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TAX EXEMPTIONS FOR BENEVOLENT AND CHARITABLE INSTITUTIONS

REFERENCE: 36 M.R.S. § 652(1), paragraphs A, B@nd
July 14, 2016; replaces August 1, 1980 revision

Maine law, under 36 M.R.S. § 652, provides proptakyexemptions for certain property of instituscand
organizations. The parameters of the exemptiore Hakgely been shaped by case law. This bulletin
explains the exemption for institutions incorpodatey the State of Maine for benevolent and chdetab
purposes and is designed to assist the local assesdetermining the exempt status of property of
benevolent and charitable institutions.

The statute addresses several key requiremenexéonption qualification. To qualify for the propetax

exemption a benevolent and charitable institutiarstnsatisfy the legal tests of ownership, occupamayse,
and Maine incorporation.

1. Legal tests for qualification.

A. Ownership. An institution must own the propeidy which it requests an exemption. Ownership
of the property by the institution is essentiatie exemption and such ownership must be exclysivel
charitable. A property deed will show ownership.

B. Occupancy or use. Generally, property ownedth®y institution must be occupied by the
institution or used solely for its own purposes.

(1) Occupancy. The word occupancy is used inatsinal sense to mean an actual occupation;
the institution must possess and hold the prope@gcupancy is not synonymous with used or
appropriated. Qualifying occupation that entitlg® institution to an exemption requires
possession or holding of that property for the ithble purposes for which the institution is
incorporated. Ownership of the property must becaorent with occupancy for an institution to
qualify for a property tax exemption. Case lawigates that the courts will consider the extent
of the use and the nature of the occupation. Besseof a building with a plan and purpose for
future benevolent and charitable use may not biecmrit to qualify for the exemption.

a. Property leased to a benevolent and charitaidétution. An exception to the
occupancy or use requirement exists. A benevdedt charitable institution that owns
property and leases that property to another exensgitution under 36 M.R.S. 8§ 652 is
eligible for an exemption. If there is an existiegse, the agreement will show occupancy
by a qualifying institution. The institution is nentitled to the exemption with respect to
property owned by it, but not occupied by it, uslexcupancy is by another qualifying
benevolent and charitable institution.



b.  Property temporarily rented. If a benevolerd aharitable institution rents space to
an entity that is not a benevolent and charitabkgitution, but the rental is temporary,
occasional and doesn’t interfere with the operatinod use of that space by the owner, the
exemption is not void.

(2) Use. The exemption for benevolent and chdsetafstitutions has been construed by the
courts as applying only to property used for thgopae for which the institution was created. All
profits of the institution must be used exclusivédy the purposes for which it is organized.
Property held by the institution must be dedicatethe public, instead of private advantage or
gain, and must be devoted to public use. An exmepo the use rule exists in the situation
where an institution occasionally uses a partoprbperty for purposes other than that for which
it was incorporatedCity of Lewiston v. All Maine Fair Association, 21 A.2d 625.

C. Incorporated by the State of Maine. 36 M.R.858(1)(A) requires a benevolent and charitable
institution be “incorporated by this State” to bkgible for an exemption. The Maine Nonprofit
Corporation Act, 13-B M.R.S., provides the vehildeorganizing, registering and filing the Article$
Incorporation with the Secretary of State. Aniinsibn requesting exemption from property tax cbul
possibly be organized and receive its charter @untsto the Maine Business Corporation Act, 13-C
M.R.S or by special act of the Legislature. Orgary as a for-profit business, however, ordinarily
means that an institution is not “organized anddcated exclusively for benevolent and charitable
purposes.” Failure to incorporate in this statehgrits exemption from the property tax.

D. Profit. Directors, trustees, officers, and eoygles of a benevolent and charitable institutiostmu
not receive a portion of the institution’s prof@6 M.R.S. 8 652(1)(C)(2).

E. Report filed with assessor. An entity claimiag exemption for benevolent and charitable
institutions must file, on request, a report datgithe institution’s preceding fiscal year. A gauf the
financial statement of the institution requestimgraption will normally satisfy this requirement.

2. Maine case law. The following summaries relaieMaine Supreme Court cases pertaining to
exemptions based upon the provisions of the berav@nd charitable institution exemption. The sase
cited are included to assist the local assessoraking a decision to grant exempt status to prgdeased
upon benevolent and charitable reasons.

