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Argued January 15, 2013 - Decided September 25, 2013
ALBIN, J., writing for 2 unanimous Court.

The tssue in this appeal is whether plaintiff s residences for individuals with psychiatric disabilities. in
which they live and receive supportive counseling. are actualiy used for charitable purposes consonant with NLL.S A
54:4-3.6. entitiing the property t tax-exempt status,

Plaintiff Advance Housing is 2 501(c)(3} corparation and therefore exempt from federal income tax. It
receives approximately seventy-five percent of its funding from the New Jersey Department of Health and Senior
Services (DMES). fifteen percent from the United Stazes Department of Housing and Urban Development (HUD),
and the balance from clients” rents. Medicaid reimbursements, and private donations. Advance Housing offers “a
supportive housing program to help people with psyvehiatric disabilities transition to independent living in the
community.” To that end, it provides not only housing. but also mental-heatth. occupational-placement, and life-
management suppart services 1o low- and moderate-income individuals suffering from mental iliness. Advance
Housing's residents come from places such as homeless sheiters, transitional housing facilities, and hospitals that
provide services to mentally il individuals. Without this assistance, these individuals would be unabie o live
independently. The “supportive housing model” combines “affordable, lease-based housing” with “comprehensive
{and} flexible services.” Advance Housing receives fair market value for its rental units as determined by HUD.
However. residents living in Advance Housing’s units pay only thirty percent of their adjusted income as rent. The
batance comes from various rental-assistance programs run by HUD.

Drefendants, nine Bergen County municipalities, denied Advance Housing property tax exemptions for
charitable purposes under N.L.S.A. 34:4-3.6. Thirty-three of Advance Housing’s clients Hve and receive services in
fourteen residences it owns in the defendant municipalities. The remaining “sixty-three or sixty-four” clients
recesve services from Advance Housing in other residences not under its control. The Tax Court denied Advance
Fousing’s appeal. The court concluded that the “housing compenent” in Advance Housing’s program was “not
integrated with the counseling and support services.” According to the court, Advance Housing was running
“essentially a subsidized housing program for clients who happen to be eligible for [its] supportive and counseling
services.” In denying relief, the court expressed that “some institutional aspect to the housing program” is necessary

for a tax exemption under N.1.S A, 54:4-3.6.

The Appellate Division reversed and remanded for a judgment granting Advance Housing the charitable
property tax exemption. Advance Housing. Inc. v, Twp. of Teaneck. 422 N.1. Super. 317 {App. Div. 2011}, The
Appeltate Division determined that Advance Housing had fully integrated its housing and support services and
satisfied the test set forth in Presbvterian Homes of the Synod of N.J. v. Division of Tax Appeals, 55 NI 2758
(1970). More specifically, it found that Advance Housing is organized for a charitable purpose, Operatss on a non-
profit basis. and uses its property “actually and exclusively™ for its charitable activities.

Eight municipalities filed petitions for certification, which the Court granied. 209 N.L 100 (2012).

HELD: Advance Housing has established that it is a not-for-profit corporation, organized exclasively for 2
charitable purpose, and that the properties for which it seeks tax exemptions are actually used for the charitable
purpose of providing supportive housing for the mentally disabled, entitling them to tax-exempt status under
NJ.S.A, 54:4.5.6.

1. Real property owned by a non-profit, charitable organization, which is used exclusively for charitable purposes —
“as defined by law” — is specificaily exempted from taxation under the New Jersey Constitution. N.J. Const, art.
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VIIL § 1, 2. The “law” governing property tax exemptions is contamed in N.J.S. A, 54:4-3.6. In this case. the
primary issus 1s whether the residences in which Advance Housing's clients live and receive supportive counseling
are used for charitable purposes and are therefore entitled 1o an exemption under NJ.S AL 54:4-3.6. To establisk its
right to a property tax exemption. Advance Housing must show that: (1) it is organized exclusively for a charitable
purpose: (2) its property is actually used for such a charitable purpose: and (3) its use and operation of the property
ts not for profit. The Court applied this test in Presbvierian Homes, supra. and Paper Mill Playvhouse v, Millbum
Twp.. 93 N.J. 503 (19843, These two cases set reasonable standards. not an insurmoumabie hurdle, for a non-profit
company obtaining a property tax exemption when property s actually used for a charitable purpose, (pp. 22-29;}

2. While the issue before the Court is one of first impression. several Tax Court decisions provide guidance,

The case most similar to this case is Community Access Unlimited. Inc. v City of Elizabeth. 71 N Tax 604 (Tax
2003). There, pursuant o N.JL.S.A. 54:4-3.6, the Tax Court granted & charitable property tax exemption to a non-
profit, 50 1{c)}3) corporation, Community Access. that provided housing and services to individuals with menal
disabitities. Community Access’s stated goal ~ similar to Advance Housing’s -- 1s to provide people with menial
disabilities “the opportunity to live independently and tc lead normal and productive lives as citizens integrated into
the general community.” Similarly, in Salt & Licht Co. v. Mount Holiy Twp.. 13 NJ. Tax 274 {Tax 1995)_ the Tax
Court granied a tax exemption for properties “used for the charitable purpose of providing temporary housing and
counseiing services 1o the homeless.” In both cases. the Tax Court determined thar properties were used for
charitable purposes. justifying tax exemprions under N_J1.S A, 54:4-3.6. when housing and services were providad to
individuals whe had mental disabilities or who were homeless. (pp. 29-323

