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Medical Facilities

https://www.in.gov/dIgf/files/2022_ Appendix_G_Final.pdf
GCR - General Commercial Residential; GCM - General Commercial Mercantile
* Medical clinics as follows:
* Full line — See hospitals.
* Limited service as follows:
* One story wood joist framing — GCR medical office.
 Multi-story or fire resistant, reinforced concrete, or fireproof steel
framing — GCM medical office.
e Special purpose as follows:
* One story wood joist framing — GCR medical office.
 Multi-story or fire resistant, reinforced concrete, or fireproof steel
framing — GCM medical office.
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 Multipurpose as follows:
 One story wood joist framing — GCR general office.
 Multi-story or fire resistant, reinforced concrete, or fireproof steel
framing — GCM general office.
 Hospitals as follows:
 Convalescent as follows:
 One story wood joist framing — GCR general office.
* Multi-story or fire resistant, reinforced concrete, or fireproof steel
framing — GCM general office.




Medical Facilities

* Full line as follows:
* One story wood joist framing — GCR general office.
 Multi-story or fire resistant, reinforced concrete, or fireproof
steel framing — GCM general office.




\ Medical Facilities

Schedule A.1
GCM Base Prices

FD  Hotel - Motel 12 1 6219 6768 7563 8330 8954 9674 10440 11488 121534 12996 775 1016 11.58 10.39
Service 2 6344 7F024 TOB8 8BS2 8714 10560 11506 12753 13614 146.56 963 1081 1233 11.06
Bank 14 1 7924 8309 #7533 9189 9F¥12 10171 10685 11778 12516 13418 833 1058 1035 928
2 8118 B68E 9317 95930 10480 11165 11976 13333 14284 15429 1061 11.04 1131 1013
General Office 12 1 6998 T447 TBO1 B3I38 8786 9463 10222 11242 11922 127.59 773 B26 1237 11.1:
2 T143 7736 8325 8914 9506 10349 11288 12526 13382 14419 961 740 1316 11.82
Medical Office 12 1 7739 8188 8632 09079 9527 10222 110.04 12058 12755 136.12 7.81 8985 1205 1084
2 7884 8477 D066 9655 10246 111.08 120.70 13342 14215 13272 969 9.09 1279 11.50
FD Hotel - Motel 12 1 6005 6403 70.05 7649 8062 8581 9193 10048 10628 113.26 B.&T 8.18 9.35 8.66
Service 2 6142 6683 7445 8264 BBES0 9551 10360 11454 122326 131.44 10.73 B8B83 10,07 9.34
General Office 12 1 5970 6221 6813 74495 7856 8B3TV0 B9.YE 98.21 10356 110.89 B.65 8.11 9.24 874
2 6037 6501 7257 8063 8644 9340 10143 11227 11985 12907 1071 8.79 10,02 947
Medical Office 11 1 6348 6734 7334 7TO72 8370 8874 9471 10312 10874 11553 8.42 7B BTFE 83
2 6472 6988 7735 8527 9082 9750 10526 11582 12319 13196 1028 825 0940 883
Mursing Home 1 1 5653 599 6528 T1.03 7450 V.01 8439 8200 a7r.10  103.27 7.96 803 816 8.53
2 5763 6223 6686 7589 8086 8684 9381 103.35 11000 117.85 862 858 978 9.0
Meotel Units 10 1 5583 5943 6160 6461 6770 7062 7589 8320 g88.18  94.20 7.96 7.74 8.82 822
2 5831 6199 6543 6970 7266 TBS52 B531 098455 101.08 108.89 8961 827 944 B87T9
Apartment 10 1 4288 4600 5053 5583 5870 6283 6773 7461 7934 8507 779 832 1064 823
2

4399 4826 5411 6059 6506 7066 7715 85896 89224 89975 946 985 11.35 886
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SCHEDULE A3
GCR Base Prices
First FO Motel Service 12" 1 5286 5756 6425 7052 7588 8122 8739 0573 10145 107.78 580
2 5400 6208 7126 7985 8759 8543 10427 118.03 12445 13400 6.74
DinninglLounge 12 1 57.34 6214 69.09 7557 B1.06 86.53 0286 10144 10728 113.76 585
2 5046 6666 7610 8490 9278 100.74 10974 12174 13028 13097 680
FD Bank 10' 1 64.02 6787 7159 7512 7865 84.06 9032 9878 10457 11098 582
2 BB25 7252 7841 8378 8923 96887 10552 117.06 12527 13458 647
General Office 10° 1 5394 65850 6507 7120 76.439 8155 8755 9567  101.19 107.31 557
2 5587 6282 7144 7984 8697 9437 10274 11394 12190 13091 622
Medical Cffice 10" 1 B7.52 7119 7472 7807 8142 86.70 9285 101.20 106.85 11310 562
2 G976 7584 8155 8674 9200 9952 10804 11048 12755 13670 627




\ Medical Facilities

GC Base Price Components and Adjus tments

Interior Finish Hig Add

Floar Fin Use Walls  Floors Ceil Vent Hig for Adjust Spk

D Level Type Type CH PerLF PerSF PerSF Ptns Ltg ALC Only  AC. Lighting e
FD Hotel/lMotel Service 10' 4899 5.40 492 10.58 12.39 1620 890 — 1.29 267 2
Bank 12' 58.79 3.44 4.92 11.03 12.39 1843 1018 - 1.04 214 3