A. Francis Small Heritage Trust v. Limington (2028 A.3d 1012.

(1) The plaintiff land trust is organized and cocigia exclusively for benevolent and charitable
purposes. It operates its “properties in the mamfea state park” and, therefore provides a
benefit to the public that would otherwise be utaleen by the government.

(2) The Farm and Open Space Tax law and the begr@vahd charitable exemption are not
mutually exclusive. There is some overlap betwibertwo benefits and neither preempts the use
of the other.

B. Cushing Nature and Preservation Center v. Cag?i601) 785 A.2d 342.

(1) The plaintiff did not allow clamming on its grerty, which the lower court declared a
disqualification for the charitable exemption. T&apreme Court ruled that, when the use of



property is charitable, “the owner need not allolvpablic uses in order to qualify for an
exemption.”

C. Salvation Army v. Standish (1998) 709 A.2d 727.

(1) Salvation Army qualified as benevolent and thbate organization entitled to exemption
even though its purpose and mission was religious.

(2) Allowing Salvation Army officers to use buildjs at summer camp for inexpensive
vacation lodging constituted nothing more than cengations for the services the officers had
performed on behalf of the charitable organization.

D. Lewiston v. Marcotte Congregate Housing (19983 8.2d 209.

(1) A benevolent and charitable exemption applieéy do property which is owned and
occupied or used by the organizatiosolely for its own purposes. Ownership by an organiratio
with a charitable purpose alone without occuparrayse is not enough to claim exemption.

(2) Portion of building owned by nonprofit corpacat which was leased to private physicians
and residents paying full market rental value reedé¢he entire property subject to taxation.

E. Episcopal Camp Foundation v. Hope (1995) 66&81A08.

(1) Purpose of church camp was benevolent andtab&ej thus church camp was exempt from
real property taxes.

F. Pentecostal Assembly of Bangor v. Maidlow (198D4 A.2d 891.

(1) Independent local church organized as a cotiporan 1950 pursuant to the provisions of
Chapter 53, Revised Statutes 1944.

(2) Plaintiff contended that the property (realpgll be exempt as “real estate owned and
occupied or used solely by a benevolent and clwitanstitution” within the meaning of 36
M.R.S. 8§ 652(1)(A).

(3) Even if some activities of the Pentecostal A"sgy may be properly classified as
benevolent and charitable, it does not meet theiton for exemption prescribed by the quoted
subsection,

“Any corporation claiming exemption under paragraplisection 652) shall be organized
and conducted exclusively for benevolent and chllet purposes.”

(4) The Pentecostal Assembly was organized as aclthim 1950 and is still conducted
primarily as a church.

(5) Itis well settled that for purposes of exeraptirom property taxation, religious purposes
are not to be equated with benevolent and chagifaintposes.



G.

Nature Conservancy of Pine Tree State v. Br{di®¥8) 385 A.2d 309.

(1) Property used solely for a charitable instdno% own purposes where the grantors attempt
to reserve private rights of use without the accanyng burden of paying property taxes has the
effect of denying the exemption. The grantor(symat retain any private privilege or benefit in
terms of use; otherwise the exempt status is dedeat

(2) Charitable institution was subject to grantavate entity’s custodial control of the use of
donated premises, notwithstanding that such contraé to be harmonious with charitable
institution purpose, was inconsistent with the &soe$e” condition for tax exemption.

(3) Land held in its natural state does not becdexe exempt by transfer to a charitable
institution where the grantor retains the rightat¢oess, passage or custodianship.

Maine Medical Center v. Lucci (1974) 317 A.2d 1.

(1) The use of property must be reasonable to ta@mpurpose for which a benevolent and
charitable institution is incorporated and the netoriented toward pecuniary profit but, rather,
toward providing necessary services and facilindspermit exemption from taxation.

(2) The fact that the medical center charged aetarof parking fees to staff, employees,
patients and patients’ visitors did not defeat t8gio tax exemption where dominant purpose of
parking lot and garage was eleemosynary (relatirdguoted to charity or alms).

Holbrook Island Sanctuary v. Brooksville (19684 A.2d 660.

(1) In the above case, the court held that “berestdl relating to benevolent and charitable
institutions, is synonymous with “charitable” anefides and limits the nature of charity
intended.

(2) The motive of donor who gave the property te thtended benevolent and charitable
institution was not material in determining whetkies property was tax exempt.