3. From these and other cases cetfain principles can be distilled in guiding courts in making the fact-specific
determination whether a non-profit corporation, organized for a charitable purpose, is “actually” using property for a
charitable purpose: (1) the charitable work done by the private entity will spare the government an expense that
ultimately it must bear; (2) the private entity must not be engaged In a seeming commercial enterprise; (3) the
property must be used in a manner to further the charitable purpose; (4) the receipt of government subsidies or funds
i not contraindicative of a charitable purpose: (5 financial support and recognition by the State of & private entify’s
charitable work may be indicative that its property is used for a charitable purpose; and (6) the private entity in
carrying out its charitable mission through the use of its property is addressing “an important and legitimate
governmental concern.” The Tax Court has recognized that the provision of both housing and substantial supportive
services that foster the prospect of independent and productive living in the community for the mentalty disabled
and the homeless meets the standard for a propertv tax exemption under NS A 54:4-3.6, (pp. 32-33)

4. Advance Housing “actually” uses its residences for the charitabic purpose set forth in its certificate of
incorporation: “to proimote and provide permanent normalized community Hiving arrangements for psychiatrically
disabled individuals” In doing so, Advance Housing has satisfied the requirements of N.J.S A, 54:4-3.6 and the
requirements for a charitable property tax exemprion. Without Advance Housing. many of its clients would be at
greater risk of homelessness, placing greater strain on social services, such as emergency medical care_ shelters, and
police intervention. That Advance Housing receives substantial sums of money from federal and staie agencies to
purchase housing and deliver supportive services to the psychiatrically disabled does not negate but rather is
supportive of its charitable purpose. Advance Housing provides services to its clients in their residences -~ services
that help facilitate the transition from institutionalization to independent living. These services are integrally related
to independent residential living. It is clear that the properties are actually used in support of the charitable mission.
Advance Housing has established that it is a not-for-profit corporation, organized exclusively for a charitable
purpose, and that the properties for which it seeks tax exemptions are actually used for the charitable purpose of
providing supportive housing for the mentally disabled, entitiing them to tax-exempt status. (pp. 34-40)

The judgment of the Appeliate Division is AFFIRMED, and the matter is REMANDED to the Tax Court
for entry of judgment consistent with the Court’s opinion.

CHIEF JUSTICE RABNER; JUSTICES LaVECCHIA, HOENS, and PATTERSON; and JUDGES
RODRIGUEZ and CUFF (both temporarily assigned) join in JUSTICE ALBIN’s opinion.
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Many of our citizens suffering from mental disabilities,
whe are presently institutionalized, can live independent and
productive lives in supportive housing in our communities. The

.

chalilenge has been to fi

4

d sufficient housing with accompanying

services for the mentally disabled. In 2005, the Governor’s
Task Force on Mental Health reported that many persons
institutionalized with mentzl illness could not be discharged
from New Jersey hospitals because of the dearth of affordable
nousing that offered comprehensive suppoert services. Governor’s

“ask Ferce on Mental Health, Final Report, New Jersey's Long and

0

Winding Road to Treatment, Wellness and Recovery 6 {(Mar. 31,

2005) [hereinafter 2005 Task Force Reportl]l, available at

http://www.state.nj.us/humanservices/dmhs/recovery/Governor_f;na

L _report.pdf. In response to the 2005 Task Force rReport,

Governor Richard Codey issued Executive Order No. 78 stating
thet “[tlhe financing of the State of New Jersey's mental healith

system should be changed to promote state-of-the-art treatment

alternatives,” such as “permanent suppertive housing.” 38
N.G.R, 1108 (k) (Jan., 132, 2006},

Pialntiffs Advance Housing and ite subsidiary, Bdvance

Housing 2000,' both not-for-profit corporations, provide

' For the most part, we will refer to Advance Housing and Advance

Housing 2000 collectively as “Advance Housing.”
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supportive housing and services for mentaily disabled

b
"

individuals in Bergen County. To fulfill its mission, Advance

Housing purchased properties with the assistance of funding from

€N

the United St

1))

tes Department of Housing and Urban Developmert

®

-

{HUD), the Division of Mental Eealth Services in the New Jersey
Department of Health and Senior Services (DMHS )}, county-run
programs, and private donations. Advance Housing’s clients with
mental disabllities live independently in residences where they
recelve various mental-health, occupational, and other support

services.

Defendants, nine Bergen County municipalities, denied

Advance Housing property tax exemptions for charitahle PUrposes
under N.J.S.A. 54:4~3.6. The Tax Court denied Advance Housing’s
appea.. The court found an insufficient nexus between the

housing provided and the services offered by Advance Housing to

ct

Justify a charitable property tax exemption.

he Appellate Division reversed and remanded for a Judgment

=i

granting Advance Housing the charitable property tax exemption.

Advance Housing, Inc. v. Twp. of Teaneck, 422 N.J. Super. 317,

per]

335 ({Rpp. Div. 2011). It determined tha® RAdvanc Housing had

fully integrated its housing and suppert services and satisfied

oy

- .

the test set forth in Presbyterian Homes of the Synod of N,.J. w.

