capital resources that exist in the background of their for-profit counterparts.  Additionally, most NFP providers – including CCRCs - have a history rooted in person-centered care, religious mission and community service.  In fact, many still hold regular spiritual services on their campuses and employ chaplains to care for the spiritual needs of their residents.  For all of these reasons, many consistently struggle to best meet the housing expectations of their residents while also sufficiently investing in staff, resident wellness, and all the tools and equipment needed to enhance the lifestyle of older adults.  That is, NFP providers are often left at a competitive disadvantage in the business of today’s competitive long-term care and senior living marketplace.  

One advantage that nearly all NFPs (religious, literary, educational, charitable organizations, and other 501(c)(3) entities generally [like NFP senior living providers]) do have is their property tax exempt status.  This small gesture attempts to financially acknowledge the societal value that these entities provide to the greater public.  In the case of senior living providers, they do this through caring for Medicaid recipients and serving and partnering with the broader communities in which they are an integral part. Our proposed language will aim at permanently securing property tax exempt status for these providers – including CCRCs.  This language does not create new policy, is not creating new or expanded exemptions, and is not taking money out of county resources.  It merely seeks to lock in the status quo recognized in nearly all Indiana counties, and one that has been upheld as sound public policy for generations.  It is time to clarify this public policy for individual County Assessors and the entire state once and for all.   

Continuing Care Retirement Communities “CCRCs”

The Indiana Secretary of State Securities Division (“the Division”) regulates the CCRC industry in Indiana. See Ind. Code 23-2-4.  CCRCs are further licensed under Ind. Code § 16-28. As of August 2024, there were 52 registered CCRCs in Indiana.  Most of these are not-for-profit entities, but not all.  To maintain registration, CCRCs are required to make an annual filing 4 months following its fiscal year end. The Division reviews the following documents in each annual filing: 

· Audited financial statements 
· Annual Disclosure Statement 
· Resident contracts and fees 
· Occupancy rates
· Entrance fee refund liability 

Additionally, CCRCs must provide a “disclosure statement” to each perspective resident before he/she executes the continuing care agreement, and upon request thereafter.  

CCRCs provide the full array of services on the continuum of care (independent living, assisted living, memory care, and skilled nursing / health center services) to individuals under the terms of “continuing care agreements”. These “continuing care agreements” are a statutory creation and imply that a resident is to pay an entrance fees of at least $25,000 in exchange for the provision by the CCRC of among other things: housing, meals and related services, medical services, and other related health services.  See Ind. Code 23-2-4-1.  Notably, CCRC entrance fees, which have improperly come under scrutiny by a few county assessors in the past couple of years in attempt to void exempt status, are required to be “directly” used for “the construction, maintenance, or operation of that particular continuing care retirement community,” and not distributed to shareholders or other parties as dividends.  See Ind. Code 23-2-4-12.  CCRCs must provide the Sec. of State’s Office annual audited financial statements to ensure transparency and compliance with all the above conditions - and more.
At no time is a resident responsible for the re-occupancy, maintenance or other housing related ownership risks of the unit they are occupying.  The residency agreement transfers this responsibility and risk (along with all of the resident’s health care liabilities) to the CCRC.  What is not required by statute, but is provided by every CCRC, is a sense of community – an absence of isolation, and relief from the condition of loneliness that so many seniors suffer from on a day-to-day basis.  
More on Entry Fees 

Entry fees typically come in two forms:  (1) a “declining balance” or “traditional life occupancy” entry fee where the typically lower upfront entrance fee is amortized monthly over 48 months, or (2) a one-time fee of 80% at move-in.  In this second scenario, 80% goes back to the estate or designated beneficiary upon the passing of the resident; the remaining balance (20%) is invested back into the campus.  Entry fees vary greatly across the state and will often differ on the same CCRC campus.  They are based on the type of home the resident selects (single family home, condo or apartment), the square footage of the selected dwelling, the number and type of amenities offered to residents on a campus, etc. 

Entry fees are not typically immediate revenue to a CCRC; only a small portion is actually revenue.  The remainder is a liability held by the organization and paid back to the resident upon surrender of the unit.  CCRC’s often have monthly service fees as well  These might be adjusted annually, with advanced notice to residents, and are used to cover the additional costs of housing and services detailed in the CCRC-resident agreement not covered by the 20% portion of the entry fee.  That CCRC obligation exists as a security investment held by the resident as long as the resident is at the CCRC campus.    