General Office 10" 4899 3.23 492 9.57 15.23 1620 890 — 270 584 3

Medical Office 10' 48.99 3.23 4.92 14.36 1523 1769 969 - 216 466 3

Country Club 10° 40.43 7.04 4.90 9.57 12.39 2431 13.36 — 151 312 3

Funeral Home 10 40.43 3.21 4.92 9.57 12.39 2345 1290 - 232 480 3

Nursing Home g 3234 3.56 492 10.84 12.39  16.35 899  — 238 491 3
Hotel/Motel Unit g 39.19 356 4.97 11.97 6.35 475 496 - 1.32 274 2
Apartment Units g 3234 3.70 4.90 11.72 6.35 — 496 263 182 378 2

FD Hotel/Motel Service 10’ 4899 5.40 492 10.58 1239 1620 752 - 1.20 2867 2
General Office 10 4899 3.23 4.92 9.57 1523 1620 7.52 - 270 584 3

Medical Office g 38.79  3.23 4.92 13.28 1523 17.69 969 -- 216 466 3

Mursing Home g 39.19 3.56 492 10.84 12.39 1635 899 238 491 3
Hotel/Maotel Unit g 30.19 356 497 11.97  6.35 475 496 — 132 274 2
Apartment Units g 39.19 3.70 4.90 11.72 6.35 496 263 182 378 2
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GCR

Bsmt UF Utility/Storage g — — — 0.79 342 - 160 —  0.13 019 6
FO Dinning/Lounge T 20.76 525  3.4r 306 1239 2431 1336 — 150 219 4
Motel Service g 2076 323 470 459 1523 1620 B90 - 100 146 2

FD General Office T 20.76 323 337 663 1523 16.20 B90 — 100 148 3
Apartment Units g 2076 299 480  BS&2 635 - 496 263 050 073 2

“First  FO Motel Service 12 30.68 323 492 551 15.23 1620 B80 — 100 146 2
Dinning/Lounge 128 30.68 525 492 367 1239 2431 1336 — 150 219 4

FD Bank 10 33.07 323 4092 620 1239 1843 1018 — 1.14 166 3
General Office 10 33.07 3153 4.92 6.72 1523 1620 890 - 100 146 3

Medical Ofce 10 33.07 323 402 930 16.75 17.69 060 — 1700 150 3

Motel Units g 2076 299 490 816 1239 475 496 — 050 073 2

“Funeral Home 12 30.68 2.99 492 734 12.39 2345 1290 — 145 212 2

Nursing Home 10 33.07 325 492 B.27 1239 1635 B899 - 1.01 147 2

Apartment Units g 2076 299 490  B94 635 - 496 263 050 073 2

Upper FO Motel Service 12 3068 299 470 551 1523 16.20 B850 — 100 146 2
Dinning/Lounge 12° 30.68 525 492 367 1239 2431 1336 - 150 219 4

FD Motel Units T 2076 293 490 8.16 1238 475 486 — 050 073 2
Apartment Units g 2076 299 490 882 635 - 496 263 050 073 2

Nursing Home 10 33.07 325 492 B.27 1238 1635 899 — 1.01 147 2
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" Exemption Issues (Emphasis Added)

 |C6-1.1-10-16 Exemption of building, land, and personal property used for various
purposes; termination of eligibility for exemption
Sec. 16. (a) All or part of a building is exempt from property taxation if it is owned, occupied, and
used by a person for educational, literary, scientific, religious, or charitable purposes.
(b) A building is exempt from property taxation if it is owned, occupied, and used by a town, city,
township, or county for educational, literary, scientific, fraternal, or charitable purposes.
(c) A tract of land, including the campus and athletic grounds of an educational institution, is
exempt from property taxation if:
(1) a building that is exempt under subsection (a) or (b) is situated on it;
(2) a parking lot or structure that serves a building referred to in subdivision (1) is situated
on it; or




\ Medical Facilities - Exemptions

(IC 6-1.1-10-16 - Continued)
(3) the tract:
(A) is owned by a nonprofit entity established for the purpose of retaining and
preserving land and water for their natural characteristics;
(B) does not exceed five hundred (500) acres; and
(C) is not used by the nonprofit entity to make a profit.
(d) A tract of land is exempt from property taxation if:
(1) itis purchased for the purpose of erecting a building that is to be owned, occupied, and
used in such a manner that the building will be exempt under subsection (a) or (b); and
(2) not more than four (4) years after the property is purchased, and for each year after the
four (4) year period, the owner demonstrates substantial progress and active pursuit
towards the erection of the intended building and use of the tract for the exempt
purpose. To establish substantial progress and active pursuit under this subdivision, the
owner must prove the existence of factors such as the following:




)\ Medical Facilities - Exemptions

(IC 6-1.1-10-16 - Continued)

(A)
(B)

(C)

(D)

Organization of and activity by a building committee or other oversight group.
Completion and filing of building plans with the appropriate local government
authority.

Cash reserves dedicated to the project of a sufficient amount to lead a reasonable
individual to believe the actual construction can and will begin within four (4) years.
The breaking of ground and the beginning of actual construction.