Division of Tax Appeals, 55 N.J. 275, 283 {1970y, Ihid. More

specilically, the Appellate Division held that Advance Housing




Fh

kle purposs o

haritab

—

e

e -

0

>

used the property for t
tly disabled, thus relie
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deinstitutionalizing the ment

government of having to provide for their h

We affirm. Advance Housing's r

tor charitable purposes conscnant with N.J.S.2. 54
hdvance Housing’ s

entitiing the property to tax-exempt status.
Ced supportive services to

provision of housing with integrat

mentally disabled citizens, who otherwise would be dependent on

government relief, Is in furtherance of this State’s eXpress
in large measure, at public

poiicy. The property -- purchased,
vital need that would otherwise be borne by

exXpense -- serves a
the State at & much greater cost. Accordingly, we hold that
hdvance Housing has met its burden of showing that the
tax-exempt status under

properties are entitled to charitable

J.8.A. 54:4-3.6,

Z

A,

As explained in its certificate of incor oration and
b
OlpOfaLiOu

byiaws, Advance Housing is a charitable, non-profit

-l

ormed for the purpose of providing affordable housing and
I g

latrically

Hh
)

"normalized community livin arrangements for psyoh

disabled individuals” from low- and moderate-~income families.

To support this mission, Advance Housing applied for funding

5




from HUD zo purchase five condominiums under Section £11 of the

Natilonal Affordable Housing Ac:i. HUD advised Advance Housing to
estakblish a separate non- proilt corporation, to account for HUD-

sponsorec funding. As a result, Advance Housing 2000 was
established to purchase and lsase properties and “[tlo develiop
residential services to enhance and secure the mental and moral
imﬁrovement of persons with chronic mental disabilities.” Other
housing units had been purchased with monies from DMHS.
Plaintiff Advance Housing owns fourteen residential

properties in nine mun wicipalities in Bergen County: the Township

of Teaneck; the Boroughs of Bergenfield, Li:
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Ridgefield Park, Lodi, Fairview, and Leoniz; and the City of

Hackensack. Advance Housing applisd for property tax exemptions
with these municipalities for the vears 2002, 2003, and 2004.°
The municipalities rejected the applications, taking the

position that Advance Housing's properties were not used for

fu

charitable purpose or some other purpose recognized by N.J.S.A.

£1]

24:4-3.6. The Bergen County Board of Taxation affirmed th
denial of tax exemption for the properties.
Advance Housing appealed to the Tax Court, and the parties

filed creoss motions for summary judgment. We summarize here the

Advance Housing has alsc filed appeals for the vears 2005
through 2009. The parties agree that the outcome of the appeals
for the earlier years will have binding effect on these later
appeals.




h

acts contained in the summary-judgment record. The
material facts are essentizlly not in dispute. Instsad, the

parties contest the legal conclusions to be drawn from those

facts
B.
Advance Housing and Advance Housing 2000 are 501 (c) (3}
corporations3 and therefore exempt from federal income tax. For

O

perational purposes, Advance Housing receives approximately
seventy~Iive percent of its funding from DMHS, fifteen percent

from HUD, and the balance from clients’ rents, Medicaid

reimbursements, and private donations. The vast majority of
funcding is allocated to services rather than housing. Advance

Housing 1s not a profit-making entityv and its fundin
i ped P

Advance Housing offers “a supportive housing program to
help people with psychistric disabilities “ransition %o
independent living in the community.” To that end, it provides
not only housing, but zlso mental-health, occupational-

placement, and life-management support services to low— and

moderate~income individuals suffering from mental

Without this assistance, these individuals would be unable to

live independently. The “supportive housing model” combines

] - " - " - ,

S I.R.C. 8 501(c){3) exempts from federal +*awation

“[clorporations . . . organized and operated exclusively for .
charitable . . . purposes L

-4




“afforcdable, lease-based housing” with “oomprehensive [and

flexible services.” Thirty-three of Advance Housing’'s clients
live and receive services in fourteen residences it owns in th
defendant municipalities. The remaining “sixty-three or sixty-
Tour” clients receive services from Advance Housing in other

residences not under its control. Advance Housing’ s residents
have experlienced periods of institutionalization, psychiatric

hospitalization, or homelessness or risk of homelessness due t©

a psychiatric disability,
its residents come from places such as homeless shelters,

transitional housing facilities, and hospitals that provides

services to mentally 111 individuals. Both DMHS and HUD place
restrictions on the use of their funding. For example, some H
programs reguire that a resident living in an Advance Housing
unit meet a statutory definition of homelessness, whereas DMHS

mandates that a resident come from a state hospital or a group

home, BAccordi

=

g to Advance Housing's President and Chief
Executive Officer, Mary Rossettini, many of its clients “would
be actually homeless” 1f not housed in one of its residences.
Rdvance Housing receives fair market value for its renta
units as determined by HUD. However, residents living in

Advance Housing's units pay only thirty percent of their

adjusted income as rent. The balance comes from various renta
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grams run by HUD, such as Section €,° Section €11,°

that fzilure tc pay rent or apide by other terms of the lease

Indeed, HUD mandates that Ldvance
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Housing reserve the right tc terminats a lezse based on non-
payment of rent for units funded by its Section &11 prograrm.

