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FREQUENTLY ASKED QUESTIONS ON TAX EXEMPTION FOR SENIOR LIVING COMMUNITIES, INCLUDING CONTINUING CARE RETIREMENT COMMUNITIES

Q:	Has Indiana previously afforded non-profit (NFP) senior living communities, including continuing care retirement communities (CCRCs) tax-exempt status:

A:	Yes. Indiana has had a long-standing tax-exemption for NFP senior living communities, including CCRCs.

Q:	Why is LeadingAge Indiana and its members seeking legislation to clarify the property tax exemption for NFP senior living communities, including CCRCs?

A:	In 2021 and 2022, the Allen County Assessor communicated to at least a few Allen County NFP long-term care (LTC) providers (two of which were CCRCs), questioning the continued exempt status of these NFP entities.  One CCRC was directly affiliated with Ft. Wayne’s Catholic Diocese, and another served a population of severely disabled individuals, over 98% of which were covered by Indiana Medicaid.  Despite these facts, thousands of dollars were spent successfully defending against this action by the Allen County Assessor.  The other entity was not as lucky.  Although designated as a NFP entity, this LTC CCRC spent hundreds of thousands of dollars defending against the Assessor’s Office.  Based on those events and because it feared that such rogue action would spread, LeadingAge Indiana (LAIN) – the trade association representing and serving Indiana’s NFP LTC providers – pursued a legislative fix in the 2023 General Assembly. The result was a temporary reprieve.  In the meantime, LAIN’s worries have come true.  The Allen County Assessor’s actions have now grown to include NFP LTC providers in at least Wabash, Kosciusko, Boone, Bartholomew, and Tippecanoe Counties.  LAIN anticipates more in the near future.  

Q:	What is the role of the 92 County Assessors in determining policy on this issue? 

A: 	County Assessors should not have a role in determining the implementation of this policy. The legislators are the individuals who are given the right and responsibility to determine and define public policy. The current ambiguity (to the extent there is any) allows 92 different County Assessor to implement the exemption statute arbitrarily and differently from their colleagues around the state. This lack of uniformity is something the legislators are encouraged to fix once and for all. 

Q: 	Does the exemption language being sought create new exempt class or take resources away from current county budgets? 

A: 	This language does not create new policy, is not creating new or expanded exemptions, and is not taking money out of county resources. The intent of this proposed language is merely 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 for the last time. 

Q: 	Are there separate tax rules for a homeowner outside the walls of a NFP CCRC and one who lives on the NFP CCRC campus? 

A: 	The focus of the proposed language is the tax status of the property in question, and by extension – the NFP entity caring for seniors - not the individual homeowner, who certainly still pays all the other taxes people pay (sales, beverage and hospitality, applicable death and inheritance taxes, etc.).  The property outside the walls of the CCRC that was sold by the senior(s) before moving into the CCRC will continue to generate revenue for the county – just from another person.  As for the individual who moved into the CCRC, it is true that she will not continue to pay property taxes, but again, this will not affect the revenue of the County.  Moreover, the CCRC homeowner is deciding to make a legally enforceable security investment into her future health, welfare, and housing - into perpetuity.  The CCRC residents will not be a potential burden on the state and instead, have shifted that risk onto the CCRC who is bound by law and mission to bear it.  That is not the case with the individual who lives outside the walls of the CCRC campus.  That individual might well be a financial burden on the state in her declining years, a risk that the state might bear alone – and not to an insubstantial degree.  

Q:	What is a CCRC in a nutshell?

A:	A Continuing Care Retirement Community (CCRC), also known as a Life Plan Community, is a residential community that offers a range of living options and care services, designed to allow residents to age in place as their care needs change. These communities typically provide independent living, assisted living, and skilled nursing care – all within one campus. These communities allow residents to transition between levels of care without needing to relocate or split up married couples as their health care needs progress.  As a security investment, 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 fifty-two 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. 

Q: 	Who lives in NFP CCRCs? 
A: 	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 decide 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. 
Q:  	What is different about NFP LTC providers? 

A: 	Indiana’s NFP LTC providers are often in rural communities and are typically stand-alone buildings or are part of extremely limited multi-site operations.  They do not enjoy the operational and capital resources that exist in the background of their for-profit counterparts. That is, because of their limited resources, many consistently struggle to best meet the welfare and housing expectations of their residents while also sufficiently investing in staff, resident wellness, and all the tools and equipment needed to enhance the lives of aging and older adults.  

Q: 	Are most NFP senior living providers religious in nature? 

A: 	Most NFP providers – including CCRCs – have a history rooted in person-centered care, religious mission, and community service. While some have moved away from a direct / formal connection with the faith organization of their founding, most still hold regular spiritual services on their campuses and employ chaplains to care for the spiritual needs of their residents. 

Q: 	What is the purpose of the exemption for NFP providers? 

A: 	Much like the exemptions conveyed to religious groups, public educational organizations, etc., this small gesture attempts to financially acknowledge the societal value that NFP LTC facilities provide to the greater public. In the case of senior living providers, they do this through caring for Medicaid recipients and other seniors - and serving and partnering with the broader communities in which they are an integral part. 

Q:	What specific legislative language is being requested? 