\ Medical Facilities - Exemptions

(IC 6-1.1-10-16 - Continued)
(E) Any other factor that would lead a reasonable individual to believe that construction
of the building is an active plan and that the building is capable of being completed
within eight (8) years considering the circumstances of the owner. If the owner of the
property sells, leases, or otherwise transfers a tract of land that is exempt under this
subsection, the owner is liable for the property taxes that were not imposed upon the
tract of land during the period beginning January 1 of the fourth year following the
purchase of the property and ending on December 31 of the year of the sale, lease, or
transfer. The county auditor of the county in which the tract of land is located may
establish an installment plan for the repayment of taxes due under this subsection. The
plan established by the county auditor may allow the repayment of the taxes over a
period of years equal to the number of years for which property taxes must be repaid
under this subsection.




\ Medical Facilities - Exemptions

(IC 6-1.1-10-16 - Continued)

(e) Personal property is exempt from property taxation if it is owned and used in such a manner
that it would be exempt under subsection (a) or (b) if it were a building.

(f) A hospital's property that is exempt from property taxation under subsection (a), (b), or (e)
shall remain exempt from property taxation even if the property is used in part to furnish goods
or services to another hospital whose property qualifies for exemption under this section.

(8) Property owned by a shared hospital services organization that is exempt from federal income
taxation under Section 501(c)(3) or 501(e) of the Internal Revenue Code is exempt from property
taxation if it is owned, occupied, and used exclusively to furnish goods or services to a hospital
whose property is exempt from property taxation under subsection (a), (b), or (e).




\ Medical Facilities - Exemptions

(IC 6-1.1-10-16 - Continued)

(h) This section does not exempt from property tax an office or a practice of a physician or group

of physicians that is owned by a hospital licensed under IC 16-21-2 or other property that is not

substantially related to or supportive of the inpatient facility of the hospital unless the office,

practice, or other property:

 provides or supports the provision of charity care (as defined in IC 16-18-2-52.5), including
providing funds or other financial support for health care services for individuals who are
indigent (as defined in IC 16-18-2-52.5(b) and IC 16-18-2-52.5(c)); or

 provides or supports the provision of community benefits (as defined in IC 16-21-9-1),
including research, education, or government sponsored indigent health care (as defined in
IC 16-21-9-2). However, participation in the Medicaid or Medicare program alone does not
entitle an office, practice, or other property described in this subsection to an exemption
under this section.




\ Medical Facilities - Exemptions

(IC 6-1.1-10-16 - Continued)
(i) A tract of land or a tract of land plus all or part of a structure on the land is exempt from
property taxation if:
(1) the tract is acquired for the purpose of erecting, renovating, or improving a single-family
residential structure that is to be given away or sold:
(A) in a charitable manner;
(B) by a nonprofit organization; and
(C) to low-income individuals who will:
(i) use the land as a family residence; and
(if) not have an exemption for the land under this section;
(2) the tract does not exceed three (3) acres; and
(3) the tract of land or the tract of land plus all or part of a structure on the land is not used
for profit while exempt under this section.
(j) An exemption under subsection (i) terminates when the property is conveyed by the nonprofit
organization to another owner.




)\ Medical Facilities - Exemptions

e (IC6-1.1-10-16 - Continued)

(k) When property that is exempt in any year under subsection (i) is conveyed to another owner,
the nonprofit organization receiving the exemption must file a certified statement with the
auditor of the county, notifying the auditor of the change not later than sixty (60) days after the
date of the conveyance. The county auditor shall immediately forward a copy of the certified
statement to the county assessor. A nonprofit organization that fails to file the statement
required by this subsection is liable for the amount of property taxes due on the property
conveyed if it were not for the exemption allowed under this chapter.




\ Medical Facilities - Exemptions

(IC 6-1.1-10-16 - Continued)

() If property is granted an exemption in any year under subsection (i) and the owner:

(1) fails to transfer the tangible property within eight(8) years after the assessment date for
which the exemption is initially granted; or

(2) transfers the tangible property to a person who:

(A) is not a low-income individual; or

(B) does not use the transferred property as a residence for at least one (1) year after

the property is transferred;
 the person receiving the exemption shall notify the county recorder and the county auditor of

the county in which the property is located not later than sixty (60) days after the event
described in subdivision (1) or (2) occurs. The county auditor shall immediately inform the
county assessor of a notification received under this subsection.
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e (IC6-1.1-10-16 - Continued)
(m) If subsection (I)(1) or (1)(2) applies, the owner shall pay, not later than the date that the next
installment of property taxes is due, an amount equal to the sum of the following:
(1) The total property taxes that, if it were not for the exemption under subsection (i), would
have been levied on the property in each year in which an exemption was allowed.
(2) Interest on the property taxes at the rate of ten percent (10%) per year.
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e (IC6-1.1-10-16 - Continued)

(n) The liability imposed by subsection (m) is a lien upon the property receiving the exemption
under subsection (i). An amount collected under subsection (m) shall be collected as an excess
levy. If the amount is not paid, it shall be collected in the same manner that delinquent taxes on
real property are collected.

(0) Property referred to in this section shall be assessed to the extent required under IC 6-1.1-11-
0.