Advance Housing, however, has never evicted or attempted to
s F i

‘ Section £, 42 U.S.C.%. § 14371, is a housing-voucher program
Tan py HUD in which & “housing subsidy is paid tc the dnd Ltord
ai 1ec:ly by the Ipublic housing agency] on behalf of the
participating family” and “ [t he fami Ly then pays the difference

between the actusl rent charged by the landlord and the amount
subsidized by the program.” U.S. Dep’t of Hous. & Urban Dev.,
Housing Choice Vouchers Tact Sheet,

http://portal. hud, gov/hudportai/HUD?src=/topics/hou cing_cholce v
oucher_programws&cLlon_S {last visited Aug. 26, 2013).

7 Section 811, 42 U.S.C.A. § 8013, is & similar housing-voucher
Frogr run by HUD that provides funding specifically to
“subsi d;ze rental housing with the ava4¢db¢lity ¢f supportive
serv

rices for very lowWincome adults with disabilities.” 1U.9.
Der’t of Hous. & Urban Dev., Section £11 supportive Housing for
Pe sons with Disabilities,

http://portal . hud. oov/nude%**l/HuD?srCﬁ/programmoffices/housing
/mfh/progaesc/alsabSlL {last wvisited Aug. 26, 2013).

® The Supportive Housing Program, authorized by Title IV of the
McKinney~Vento Homelass Assistance Act of 1987, awards grants
through an annual national cowmefit%ow o promote “ithe
development of supportive housi ing and supportive services to
assist homeless persons in the transition from nomelessness and
to enable them to live as independentl y as possibkie.” 0.3,
Dep’t of Hous. & Urban Dev., supportive Housing Frogram,
http://portal.hud.gov/hudportal /HUD?sro= /program_oifices/comm pl
anning/homeless/programs/shp (last visited Aug. 26, 2013); see
also 42 U.S.C.A. § 1130:2.
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iled f 1y rent. Advance Housing mey also
terminate & client’s lezse if the client no longer neseds
supportive and counseling services or if the servicas are
inadequate to meet the client’s needs. FUD and DMHES both
prehikbit Advance Housing from regquiring a client o accept
supportive services as a condition of residency.’ Under the
supportive housing model, forcing services on an unwilling
participant is considered counterproductive to the goal of

developing independence and trust. 2005 Task Force Report,

supra, at 107-08.

Advance Housing’s CEC has certified that *he supportive

housing program offered by Advance Housing seeks to “facilitate
" See 42 U.S.C.A. § 8013(i)(2){c) (“A supportive service plan .

snhall permit each resident to take responsibiliity for choosing
and acguiring their own services, to receive any supportive
services made available directly or indirectly by thes ownew of
such housing, or toc not receive any suppcrtive services,”):; U.S.
Dep’t of Hous. & Urban Dev., Section 11 Supportive Housing for
Persons with Disakilities,
wwiw . hud.gov/offices/hsg/mfh/progdesc/disab8ll.cfm (last visited
Auq. 26, 2013) (stating that “residents cannot be reguired to
ccept any supportive service as a condition of cccupancy”; ;
N.J.A.C. 10:37A-1.2 {(stating that in “supportive housing
resicence . . . [n]lo lease or residential agreement shall
contain the provision of mandatory mental health program
participation as a reguirement for the consumer rasident to

mairtain housing”); W.J. Dep’t of Human Servs., Home to Recovery

"

{

- CEPP Flan: Plan to Facilitate the Timely Discharges of CEPP
Patients in New Jersey’'s Stste Psychiatric Hospitals, 29 {20087,

availakblie at

i

2

http://www.state.nj.us/hunanservices/dmnns/olmste ad/CEPPMBLan~1_
08 FINAL.pdf {(stating that in supportive housing model “renta
nouulnq is provided upfront and is not contingsnt upon the

completion of treatment, rehabilitation or other services”).

|
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or Irom depencent living to independent living for
individuals with psychiatric disabilities by providing them with
essential services. Every cliert admitted into Advance

Housing’'s program enters into a “Consumer Service Acocreement” and

“Comprehensive Service Plan” that explain the services provided

by the program. The nature, degree, and duration of the
services depend on the needs of the individual client. Some
residents with “wery significant needs . . . are ssen seven days

& week, two tTo three times a day.” Another resident, howsever,
might reguire services “only once a week for maybe an hour or

Fr

two.

®

Among the services offered ar counseling; vocational

icn; coordination of and

-

guidance and support; crisis interven

9]
b

transportation to AR meetings, medical appointments, and
recreational activities; and assistance with daily living
activities, such as cooking, cleaning, food shopping, taking
medication, budgeting and paying bills, and securing statutory
benefits and entitlements. £, for example, & resident suffers

“psychiatric decompensation,” rendering him or her unable to

handle financial matters, Advance Housing may even temporarily

1 "

Hh

become the resident’s “representative pavee” and take coentrol o

H

the resident’s finances for the rurpoese of paying rent and othe

a1

vital living expenses. Advance Housing h

h

s staff not on

ot}

y
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working seven days a week, but also cn-call after-hours to
respond to emergencies.