[bookmark: _Hlk218520546]A: 	The language being sought is intended to supplement - I.C. 6-1.1-10-16. Exemption of building, land, and personal property used for various purposes; termination of eligibility for exemption, by adding new Code, that might look something like this:   
SECTION 1. …

Sec. 1. It is the intent of the general assembly that nonprofit senior living communities identified in this chapter that also meet the requirements set out in this chapter be exempt from property taxation, including real and tangible property.

Sec. 2. All or part of a building is exempt from property taxation if it is owned by a nonprofit entity that is:
(1) registered as a continuing care retirement community under IC 23-2-4;
(2) defined as a small house health facility under IC 16-18-2-331.9; or
(3) licensed as a health care or residential care facility under IC 16-28.
Sec. 3. Tangible personal property is exempt from property taxation if it is owned by a nonprofit entity that is:
(1) registered as a continuing care retirement community under IC 23-2-4;
(2) defined as a small house health facility under IC 16-18-2-331.9; or
(3) licensed as a health care or residential care facility under IC 16-28.

SECTION 2. [EFFECTIVE JANUARY 1, 2027] (a) [the new Code citation] as added by this act, applies to assessment dates occurring after December 31, 2025, for property taxes first due and payable in 2027.

Q: 	What health care services do CCRCs perform? 
A:	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 services span the range from more-simple medication management assistance to full end of life care for residents who need it.  
Q: 	What is a “continuing care agreement”? 
A:	This agreement is a statutory creation and implies that a resident is to pay entrance fees of at least $25,000 in exchange for the guaranteed provision by the CCRC of among other things: housing, meals and related services, medical services, and other related health services.  See generally Ind. Code 23-2-4-1. Notably, CCRC entrance fees, which have unfairly 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 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. 
Q: 	What is an Entry Fee? 

A: 	Entry Fees, which are generally required by Ind. Code 23-2-4-12, 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 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, condominium 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 revenue. The remainder is a liability held by the organization and paid back to the resident upon surrender of the unit. CCRCs 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 if the resident is at the CCRC campus. 

Q: 	What is an Entry Fes Used for? 
A: 	As noted above, CCRC entrance fees 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. More specifically, Entry Fees 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. 
· Other healthcare related services and expenses.  
· 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).   
· Paying down the debt service on borrowed funds.  
· Entry Fees are not used to pay investors or owners. 

Q: 	Are Entry Fees invested in interest-bearing accounts?  
A: 	This likely depends on the individual community.  That said, it might be – and that is perfectly appropriate.  As explained above, Entry Fees are used for many of the capital-heavy expenses of the campus. Notably, NFP LTC facilities only really have two sources of capital – 1) one time or ongoing resident fees and 2) borrowed funds (typically bonds).  They do not normally have the same access to capital streams that are available to their for-profit LTC counterparts.  Investing some part of the aggregated Entry Fees is necessary to plan for the known and unknown future contingencies of the campus and pay the debt service on any associated loans.  Indeed, failure to properly plan for the financial future of the campus (and market investment is just one part of that comprehensive strategy) would jeopardize the health, safety and welfare of Hoosier seniors.  Recall, a CCRC Agreement between a resident and the CCRC is a security investment regulated by the Indiana Secretary of State’s Office.  The Secretary of State’s Office considers the obligations contained in the CCRC Agreement to be a fiduciary and legal responsibility of the CCRC – and notably – the Sec. of State’s Office is supportive of the legislation detailed above.     
Q: 	Do residents also pay a monthly service fee – and if yes, how are such fees applied?  
A: 	Monthly fees are often assessed by a CCRC in addition to the amortized Entry Fee, though the extent of either fee (or combination of both) any resident might pay will vary by CCRC.  Monthly service fees are ongoing payments by residents used as stable ongoing operating revenue to the organization.  They are usually adjusted annually to reflect inflation of capital and non-capital expenses, rising health care costs, or changes in staffing or utilities. Together, both fees constitute the entirety of the revenues generated by the organization to provide the services, support and maintenance of the community as defined in the CCRC residency agreement.   Monthly service fees offset the operating expense of the community, which include staff salaries, wages and benefits, activity and wellness programing, social service supports, utilities, maintenance, food service, housekeeping, health care, and administrative costs.  Together with the Entry Fees, monthly service fees also cover capital expenses, which include things like paving parking lots, rehabbing buildings, making repairs to utility infrastructure, replacing living unit or common area equipment, and replacing appliances, flooring, cabinetry, and HVAC systems as they age.  
Q: 	What are some examples of charitable purpose activities of a typical NFP LTC facility/CCRC? 
A: 	Some examples of charitable purpose activities of a typical LTC facility/CCRC are: 
· 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 participating 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 and donating and wrapping gifts. 

Q:	Is there any guidance as to what contributes sufficient charitable purpose ... any case law, etc.? 
[bookmark: _Hlk218520384]A: 	Yes, the above list of activities puts Indiana’s NFP LTCFs/CCRCs 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).  These cases generally establish that if a NFP community provides healthcare and other services to seniors, those coupled factors generally convey evidence of “charitable purpose” sufficient for application of the exemption statutes.  Thus, the language sought merely seeks to sync up Ind. Code with legal precedent on this matter. 
Indiana’s NFP LTCF/CCRCs 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. 

Questions? Please contact Eric Essley – President/CEO – LeadingAge Indiana – eessley@leadingageindiana.org).
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