(p) A for-profit provider of early childhood education services to children who are at least four (4)
but less than six (6) years of age on the annual assessment date may receive the exemption
provided by this section for property used for educational purposes only if all the requirements of
section 46 of this chapter are satisfied. A for-profit provider of early childhood education services
that provides the services only to children younger than four (4) years of age may not receive the
exemption provided by this section for property used for educational purposes.
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IC 6-1.1-10-18.5
Nonprofit corporation property used in operation of health facility or home for the aged

Sec. 18.5. (a) This section does not exempt from property tax an office or a practice of a
physician or group of physicians that is owned by a hospital licensed under IC 16-21-2 or other
property that is not substantially related to or supportive of the inpatient facility of the hospital
unless the office, practice, or other property:

(1) provides or supports the provision of charity care (as defined in IC 16-18-2-52.5),
including funds or other financial support for health care services for individuals who
are indigent (as defined in IC 16-18-2-52.5(b) and IC 16-18-2-52.5(c)); or

(2) provides or supports the provision of community benefits (as defined in IC 16-21-9-1),
including research, education, or government sponsored indigent health care (as
defined in IC 16-21-9-2).

However, participation in the Medicaid or Medicare program, alone, does not entitle an office, a
practice, or other property described in this subsection to an exemption under this section.
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(IC 6-1.1-10-18.5 - Continued)
(b) Tangible property is exempt from property taxation if it is:
(1) owned by an Indiana nonprofit corporation; and
(2) used by that corporation in the operation of a hospital licensed under IC 16-21, a health
facility licensed under IC 16-28, or in the operation of a residential facility for the aged
and licensed under IC 16-28, or in the operation of a Christian Science home or

sanatorium.
(c) Property referred to in this section shall be assessed to the extent required under IC 6-1.1-11-

9.
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IC 6-1.1-11-9
Assessment method; exemption for public properties

Sec. 9. (a) Except as provided in subsection (b) of this section, all property otherwise subject to
assessment under this article shall be assessed in the usual manner, whether or not it is exempt
from taxation.

(b) No assessment shall be made of property which is owned by the government of the United
States, this state, an agency of this state, or a political subdivision of this state if the property is
used, and in the case of real property occupied, by the owner.
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 Hospital Facilities
 |C 5-1-4-26 (Hospital Bonding Authorities)
 Authorities not required to pay any taxes or assessment
upon or in respect of a project or any property acquired or
used by authority.

e |C 16-22-6-34 (County Hospital Building Authority)
 Property owned by the authority is exempt from taxation.
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IBTR Decisions

SE Indiana Medical Holdings, Inc. v. Bartholomew Co. Assessor

https://www.in.gov/ibtr/files/SE Indiana Medical Holdings Inc
03-005-11-4-00005.pdf (Assessment Practice - 2011)

The subject property was medical office building

The Petitioner was assessed, and paid taxes on, a value of
$1,596,000 for 2011. The front of the PRC showed land of
$270,100 and improvements of $1,325,900. The back of the PRC
shows the Replacement Cost New (RCN) of the improvement
labeled to be $1,162,230.



https://www.in.gov/ibtr/files/SE_Indiana_Medical_Holdings_Inc_03-005-11-4-00005.pdf

Y IBTR Decisions

SE Indiana Medical Holdings, Inc. v. Bartholomew Co. Assessor

The next column showed a physical depreciation rate of 12%. Subtracting the
depreciation amount of 12% from the RCN amount should result in a value
of $1,022,760. However, the PRC indicated a value of $1,268,200 which
was 24% higher than what the value should be after subtracting
depreciation. There was no indication on the PRC that reflects or explains the
24% adjustment increase.

The Petitioner testified that his intention was to compare the 2011 assessed
value of the subject property with the comparable properties.



\ IBTR Decisions

SE Indiana Medical Holdings, Inc. v. Bartholomew Co. Assessor

The Respondent noted that the Petitioner compared the value on the back of
the PRC. The Respondent explained that the value on the back of the PRC is the
worksheet value and the actual assessed value is in the 03/01/2011 column
on the front of the PRC.

The Respondent further explained that the value on the back of the PRC is a
result of using the cost approach. The cost approach is not always the most
appropriate approach and there are times when a different approach, for
example the sales approach or the income approach, might be used. The reason
the value on the back of the PRC does not always match the front of the PRC is
because the county uses a method referred to as the “correlation of values.”



Y IBTR Decisions

 SE Indiana Medical Holdings, Inc. v. Bartholomew Co. Assessor

 Use of this method brings the cost value from the back of the PRC up to the
market value-in-use when the value is established using the sales or income
approach. The software will only allow the entry of a flat value.

* |n calculating the income approach value, the Respondent used a data
resource which is locally relevant, county specific rental data software for
commercial and industrial property. The software used local rents, expenses,
vacancy and capitalization rates.
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 SE Indiana Medical Holdings, Inc. v. Bartholomew Co. Assessor

* The Respondent cited four medical office sales in the sales comparison
approach. The first sale is the subject property. Two of the comparable sales
are in the same vicinity as the subject property. The final sale is in another
part of town. Adjustments for time, age, quality, and size were made.