Advance Housing has forty-rine full- and part-time
emplovees, including caseworkers. It employs Ctwo part-time

psychiatrists, two nurses, and various mental-heslth

professionals. Advance ﬁousing’s clients receive services in
thelr residences. According to Kevin Martone, the former
president and chief executive officer of Advance Housing, the
services provided allow individuals “with severe and persistent

mental illness to maintain a level of independence in the

community” and to coniribute to the workforce.

Marteone alsc certified that the cost of funding a
psychiatrically disabled individuzl in a2 residence in Advance

Housing is far less than the cost of institutionalizing that

Hh

individual in a State facility. In 2005, the cost o
meintaining a patient in & State psychiatric hospital was
$146,000 per year, in a group home 560,000 per vear, and in an
Advance Housing residence $20,000 per vear.

Task forces commissioned at the county and state levels

have endorsed the supportive-housing model Lo mest the needs of

psychiatrically disabled individuals. 1In 1992, a Residential
Task Force presented to the Bergen County Mental Health Board a

AR

report that “identified z service gap between suitakility for

2

ateness for residential care.”

-

hospital-~level care and appropr
S pPRITOR
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An Analysis of Resicential

in
o

Service {Sept. 21, 1982). The report revealed that a Bercen

County psychietric hospital was unable to timely discharge

. =

patients suffering from mental illness because of “[a} shortage
of community resources.” Ibid. The 13992 Residential Task Force
promoted “supportive permanent housing” as & means of addressing
the needs of the mentally ill “who are unable to sustain
independent community Living,” id. at ¢, and as a way “to reduce
overutilization of the emergency services system and inpatient

recidivism,” id. at 11.

The Governor’s 2005 Task Force Report, supra, called for

the State “to dramatically shift its vision to =a ‘Housing First’

rhilosophy for people with mental illness. ” coupling housinog
b B B * B~ o et ]

AN

with “a new model of community-based services that [are

flexible, comprehensive and accessibla.” Id. at 106. The 2005
Task Force Report disclosed that almost one-half of state

hospital patients -- numbering approximately 1,000 patients --
“are clirically ready for discharge but housing, treatment and
Support services are not available for Lhese patients.” Id. at
6. In short, “{tilhe nead for affordable, supportive housing
exceeds the supply.” Id. at 109,

Martone averred that the organization “is the largest

provider of permanent supportive housing in Bergen County” and

that “in)othing else is available in [thel County that provides

13




the same level of services within the context of permanent

supportive housing.” Because federal, state, and local

governments do not provide services comparable to Advance

Housing, Martone warns that without funding for permansnt

supportive housing for the mentallv 111, these individuzls are
w

at greater “risk of homelessness, ncreased emergency room

peid
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nd ¢greater exposure to the criminal justice

Based on this record, the Tax Court entered SUNMETY

Judgment in favor of the nine defendant Bergen County

municipalities, finding that the fourteen properties owned by

1t

Advance Housing were not entitled to property tax exemption

4-3.6.

n
o

o}

ursuant to N.J.3S.A.
Advance Housing argued that its properties should have been

granted property tax exemption under three separate rrovisions
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.6. Advance Housing, as a non-profit

0N

corporation, claimed exemptlon from property taxes bacause its
buildings are (1} “actually and exclusively used for

adults and children with intellectual disabilities”:® {2

&

The Legislature amended N.J.S.A. 54:4-3.6 in 2010 by replacing
AN

“feeble minded or idiotic persons or children” with faldults
and children with intellectual disapilities.” L. 2010, c. %0, €
tion bhased on

81. The Taxz Court decided the summary judgment mo

14




“actually used . . . for the moral and mental improvement of
men, women and children”; and (3) “actuallv used . . . for
cheritable purposes.” N,J.S5.L. S4;4-3,6. The Tax Court found

none of these bases for granting a propertv tax exemption

applicable to Advance Housing.

"h

The court determined that Advance Housing was a non-profit
organizatior formed exclusively for a charitable purpose, but

that 1ts residences were not actually and exclusively used for

that charitable purpose and therefore did not meet the test for

e

a property tax exemption under Presbyterian Homes, supra, 5

Ce

N.J. at 283.°

The court observed that property used for subsidized
housing aleone would not justify tax-exempt status under N.J.S.E.
54:4-3.6, but that an “integrated program of the provision cof
both housing and supportive counseling services” would rass the
cest. The court, howsver, concluded that the “housing
component” in Advance Housing’s program was “not int egrated with
the counseling and support services.” The court reached this

conclusion by reasoning that only a mincrity of Advance

the pre-amendment language. The amendment discarded
anachronistic language for contemporary termi nology that
embraces cur current understanding and sensibilities concerning
individuals afflicted with disabilities.

