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Indiana supreme Court Clarifies eligibility  
for Charitable and Religious Tax exemption
By Karen arland, Ice Miller LLP

Karen.arland@icemiller.com 

On december 15, 2010, the Indiana supreme Court in Hamilton 
County Property Tax Assessment Board of Appeals v. Oaken Bucket 
Partners, LLC., 938 n.e.2d 654 (Ind. 2010) (“Oaken Bucket”), 
clarified what factors are to be considered in determining whether 
real property is exempt from taxation.

Oaken Bucket Partners is a for-profit limited liability company that 
owns a multi-unit office building in Hamilton County. since 2001, 
Oaken Bucket Partners has leased a portion of the office building to 
Heartland Church, Inc., charging the church “below-market” rates. 
Oaken Bucket Partners leased the remaining space in the building to 
two other for-profit entities.  

In 2004, Oaken Bucket Partners filed an exemption application with 
the Hamilton County Property Tax assessment Board of appeals 
(“PTBOa”), seeking an exemption from property  taxes for charitable 
and religious purposes for the portion of the building that was leased 
to the church. The PTBOa denied the exemption and Oaken Bucket 
Partners sought review of the denial from the Indiana Board of Tax 
Review (“state Board”).  The state Board conducted a hearing in 
July of 2006.

at the hearing, Oaken Bucket Partners presented evidence 
concerning Heartland’s status as a non-denominational church, 
and Heartland’s lack of financial resources to purchase or otherwise 
provide facilities comparable to the space leased to it by Oaken 
Bucket Partners. according to Oaken Bucket Partners, leasing the 
space at below-market rates facilitated the expansion of Heartland’s 
ministry. The County Board disagreed with the characterization of 
the lease rental as “below-market rates,” providing evidence that the 
fair market value for comparable property in the area was at or just 
slightly above the rent charged to Heartland.

The state Board issued a final determination affirming the PTBOa’s 
denial, noting that the lease with Heartland was a standard business 
arrangement and that Oaken Bucket Partners had not provided 
any real evidence that the property was owned or used for anything 
other than investment purposes. Oaken Bucket then filed an appeal 
with the Indiana Tax Court, which reversed the final determination 
of the state Board after a hearing, finding that the state Board had 
insufficient evidence to make its determination. Hamilton County 
and its PTBOa appealed and the Indiana supreme Court agreed to 
review the decision of the Tax Court.

The supreme Court noted that “all tangible property is subject to 
taxation,” but noted that the Indiana Constitution provides that 
the General assembly may exempt certain categories of property 
from taxation. The Court cited IC 6-1.1-10-16(a) as the basis for 
an exemption for property “owned, occupied and used… for … 
religious or charitable purposes. The supreme Court reiterated the 
doctrine that an exemption from taxation is to be strictly construed 
against the taxpayer because the exemption “releases the property 
from the obligation of bearing its share of the cost of government” 
and changes what would otherwise be an equal distribution of the 
“common burden of government upon all property.” according to the 
Court, the predominant and primary use of the property is controlling 
as to whether property qualifies for an exemption.

Oaken Bucket Partners argued that the portion of its property 
leased to Heartland qualified for an exemption for charitable and 
religious purposes because the property was “owned, occupied and 
used” for those purposes. The PTBOa, while not disputing that the 
occupancy of the space was for a religious purpose, maintained that 
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Oaken Bucket Partners’ ownership and use of the property were the 
same as any other landlord. The supreme Court stated that all three 
elements must be met in order to qualify for an exemption, but noted 
that unity of all three elements in a single entity was not required. 
when such unity is lacking, however, both entities must demonstrate 
that each possesses its own exempt purposes.

Oaken Bucket Partners argued that because it leased the property to 
Heartland at below-market rates that demonstrated Oaken Bucket’s 
own charitable purpose. The supreme Court noted that “that fact 
alone would have little bearing on the question of whether Oaken 
Bucket possessed its own exempt purposes.”  It might be some 
indication, but more is required.  

[w]hen the owner leases his land to the public for a public use, 
or to a quasi public body for a charitable or religious use, and 
applies the rents derived from the land to his own personal 
advantage, he contributes nothing to the public or to charity, 
he loses nothing by the use, he is not a benefactor to any one, 
but he stands before the law in exactly the same light as any 

one else who leases his land for any other purpose, and uses 
the rents for his own advantage, and therefore he is not entitled 
to any special consideration at the hands of the law or the 
government, and his property is not exempt. 

Oaken Bucket, at 659, citing State ex rel. Hammer v. MacGurn, 
86 s.w. 138, 139 (Mo. 1905).  The supreme Court reversed the 
decision of the Tax Court, finding that Oaken Bucket Partners failed to 
demonstrate its own exempt purpose.

In reaction to this decision, the department of Local Government 
Finance (“dLGF”) issued a memorandum to county assessors, county 
auditors and county boards of property tax appeals, to provide 
guidance in the implementation of the decision. The memorandum 
can be found at the dLGF’s website: www.in.gov/dlgf.  

Ice Miller LLP serves as general counsel to the association of Indiana 
Counties.  For more information about this decision, please contact Karen 
arland at Karen.arland@icemiller.com.
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