 The subject property sold in 2007, four years prior to the assessment date,
for $2,100,000. The time adjusted value of the subject property is
$2,007,600. The adjusted per square foot value range is $128.87 to
$196.15. The median adjusted per square foot value is $135.77 and the
mean adjusted value per square foot is $149.14




\ IBTR Decisions

SE Indiana Medical Holdings, Inc. v. Bartholomew Co. Assessor

The Respondent also compared the assessments of the four medical offices. The
assessment per square foot range from $102.45 to $162.26. The subject property was at
the low end at $102.45 per square foot which indicates, the Respondent contends, that the
subject property was under-assessed compared to similar properties. The median
assessment per square foot is $129.25 and the mean is $130.80.

On the Respondent’s reconciliation of values, he noted that the cost approach showed a
value of $1,596,000, but contends the value under that approach should be $1,608,800.
The income approach showed a value of $1,889,100 while the sales approach showed a
value of $2,007,600. The Respondent contended the income approach is the best approach
to value the subject property and requested a value of $1,889,100.




\ IBTR Decisions

SE Indiana Medical Holdings, Inc. v. Bartholomew Co. Assessor

The Petitioner simply argued that because the seven properties do not have
a 24% adjustment, then the subject property’s assessment is incorrect.

The Petitioner failed to make a prima facie case for reducing the
assessment. The Respondent failed to make a prima facie case for
increasing the assessment. The IBTR ordered no change to the assessment.
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e G & E Healthcare REIT v. Marion Co. Assessor

 https://www.in.gov/ibtr/files/G andE_-Healthcare REIT 49-600-11-1-4-
00453-16_etc.pdf

 The properties under appeal are multi-tenant general office and medical
office buildings located on the west side of Indianapolis.

 The properties are all owned by G & E Healthcare REIT.

 The Petitioner argued that the subject properties were over-assessed. In
support of this argument, the Petitioner presented four appraisals prepared
by a certified commercial appraiser.



https://www.in.gov/ibtr/files/GandE_-Healthcare_REIT_49-600-11-1-4-00453-16_etc.pdf

Y IBTR Decisions

e G & E Healthcare REIT v. Marion Co. Assessor

 The appraiser prepared the appraisals in conformance with the Uniform
Standards of Professional Appraisal Practice (USPAP) and estimated the
values as of March 1, 2011. He completed the appraisals in 2018; therefore,
he did not inspect the properties on or around the appraisals’ effective date.
For this reason, he made an extraordinary assumption, based on information

provided by the current ownership that the condition of the properties on
March 1, 2011, was average.




Y IBTR Decisions

G & E Healthcare REIT v. Marion Co. Assessor

The appraiser acknowledged, based upon the value of improvements and
renovations made from 2008 to 2012, the properties may have been in fair
condition in 2008. However, the improvements were likely made to maintain
the competitiveness of the properties, and not to make them “above
average.” If there had been a significant change in the condition of the
properties, there would have been a corresponding change in the amount of
rent collected.
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e G & E Healthcare REIT v. Marion Co. Assessor

 The properties transferred ownership to the Petitioner on July 11, 2008, in a
leased fee transaction. Each was part of a portfolio sale, with various values
allocated to each property. However, the appraiser concluded the amounts
allocated were likely based on factors other than market value, such as
Investment purposes, and ultimately the allocated amounts were not a true
representation of the properties’ market value-in-use.
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G & E Healthcare REIT v. Marion Co. Assessor

The appraiser developed the sales-comparison and income approaches to
value, and reconciled the two in his final conclusion of value. He considered
the cost approach, but he did not develop it because the age of the property
would have made depreciation very subjective. Further, because EHOP is
iIncome-producing, market participants would generally not rely on the cost
approach.




\' IBTR Decisions

e G & E Healthcare REIT v. Marion Co. Assessor

* In his sales-comparison approach, the appraiser selected comparable
commercial office properties within a five-mile radius. Because Indianapolis
was still in the midst of the recession that began in 2008, he had trouble
locating sales that were not affected by foreclosure or real estate owned
(REO) status. The appraiser concluded these types of sales reflected the
economic times of March 2011. Therefore, he used two REO sales, even
though the Marion County Assessor determined they were invalid for
trending, while asserting that both had been on the market for well over
1,000 days.




Y IBTR Decisions

G & E Healthcare REIT v. Marion Co. Assessor

The Indiana Tax Court has held and frequently cited again that an appraisal
performed in conformance with generally recognized appraisal principles is
often the preferred way to establish a prima facie case. Here, however, the
Respondent argued the appraisals are flawed for various reasons.
Specifically, the Respondent alleged the appraiser failed to consider the
2008 portfolio sales of the properties.

41




Y IBTR Decisions

G & E Healthcare REIT v. Marion Co. Assessor

The appraiser failed to conspicuously state his extraordinary assumption
regarding the condition of the properties, a USPAP violation according to the
Respondent, because that assumption might have affected the assignment
results. The appraiser was unaware of the scope of renovations made to the
properties between 2008 and 2012. And finally, the appraiser incorrectly
classified EHOP and EHBC as general office buildings rather than medical
office buildings.
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G & E Healthcare REIT v. Marion Co. Assessor

Generally, one weakness of a retrospective appraisal is that the appraiser
cannot turn back the clock and view the property exactly as it existed on the
valuation date in question.