The Tax Ccourt failed *
removed the word “ex

ﬁote that, in 2001, the Legislature
clusively” from this part of the statute,
which now requires only that th@ proparty be Yactually” used for
& charitable purpose. L. 20 c. 1g.

i5

it




Housing's clients who receive counseling and support services

O

also live in its housing and that the clients are not required

It

[

in the counsel

0]

to participat

]

and suppcrtive program “but may
do so at their own volition.” Ancther factor conslidered by the
¥

court -- alithough not dispositive -- was that Advance Housing's

e

casewcrkers might see the clients in their residences for only

b

LA |

& couple of hours a week.” According to the court, Advance

HAousing was running “essentially a subsidized housing program
o+ ] — 1 R . 3 2 s Y 3 gy M 4 T 3
tOr ciients who happen to be ellgible for [its] supportive and

1 denying Advance Housing relie?®, the

bt
:

counseling services.”
court expressed that “some institutional aspect tc the housing

program” is necessary for a tax exemption under N.J.S.A. 54:4-

(¥}

.&. On the other hand, the Tax Court determined that Advance

Housing’ s “headquarters facilities and any facilities” to which

(&N

clients traveled to receive supportive services would be +tax

exempt.

ITI.

The Appellate Division revarsed, heolding that Advance

Housing was entitled to property tax exempt

ier tThe

|-

[e3 81

=
1]
o
)
o

o

Presbyterian Homes test because it is organized for a charitables

purpose, operates on & non-profit basis, and uses its property
“actually and exclusively” for its charitable activities.

Advance Hous., supra, 422 NW.J. Super. at 335 (citing

16




Frespyteriar Homes, supra, 55 N.J. at 283). In an opinion by

Judge Waugh, the appellate panel rejected the Tax Court’s notion
that Advance Housing did not qualiiv for a property tax
exemption because its residences lacked an “institutional
aspect.” Td. at 330. As the panel noted, the goal of Advance
Housing, and supportive housing in general, is to
deinstitutionalize individuals with psychiatric disabliities and

promote independent living in the community. Id. at 330-21.

The panel expressed i1ts disagreement with ﬁhe Tax Court on
several points. First, the panel did not believe tha+ Bdvance
Housing’'s supply of supportive services to clients in residences
other than its own suggested that it did “not provide an

.

integrated housing and services program” to clients in the

residences it did own. id.

4]

T 331. Second, it did not bhelieve

that the absence of a contractual obligation on the part of
Advance Housing’ s residents to participaté in counseling
services undermined the fact that all its residents actually
recelve counseling services. Ibid. For purposes - of N.J.S.A.
54:4-3.6, the charitable exemption is conditioned, “in part, on

how the building is ‘azctually’ used.” Ibid.

=
3

reaching the conclusion that the integrated program of
housing and services provided by Advance Housing “is of the typs
1

the Legislature sought to benefit through the general

‘charitable’ property taz exemption contained in N.J.S.A. 54:4-

17
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£, th
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referred favorably to “wo Tax Court cases

pans

Community Access Unlimited, Inc. v. City of Dlizabeth, ~1 N.J.

Tex 604 (Taxn 2003), anc Salt & Light Co. v. Mount Holly Twp., 15

199€), certif. denied, 148 N.J. 458 (1997}, In both cases, the

Tax Court determined that properties were used for charitabl
purposes, Justifving tax exemptions under N.J.S.A. 54:4-3.6,
when housing and services were provided to individuals who had

mental disabilities, Cmty. Access, supra, 21 N.J. Tax at 617-18,

‘,—.}.
r
=]
T
]
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b

o

ot
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1

Or who were homeless, Szlt & Light, supra,

w3

2a
1T

i

Teaneck, Bergenfield, ie Ferry, Ramsey, Ridgefield
Park, Lodl, Fairview, and Hackensack {collectively

municipelities) petitioned for certification. '’ We granted

certification. Advance Hous., Inc. v. Twp. ©of Teaneck, 209 N..J.

Defendant municipalities urge reversal on various different
grounds, all agreeing that the Appellate Division erred in

granting z charitable property tax exemption to Advance Housing

0

Leonia appeared as a defendant in the appeal to the Tax Court,
Lecnie, however, did not file sither a brief with the hppellzte
Division or petition for certification




undery N.J.S.A. 54:4-3.6.%" 7The municipalities advance the
foliowing arguments, some individually and some cellectively.
“he municipalities contend that there iz no vital linkage
etween Advance Housing's counseling and housing components, for

the counseling can be provided in housing it does not own and

the counseling is not a mandatory requirement for remaining in

(=N

housing. The municipalities point out that two-thirds of
Advance Housing’s clients do not reside in Advance Housing' s
residences, that the clients’ lease agreements do not reguire

the clients To submit to counseling, and that he

supportive/counseling services can be provicded at & central

h

fecility. Thev consider Rdvance Housing a gliorified landlord
providing government-subsidized housing and emphasize that sone
clients receive minimal supportive/counseling services during
the weék.

The municipalities stress that because Ahdvance Heusing's
clients must volunteer for supportive services, the nousing and

each other and that withoutr an

integral connection between the two, & charitable tax exemption

2

1s not warranted by N.J.S.A. 54:4-2.6. Moreover, they submit

that Advance Housing has not shown that subsidized housing is

T ik =
r

Teaneck submitted a brief that Little Ferry, Lodi, and
Hackensack joined; Ridgefield Park and Bergenfield Jointly
submitted a brief; and Ramsey and Fairview each submitted their
own briefs.
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integral or necessary to the
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noting that Advance Housing does not suggest that its non-

-
M
n
1

ldents who are counselied are any less successful then its
residents.

