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January 30, 2008
To:

Members, Wisconsin Senate

From: John Sauer, Executive Director
Tom Ramsey, Director of Government relations
Subject: Senate Bill 403-- A “Rent-Use” Fix Requested for All Non-Profit Residential Housing
Providers
The Wisconsin Association of Homes and Services for the Aging (WAHSA) represents not-forprofit long-term care providers throughout the State who own, operate and/or sponsor nursing
homes, assisted living facilities and HUD Section 202 Supportive Housing for the Elderly
apartment complexes and offer over 300 community service programs ranging from Alzheimer’s
support, child and adult day care, home care and hospice to Meals on Wheels. WAHSA members
employ over 38,000 individuals who provide compassionate care and service to over 45,000 elderly
and persons with a disability in Wisconsin.
Senate Bill 403 is of particular concern to the over 8,000 tenants of the 92 senior housing apartment
complexes WAHSA members operate. Their concerns are NOT with what SB 403 does: the bill
clarifies and ensures that low-income housing remains exempt from property taxes. The concerns of
those 8,000+ senior housing tenants, whose average age is 83.6 years old, are what SB 403 does not
do.
Current law, under s. 70.11, Wis. Stats., prohibits tax-exempt property owners who lease a part of
their property from using any of the leasehold income generated by that property for any purpose
other than maintenance and/or construction debt retirement. This is referred to as the “rent use”
leasehold income restriction. SB 403 would exempt low-income housing providers, and only lowincome housing providers, from these “rent use” restrictions, allowing those providers to utilize
their leasehold income to cover a variety of project costs other than maintenance and/or
construction debt retirement. The remaining Columbus Park residential housing providers would
not be afforded that opportunity under SB 403; they would continue to be prohibited from using
leasehold income for any purpose other than maintenance and/or construction debt retirement.
Included in that grouping are benevolent nursing homes, community-based residential facilities
(CBRF), residential care apartment complexes (RCAC), adult family homes (AFH), “housing for
older persons” affiliated with a not-for-profit nursing home, CBRF and/or RCAC, domestic abuse
shelters, shelters for the homeless, transitional housing facilities, residential facilities for the
treatment and housing of AODA clients, and residential housing for persons with permanent
disabilities. While WAHSA members believe low-income housing providers deserve the SB 403
exemption from the Chapter 70 “rent use” restrictions, they also believe all residential housing
providers deserve that same exemption.

WAHSA members, therefore, urge the members of the Senate to support an amendment to
SB 403 being offered by Senator Mary Lazich which would maintain the SB 403 provisions
exempting low-income housing providers from property taxation but would eliminate the
“rent use” restrictions on all residential housing providers, including low-income housing
providers. Passage of this amendment would permit all residential housing providers to use
the leasehold income they generate for purposes other than maintenance and/or construction
debt retirement. The amendment only would address the “rent use” restrictions on residential
housing providers; it would not alter the benevolence standards they must meet to remain
exempt from property taxes.
It would be inaccurate for WAHSA members to state that if SB 403 were to pass in its current form,
all other residential housing providers other than low-income housing providers would lose their
tax-exempt status. However, as noted in the attached December 2007 In Business: Madison article,
“The War to Remain Tax Exempt,” some local assessors are challenging the tax-exempt status of
some residential housing providers on the basis of how they expend their leasehold income. That is
why SB 403 was introduced: to protect low-income housing providers from such scrutiny. If SB
403 in its current form were to pass, low-income housing providers would be spared further
uncertainty in this area. But what about the other residential housing providers? If a local assessor is
willing to challenge the tax-exempt status of a residential housing provider based on their use of
leasehold income without the passage of any intervening legislation, as we are seeing today, why
would that assessor refrain from assessing that property for property taxes if SB 403 were to pass?
Indeed, wouldn’t an assessor be expected to make the argument that the Legislature has determined
only low-income housing providers warrant the exemption from the “rent use” restrictions and all
other residential housing providers must adhere to those restrictions or face an assessment for
property taxes? That, obviously, is the concern of the “other” residential housing providers and the
reason we support Senator Lazich’s amendment.
Question: Do you believe it is appropriate for long-term care organizations to use some of the
leasehold income generated by their senior housing tenants to offset the MA losses of their
campus nursing home? Many organizations do just that; if SB 403 were to pass in its current form
and assessors were to begin to strictly enforce the “rent use” restrictions, this practice either would
be eliminated or the organization would face the loss of its property tax exemption. If this practice
were to be eliminated, how many nursing homes might be forced to close and how might nursing
home access be affected? If these organizations were to lose their tax-exempt status, how many
tenants would suddenly become eligible for the Homestead tax credit and what impact would that
have on the state budget?
Many long-term care organizations use a portion of the leasehold income generated by their senior
housing tenants to establish a “benevolence fund” to ensure that tenants who run out of funds in
their apartments or in the campus assisted living facility are not forced to leave (in fact, IRS
Revenue Rulings prohibit s. 501 (c)(3) “homes for the aged” from discharging tenants who run out
of funds unless the financial viability of the organization is threatened by this prohibition). If SB
403 were to pass in its current form, this practice also would be jeopardized. Is that the route we
wish to take?
Please accept the compromise offered by Senator Lazich which would benefit both low-income
housing providers as well as all other residential housing providers.
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