The appraiser considered EHOP to be a general office building rather than a
medical office because it lacks features typically found in a medical office,
such as additional plumbing features and multiple chairs. And he considered
EHBC to be general office because the bulk of the tenants used it for general
office, as well as the lack of additional fixtures and chairs normally found in
a medical office building.
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G & E Healthcare REIT v. Marion Co. Assessor

The Respondent submitted three appraisals which expressly value the
leased fee interest of the properties as of May 20, 2008.

The Respondent’s appraisals were several years removed from the relevant
valuation dates.

The Respondent also presented other evidence attempting to support its
value, including evidence of the Petitioner’'s 2008 purchase of the properties
as part of a portfolio sale, and the Petitioner’s “book value’ of the properties.
For similar reasons, the Board founds that the evidence lacked probative
value.
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G & E Healthcare REIT v. Marion Co. Assessor

The sale at issue here was a portfolio sale, and the sale price of each
property was an allocation based on the entire portfolio. The record lacks any
indication about the basis for the allocations.

Whatever the case, there is no evidence that the allocation was based on the
market value-in-use of each property. For the sale to be probative, the
Respondent needed to prove what factors were considered in arriving at the
values, and that those factors represented the properties’ market value-in-
use.
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G & E Healthcare REIT v. Marion Co. Assessor

The Respondent’s evidence appears to reflect the investment value, not the
market value-in-use.

Consequently, for 2011, the Board found that the Petitioner’s appraisals,

while not perfect, were the most probative evidence on the record as to the
properties’ values.
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Y IBTR Decisions

 St. Joseph Regional Medical Center, Inc. sought an exemption for portions of
medical pavilions that it rented to physicians and other medical providers.

« The PTABOA issued Form 120 determinations finding that each parcel was
63% exempt and 37% taxable.

 St. Joseph is a not-for-profit corporation that, among other things, operated a
hospital on LaSalle Street during the times relevant to these appeals. The
subject parcels contained three medical pavilions.
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Y IBTR Decisions

 The hospital directly occupied and used approximately 63% of the pavilions.
St. Joseph rented the remaining 37% to doctors or other tenants who St.
Joseph did not employ. St. Joseph did not receive any of the tenants’ income,
and St Joseph charged what it thought was market rent.

 Tenant-doctors at the pavilions (1) were available for the hospital’s residents,
(2) “did some teaching” in conjunction with being tenants, and (3) “were
supportive of the emergency room staff if they were needed.”




\ IBTR Decisions

e St. Joseph claimed that the portions of the pavilions that it rented to doctors
and other tenants should also be exempt because those tenants supported
the hospital’'s exempt activities.

 Generally, non-profit hospitals maintained to “relieve the destitute and
deserving” are charitable.

 Other property owned by a non-profit hospital, however, “does not
automatically receive a charitable purpose exemption.”
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\ IBTR Decisions

« The mere fact that a licensed not-for-profit hospital owned property, even
property occupied by hospital-employed physicians, does not automatically
make that property exempt. Instead, the property must be either
“substantially related to or supportive of the in-patient facility of the
hospital,” or be used to provide certain defined types of charity care or
community benefits.

 For purposes of Ind. Code § 6-1.1-10-16(h), a hospital’s “inpatient facility” is
not the “entire hospital,” but only that part where “admitted patients are
provided overnight accommodations, meals and medical treatment.”



\ IBTR Decisions

 And to be substantially related to or supportive of a hospital’s inpatient
facility, a property must be associated, to a considerable degree, to a
hospital’s inpatient facility or provide considerable aid to, or promote to a
considerable degree, the interests of a hospital’s inpatient facility.

 St. Joseph offered little evidence to show how its tenants used the subject
parcels to support St. Joseph’s inpatient facility.



Y IBTR Decisions

The fact that the pavilions may have operated at a loss does nothing to
bolster the relationship between the pavilions’ leased offices and inpatient
part of St. Joseph’s hospital.

St. Joseph failed to make a prima facie case that the subject parcels were
“substantially related to or supportive of” its inpatient facility.




Y IBTR Decisions

 The Methodist Hospitals, Inc. v. Lake Co. PTABOA

* https://www.in.gov/ibtr/files/Methodist45-003-00002.pdf

« The Methodist Hospital in Lake County appealed to the Board that it should
be partially tax-exempt.
* |t housed a combination of hospital programs and private physicians.



https://www.in.gov/ibtr/files/Methodist45-003-00002.pdf

Y IBTR Decisions

 The Methodist Hospitals, Inc. v. Lake Co. PTABOA

* The Lake County PTABOA determined the land and improvements to be 100%
taxable for 2000.

 The Petitioner contended the land and improvements should be 60% tax
exempt for 2000. The grant of federal or state income tax exemption does
not entitle a taxpayer to property tax exemption because income tax
exemption does not depend so much on how property is used, but on how
money is spent.




A IBTR Decisions

 The Methodist Hospitals, Inc. v. Lake Co. PTABOA

 The transfer of this obligation to non-exempt properties should never be seen
as an inconsequential shift. Worthwhile activities or noble purpose alone is
not enough for tax exemption.



Y IBTR Decisions

The Methodist Hospitals, Inc. v. Lake Co. PTABOA

Petitioner provided testimony to say that these programs provided services
that were related to the hospital. However, the Petitioner did not provide
evidence or explain how this property and the programs conducted therein
are reasonably necessary to further the exempt purpose of the hospital. The
Petitioner failed to show that the ownership, use, and occupancy of the
subject property is reasonably necessary to further the exempt purpose of
the hospital.