The municipalities guestion Advance Housing's assertion
that its clients would become homeliess or a burden on the
government without the supportive housing model given the
nurerous organizations in Bergen Countyv and the State that

accept Section & tenants. They also challenge the Appelilate

Division’s reliance on Community Access, supra, 21 N.J. Tax 504

and Salt & Light, supra, 15 N.J. Tax 274. They state that,

uniike Advance Housing, the non-profit entity in Communrity
Access used Its own resources to administer its properties if
tenants were unable to pay rent, the non-profit entity in Salt &

Light received less than market rental value for its properties,

and that nelther maintained the power to evict a tenant for

et
x|

fazlure to pay ren inally, the municipalities insist that
the Appellate Division failed to balance the loss of revenue
resulting from exempting Advance Housing's property from
taxatlon against Advance Housing’'s claim of relieving the

government of a burden that it otherwise would have o bear.
B.
Advance Housing counters that, based on the record, its
housing and supportive counseling elements are fully integrated

20
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and its properties are actually and exclus ively used for =

charitable zctivity. It therefore asserts that the Appellate
Division properly granted it a property tax exemption under

Advance Housing makes the following arguments: {1) no

(..._l

other provider offers a comparable supportive housing program in
Bergen County; (2) it serves a critical need and relieves the

government of a burden it would otherwise bear, given that

8]

almost half of psychiatrically disabled patients in New Jersey

State Hospitals cannot be discharged because housing, treatment,

(‘D

and support servicss are unavailabl (3) without its supporti
housing program its clients might be rendered homeless or the

r mental health might detericrate; (4)

AF]

[N

fragile state of the

C

4

without its program these psychiatrically disabled individuals
x Y ¥

o

would be set adrift, further straining a social-service systemn

of emergency shelters and community hespitals, or be added to a

t
o
B

burgecning prison population; (%) Advance Housing promotes
deinstitutionalization of psychiatrically disabled patients,

which not only relieves the state and local governments of a

'_J

ignificant cost, but alse furthers an important public poclicy;

$

are inextri

(')
m.
ad
-
<]

(6) the housing and supportive counselln

LQ

i

5

linked because the counseling is on site and fosters independent

L
L
<3
fon
o)

e
)

in & residence that might otherwise not be available: {7

the focus should be on how Advance Housing uses the property for

21




which it sesks a charitable property tax exemption rather than

T

or. how 1t services other mentally 111 clients in other locales:

{8) the success of supportive housing reguires that

pesychiatrically disabled individuels freely accept -- without

landlords who provide housing to the peychiatrically disabled
receliving supportive services from Advance Housing will not gain
& tax exemption windfall as a result of the Appellate Division

decision because those landlords are not charitable

organizations and would not satisfy the Presbyterian Homes test.

AL
The material facts are essentially not in dispute. The
legal issue before us 1s the interpretation of N.J.S.A. 54:4-3.6

—— the property-tax-exemption statute -- and its application to

the facts of this case. We recognize the expertise cof the Tax

[ws
o
)]

Court in this “specialized and complex area.” Metromedia, Inco.

v. Dir., Div. of Taxation, 87 N.J. 313, 327 (1984). A2 though

the Tax Court’s factual findings “are entitled to deference
because of that court’s expertise in the field,” we nesd not

defer to its interpretation of a statute or legal principles.

n

Waksal v. Dir., Div. of Taxation, N.J. , (slip op. at 8-
9) (2013) (internal quotation marks and citations omitted). We

22




reviaw g2 rovo the Ta

ha

L Court’s grant of summary Judogment in this

case. See 1d., at __ {slip op. at 9) (citinc Brill v. Guardian
LiZe Ins. Co. of Zm., 142 N.J. 320, 536-40 (2995) ),

We begin with some fundamental principles. Statutory
exemptions from taxation should be “stricily construed agalinst

those invoking the exemption.” Hunterdon Med. Cent. v. Twp. of

Readington, 195 N.J., 549, 56% {200%) (quoting Paper Mill
Piavhouse v. Millburn Twp., 95 N.J. 503, 506-07 (1984)). This

rule reflects the well-established policy that “the public tax

burden is to be borne fairly and eguitably.” Int’l Sch. Servs.

Inc. v. W. Windsor Two., 207 N.J. 3,

5 {2011:. ror that

prod

reason, an entity seeking a tax exemption has the burden of
showing its entitlement to the exemption. Ibid. Nonetheless,
this “'‘rule of strict construction must never be allowed to

defeat the evident legislative design.’” N.J. Carpenters

Apprentice Training & Educ. Fund v. Borough of Kenilworth, 147

N.J. 171, 177-78 (1996} (quoting Boys’ Club of Clifton, Inc. v.

property owned by a non-profit, charitable

-

Rea

th

organization, which is used exclusively for charitabl

i
m

purposes
== “as defined by law” -- is specifically exempted from taxzation

under the New Jersey Constitution. N.J. Const. art. VIIT, § 2

23




T Z. The “iaw” governing property taxn exsemptions is contzined

in N.J 5 A, 24:4-3.¢ several parts of the properiv-iax-

ex:mpvwon statute are relevant in

[A]1l :ctuaily used In the work of
asso d corporations organized
exC the moral and mental
improv Nt 5T mern, women  and  children,
prov ! LY anyv portion of a building
used urpose is . . . otherwise

used »2 which are not themselves
exempt from taxatlion, =that portion sha.l be
subject  to texation and the remaining
portion only shall be exempt;