Green Acre Baha'i Institute v. Eliot (1963) 182d 564.

(1) Missionary societies possess the attributedbefevolent and charitable institutions for
property tax exemptions.

(2) Exemption of property of benevolent and chaféainstitutions from taxation is not
defeated by the fact that use of property by aitdide institution for its own purposes is
seasonal.

Green Acre Baha'i Institute v. Eliot (1954) 1A®d 581.

The court established a four-part test to deteemememption eligibility. A benevolent and

charitable institution:

(1) Must be organized and conduct operations pucelypenevolent and charitable purposes in
good faith;



(2) Must not have a profit motive;
(3) Must not have pretense to avoid taxation;

(4) May generate revenue only incidental to itsdwetent and charitable purpose.

Osteopathic Hospital of Maine v. Portland (1928)A.2d 641.

(1) The actual appropriation of property of benewbland charitable institutions for purposes
for which institution was incorporated, and not laygical use on exact date of assessment,
controls in determining whether property is exefngin taxation.

Calais Hospital v. Calais (1942) 24 A.2d 489.

(1) The hospital, a charitable institution, peretttthe use of a room in the hospital by the
treasurer and manager as his headquarters in doomedth service to the institution, and in

addition to carrying on private medical practica diot interfere with the general use and
occupation of the building — so as to exclude rdosm exemption from taxation where use of
room was for mutual convenience of hospital andspign.

Camp Emoh Associates v. Lyman (1933) 166 A. 59.

(1) A benevolent and charitable corporation undher laws of this state, whose members are
nonresidents and whose clerk is the only officerdiag in this state, is not thereby deprived of
the right of exemption.

(2) Property of a benevolent and charitable instituis exempt from taxation when occupied
or used for its own purposes.

(3) Immunity of property of benevolent and charénstitution from taxation depends on
such exclusive occupation as contributes immediatepromotion of benevolence and charity.

(4) Property of a benevolent and charitable intituneed not be in actual use on day of
assessment to be exempt from taxation.

Proof of entitlement for property tax exemption.

The statute is vague on what constitutes pro@ntitlement for property tax exemption for benewole
and charitable institutions. The attached “Apglma for Exemption from Local Taxation” is a sample
document that an assessor may use or adapt to grawé on record that a benevolent and charitable
organization has been granted a property tax exemfir the purposes stated. Each application Ishioe
reviewed annually.

A local assessor may also require copies of thigyEnArticles of Incorporation, property deed,dan
bylaws along with an exemption application.



NOTE: This bulletin is intended solely as advioeasssist persons in determining, exercising or dpimg with their legal rights, duties or
privileges. If further information is needed, cacttthe Property Tax Division of Maine Revenue e

MAINE REVENUE SERVICES
PROPERTY TAX DIVISION
PO BOX 9106
AUGUSTA, MAINE 04332-9106
TEL: (207) 624-5600

The Department of Administrative and Financial Sss does not discriminate on the basis of didghiliadmission to, access to, or operation
of its programs, services or activities. This matecan be made available in alternate formatsdntacting the Department's ADA Coordinator
at (207) 624-8288(voice) or VITTY: 7-1-1.

(Published under Appropriation No. 1037.1)
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APPLICATION FOR EXEMPTION FROM LOCAL TAXATION
Property of Institutions and Organizations
Pursuant to 36 M.R.S. § 652

Attach copies of Articles of Incorporation, bylaassd property deed if not on file with the assessor.

To the assessor(s) of , Maine.

Pursuant to 36 M.R.S. 8§ 652, the undersignedestg exemption from the property tax for the below
described real estate/personal property.

Institution or organization

NAME:

ADDRESS:

Location of real estate or personal property.
MAP: LOT:

The real estate and personal property is owsmmlpied or used solely for the following purposes:

Person filing application.

NAME: TITLE:
SIGNATURE: DATE:
TELEPHONE: EMAIL:




Check List for Assessor
Property of Institutions and Organizations

Pursuant to 36 M.R.S. § 652

Incorporated by State of Maine

(Attach copy of incorporation as filed with state)

Property owned by this organization

(Attach copy of deed)

Property occupied by this organization

or other exempt organization

(Attach copy of lease agreement)

Property used for incorporated purposes

(Attach copy of bylaws)

Financial report for preceding year

(Attach copy of financial report)