Y IBTR Decisions

 The Methodist Hospitals, Inc. v. Lake Co. PTABOA

* A 7predominant use” test was adopted for determining whether property
qualifies for exemption under Ind. Code § 6-1.1-10.

* Although charitable giving might serve as evidence to support a claimed
charitable use of the facility, predominant use of the facility, not distribution
of income for charitable purposes is the test.




Y IBTR Decisions

 The Methodist Hospitals, Inc. v. Lake Co. PTABOA

 Pursuant to Ind. Code § 6-1.1-10-36.3, property is predominantly used or
occupied for one or more stated purposes if it is used or occupied for one or
more of those purposes during more than fifty percent (50%) of the time that
it is used or occupied in the year that ends on the assessment date of the

property. Property that is predominantly used or occupied for a non-exempt
purpose is not exempt from property taxes.



Y IBTR Decisions

 Parkview Memorial Hospital v. Allen Co. PTABOA

* https://www.in.gov/ibtr/files/Parkview02-072-95-2-8-00088.pdf

 Parkview Memorial Hospital, Inc. (Parkview) appealed to the IBTR after the
PTABOA denied Parkview’s charitable exemption applications.



https://www.in.gov/ibtr/files/Parkview02-072-95-2-8-00088.pdf

Y IBTR Decisions

 Parkview Memorial Hospital v. Allen Co. PTABOA

 The Petitioner contended that it qualifies for exemption under Ind. Code § 6-
1.1-10-16 for charitable purposes.

* The assessor contended the petitioner’s charitable acts were de minimis and
do not qualify the property for exemption.




Y IBTR Decisions

 Parkview Memorial Hospital v. Allen Co. PTABOA

* The real property under appeal consisted of units of a medical office building
located in Fort Wayne. The personal property consisted of office furniture
and equipment, and medical equipment. The PTABOA determined the real

and personal property to be 100% taxable.
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Y IBTR Decisions

 Parkview Memorial Hospital v. Allen Co. PTABOA

 The parent organization, Parkview Health System, Inc., is a not-for-profit
corporation, and was exempt from federal income tax under Section 501

(C)(3).




Y IBTR Decisions

Parkview Memorial Hospital v. Allen Co. PTABOA

The corporation required the doctors it employed to assist in the furtherance
of its charitable purpose by providing care to the indigent and being involved
iIn community-benefit oriented programs.

Approximately 8%-10% of the total physicians in PMG worked for them.



\' IBTR Decisions

 Parkview Memorial Hospital v. Allen Co. PTABOA

 Taxpayer Arguments: While the taxpayer acknowledged that the dollar amounts
for indigent care were extremely small in relation to total revenue, the Petitioner
stressed that PMG physicians must take indigent patients. The Petitioner
contended that the statute does not indicate a percentage of indigent care
standard that must be met in order to obtain an exemption from property taxes.
Therefore, the percentage of indigent care was immaterial. The Petitioner
suggested that the lack of a standard may be by design, and that the proper
focus is whether the activities of the physicians further the exempt purpose of
the hospital. Since the physicians had to take indigent patients, the Petitioner
concluded that it furthered the hospital’s exempt purpose.




Y IBTR Decisions

 Parkview Memorial Hospital v. Allen Co. PTABOA

 The Assessor characterized the Petitioner’s level of indigent care, as well as
its level of community related benefits activities, as “de minimis”, and
contended there must be a minimum standard in indigent care given by a
petitioner to obtain an exemption.




Y IBTR Decisions

Parkview Memorial Hospital v. Allen Co. PTABOA

In order to be exempt in whole or in part from property taxation, Petitioner
must meet one or more of the following three standards or tests:
(a) The “predominant use” standard as set forth in Ind. Code § 6-1.1-10-

36.3
(b) The “substantial relation” test set forth in Ind. Code § 6-1.1-10-16(h)

(c) The “charity care” or “community benefit” obligation as set forth in Ind.

Code § 6-1.1-10-16(h).
The latter two tests are directly applicable to the subject property.
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Y IBTR Decisions

Parkview Memorial Hospital v. Allen Co. PTABOA

The Petitioner presented no evidence indicating that the predominate use of
the property is providing indigent care or community benefits.

The physicians offices were not reasonably necessary to further the exempt

purpose of Parkview Health System, Inc.

The amount of charitable and community service conferred upon the public

by the Petitioner was insufficient to justify tax exempt status.
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Y IBTR Decisions

 Parkview Memorial Hospital v. Allen Co. PTABOA

 The property did not qualify for exemption pursuant to Ind. Code § 6-1.1- 10-
16. PMG provided at best a minimal amount of charity care and community
benefits. The property in question was not predominately used, nor was it
reasonably necessary, for the exempt purpose of Parkview Health System,
Inc. The property was 100% taxable.




% Indiana Tax Court Decisions

e St. Mary’s Building Corporation v. Warrick County Assessor -Indiana Tax
Court (2019)

* Thisis a key case in Indiana law and assessing officials should read it
carefully.