The varying types and entry fee amounts allow individuals across the income spectrum to secure a housing and health care future in a manner of their choosing and when they choose to do so.  That is, most CCRC residents, regardless of campus, are retired nurses, farmers, factory workers, school-teachers, insurance agents, pastors, missionaries from around the U.S., and importantly – veterans.  Despite the perception argued by some, CCRC residents are not all high-wealth individuals.  They are normal Hoosiers who have prioritized a security investment in their future health and well-being.   
As generally required by Ind. Code 23-2-4-12, Entry Fees (and the connected tax exemptions) are used for: 
· Physical plant maintenance and upgrades (boiler repairs, new HVAC units, fresh carpet and paint, etc.); 
· Reconfiguration of and upgrades to residential units (CCRCs are constantly evaluating the unit mix of independent living, assisted living, memory care, and skilled nursing units due to changing resident needs);
· Upkeep of campus roads and sidewalks (many maintain their own spaces saving local county tax dollars); 
· Investments in new rehabilitation and resident care equipment;  
· New and upgraded amenities (community gathering spaces, wellness, rehab, and senior fitness centers); 
· Property insurance, employment insurance, employee payroll and taxes, food, supplies, etc. (all the things that are required for a CCRC to operate and meet the agreed upon housing and services in the residency agreement);   
· Entry fees are not used to pay investors or owners.  


Examples of charitable purpose activities of a typical NFP CCRC: 
· Providing regular faith services to residents (and oftentimes to the broader community where the CCRC is located) either through dedicated campus chapels or through an engaged chaplain, or both;  
· Benevolent care / inability to pay policies that provide care to residents if they are unable to pay what is agreed upon in the residency agreement.  These policies provide low or no-cost (i.e. charitable) housing and health care when an individual finds themselves unable to pay the costs agreed upon in their residency agreement.  These programs, which are very regularly deployed by CCRCs, are triggered by a resident outliving resources or by an extraordinary life-event like a healthcare crisis that prematurely exhausts available funds;
· Community food drives for seniors, families, schools, etc.; 
· Community clothing drives; 
· Participation in the Honor Flight program; 
· Volunteering with the Alzheimer's Coalition, and participation in the Area IV Senior Games; 
· Volunteering with other non-for-profit organizations in the local community; 
· Sponsoring local community and civic events and/or permitting local organizations to utilize the spaces and amenities of the CCRC at no or reduced costs; 
· Participating in Christmas and other holiday food and gift drives by adopting families, donating and wrapping gifts.  

The above list puts Indiana’s NFP CCRCs (and other senior living providers who do these things as well) squarely in line with the definition of “charitable purpose” established in State Board of Tax Commissioners v. Methodist Home for the Aged (1968) and its progeny: Raintree Friends Housing, Inc. v. Indiana Department of State Revenue (1996); Knox County Property Tax Assessment Board of Appeals v. Grandview Care (2003); Wittenburg Lutheran Village Endowment Corporation v. Lake County Property Tax Assessment Board of Appeals (2003); Greencroft Goshen, Inc. and Greencroft Middlebury, Inc v. Elkhart County Assessor (2010); and Oak Village, Inc., v. Knox County Assessor (2017).  Thus, our proposed language will merely seek to sync up Ind. Code with legal precedent on this matter.  
Indiana’s NFP CCRC’s (as do other categories of senior living providers) provide a routine and identifiable charitable purpose to their residents and to the communities in which they are located.  CCRCs ensure the continuation of high-level quality of care for individuals and their families who have decided to take their future into their own hands, thus, relieving the state of that potential financial burden.  
Conveying exempt status is an acknowledgment of the community and societal benefits provided by NFP CCRCs, and other NFP providers.  It also permanently clarifies property tax treatment for Indiana’s NFP senior living providers and their residents.  Again, our proposed language is not creating a new class of exemptions.  To the contrary, failure to provide such clarity will result in a new direct tax increase on seniors, which will limit their ability to age in place in a setting of their choosing.  Furthermore, a loss of exempt status will directly limit a provider’s ability to buy new equipment and extend additional services to residents).  Such a result is in direct contravention of the Braun Administration’s goal of reducing tax burdens on, and enhancing the lives of, Indiana seniors.  
Sound public policy insists that the Indiana General Assembly prioritize our seniors and those NFP providers that care for them. 
We continue to ask for your support of Indiana’s NFP senior living providers, and are happy to answer any additional questions you might have (Eric Essley – President/ CEO – LeadingAge Indiana – eessley@leadingageindiana.org).
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