 Init, the Tax Court held that the Corporation, a holding company for property,

did not prove that it should receive a charitable or religious exemption from
property tax.
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¥ Indiana Tax Court Decisions

St. Mary’s Building Corporation v. Warrick County Assessor -Indiana Tax
Court (2019)

For the 2014 and 2015 tax years, the Building Corporation sought
exemptions for real property consisting of the building and two parcels, and
the Hospital, the Medical Group, and the Breast Center sought exemption for
personal property. The Warrick County Property Tax Assessment Board of
Appeals found the property 100% taxable for both years, and this appeal
followed.




% Indiana Tax Court Decisions

e St. Mary’s Building Corporation v. Warrick County Assessor -Indiana Tax
Court (2019)

 The Building Corporation was an Indiana nonprofit corporation. It held the
deeds to the parcels on appeal, which included a medical building known as
St. Mary’s Epworth Crossing (“Epworth Crossing”).
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¥ Indiana Tax Court Decisions

St. Mary’s Building Corporation v. Warrick County Assessor -Indiana Tax
Court (2019)

The Building Corporation sought a charitable and religious exemption for
Epworth Crossing. The Building Corporation also sought exemptions on the
same grounds for personal property located at Epworth Crossing and owned
by the Hospital, the Medical Group, and the Breast Center.

The Building Corporation sought an exemption for 82% of the property, which
is the proportion of the facility leased to the Breast Center, the Medical
Group, and the Hospital.




¥ Indiana Tax Court Decisions

St. Mary’s Building Corporation v. Warrick County Assessor -Indiana Tax
Court (2019)

A critical issue in this case was the factual relationship between the
operations at Epworth Crossing and the Hospital’s inpatient facility. The
Building Corporation claimed that all of the space for which it sought an
exemption was owned and operated by the Hospital as departments of the
inpatient hospital or as separate, wholly owned not-for-profit 501(c)(3)
entities that were departments of the inpatient facility.



Y Indiana Tax Court Decisions

St. Mary’s Building Corporation v. Warrick County Assessor -Indiana Tax
Court (2019)

Exemptions, under Indiana law, are highly fact-sensitive. The body of law
developed by the Tax Court has expressly declined to adopt bright-line tests
or other abbreviated inquiries in determining eligibility for an exemption.

The Tax Court cautioned that neither the language of one case nor an
apparent trend from several cases should be construed as a per se rule that
an applicant for exemption is automatically considered exempt by the mere
character of its deeds. Thus, every exemption case stands on its own facts.




Y Indiana Tax Court Decisions

St. Mary’s Building Corporation v. Warrick County Assessor -Indiana Tax
Court (2019)

Pursuant to statute, exemptions are subject to the predominant use test. I.C.

§ 6-1.1-10-36.3(c). The statute ensures that an exemption is only granted to

property that is used or occupied in connection with a trade or business that

IS not substantially related to the exercise or performance of one (1) or more

of the stated [exempt] purposes.

For each assessment year, the exemption is based on the use of the property
during the year that ends on the assessment date of the property.



Y Indiana Tax Court Decisions

e St. Mary’s Building Corporation v. Warrick County Assessor -Indiana Tax
Court (2019)

 Ataxpayer must demonstrate that its property was owned, occupied, and
predominately used for an exempt purpose during the relevant tax year
Furthermore, the Petitioner must prove that the building is predominately
used for exempt purposes more than 50% of the time.

* An exemption case stands on its own facts and, ultimately, how the parties
present those facts.
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% Indiana Tax Court Decisions

e St. Mary’s Building Corporation v. Warrick County Assessor -Indiana Tax
Court (2019)

e Underl.C. § 6-1.1-10-16(h), property owned by an exempt hospital does not
automatically receive a charitable purposes exemption.

 Rather, the charitable purposes exemption does not apply to other property
owned by a hospital that is not substantially related to or supportive of its
inpatient facility.
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Y Indiana Tax Court Decisions

e St. Mary’s Building Corporation v. Warrick County Assessor -Indiana Tax
Court (2019)

« Underl.C. 6-1.1-10-36.3, the predominant use test focuses on the amount of

time that property was used for exempt purposes in relation to its total
usage.

* However, the definitions of charity care and community benefits, as
referenced in the other property exceptions, are based on the property
owner’s charitable expenditures as measured in unreimbursed cost.




% Indiana Tax Court Decisions

e St. Mary’s Building Corporation v. Warrick County Assessor -Indiana Tax
Court (2019)

 The Building Corporation did not provide a time-usage study for the portions
of Epworth Crossing for which it sought an exemption. Consequently, a failure
to provide a comparison of the relative amounts of time that a property was
used for exempt and non-exempt purposes is fatal to an exemption claim.
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% Indiana Tax Court Decisions

e St. Mary’s Building Corporation v. Warrick County Assessor -Indiana Tax
Court (2019)

* The Tax Court held that the Building Corporation failed to show that Epworth
Crossing had a charitable use sufficient for an exemption independent of its

status as hospital-owned property and that it did not meet the standard for a
religious exemption.



Questions?




Medical Facilities

 Barry Wood
* Assessment Division Director
 Telephone: 317-232-3762
 Email: bwood@dIgf.in.gov
* Website: www.in.gov/dlIgf
 “Contact Us” https://www.in.gov/dlgf/contact-us/
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