[AlL1l bulldings actually used in the work of

@ssoclations and corporations organlzed
exclus_veily for . . . charitable purposes,
provided that if any portion of a building
used for that purpose 1s . . . otherwise

used for purposes which are not themselves
exempt from taxation, that portion shall be
subijec To taxation and the remaining
portion shall be exempt from taxation

[Pirovided, in ccase of zll the foregoing,
the buildings, or <the lands on which they
stand, or the associations, corporations or
institutions wusing and occupying them as

aforesaid, are not conducted for profit

£

=
o
n
=l
()
=N
[N
{
)
o
-
xS

In this case, neither the Tax Court nor the Appellate
Division distinguished between the “mental and moral

improvement” and “charitable purpeses” provisions of the

Advance Housﬁnc initially sought an exemption under what is
‘now termed the “intellectual disablility” portion of the statute.
N.J.S5.A. 54:4-3.6. Advance Housging does not invoke this part of
the statute in this appeal.
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statute. Evidently, both courts usesd the ternms interchangeably

¢

1n consldering Advance Housing generzlly as & non-profit,

charitable organization. For our purpeses here, we need not

1_,!

cistinguish between an associstion for “the moral and men
improvement of men, women and children” and & charitable

organizaticn., The paramcunt issue is whether the residences i

o

winich Advance Housing’s clients live and receive supportive
counseling are used for charitable purposes and are therefore
entitled to an exemption under N.J.S.A. 54:4-3.6.

To establish its right to a property tax exemption, Advancs
Housing must satisfy the statutory three-part test that flows
Trom N.J.S.A. 54:4-3.6. 2advance Housing must show that: (1) it

is organized exclusively for a charitable purpose; {(Z2; its
property 1s actually used for such a charitable purpose; and {3)

1ts use and operation of the property s not for profit. Sese

N.J.S.A. 54:4-3.6; see also Paper Mill Playhouse, supra, %5 N.J

at 506 (applving analogous three-pronged test to “meral and
mental improvement” exemption of N.J.S8.A. 54:4-3.6):

Presbyterian Homes, supra, 55 N.J. at 28

8]
5

eferencing statutory

We applied this test in Presbyvterian Homes, supra, a case

community -- Meadow Lakes ~- served a “charitable purpose”
ithin the meaning of N.J.S5.A, %4:4-3.6. 55 N.J. at 284. On




depends upon the facts or circumstances of each case.” Td. at

285. In engaging in 2 fact-specific analysis, we kept in mind
that one justification for granting a charitable tax exemption

is that 1f the charitable work were not done by & private party,
it would have to be done at public expense. Thid. We

ultimately concluded in Presbyterian Homesz, supra, that the

retirement community was not serving a charitable purpose and
therefore was not exempt from paylng property taxes under

N.J.

93}

AL 54:4-3.06.  Id. at 2B8. We looked to the following
evidence to reach that conclusion.
Meadow Lakes, a retirement viilage, consisted of 221 units,

mostly garden apartments, set within a milieu of “recreational

and service facilities” that included “bowling greens,” “gift
and besauty shops,” “lounges,” “game rooms,” “a health center,”
and a dining room where meals “prepared by an independent

contractor . . . are served by waitresses.” Id. at 276-80.

Bach resident paid an admission fee, also known as a founder’s

ft
L

fee, which was usually retained by Meadow Lakes. Td. at 280,

The fee ranged from $12,000 to $43,000 depending on the size of

the unit, and residents paid monthly charges ranging from $205
te $365.  Id. at 280-81

26




We observed that nelther the articles of incorporation nor

hAY

b

the residence agresments required Msadow Lakes “to ca

4

& I0or

{

persons whe become elther financiallyv unable tco meet thei

[

monthly cherges or unmanageable because of illness”; that the
termination of an agreement might result in residents, who had
lready spent their assets, returning to their families or
transferring to an institution, thus bscoming & financial burden
Or thé State; and that the “fees and rentals” demanded from the

elderly residents “negateld] a& ‘charitable purpese.’”  Id. az

d pro quo permeateld] the antire

4

Ete

287.  In our view,

3]

" C_.ﬂ-:i
operation” because the residents, in effect, were purchasing
something of wvalue. Ibid.

In Presbyvterian Homes, supra, we reasonad that whather care

of the aged “will constitute a charitable purpose depends upon

the manner in which the particular property is used to

accomplish that end.” Id. at 288. 3o, aithough property used

“for the needy aged” has been held to

for the purpose of caring .
be tax exempt, property used for the purpose of caring for
“financially independent elderly persons who alone can qualizfy
for admission to” such places as Meadow Lakes will not. TIbid.

1 n

Accordingly, we held that the Meadow Lakes property is not tax

exempt since it is not ‘actually’ used for ‘charitable’

27




in Paper Mi:® Plavhouse, supra, we granted & property tax

ot

exemption urdder the “moral and mental improvement” provision of

N.J.5.A. 54:4-3.6 to a non-profit corporetion operating z

s

3

theater that promoted the arts by hosti g the production of

“concerts, dramas, ballet and musical performances.’” 85 N, at

50e~G7.

bt

n applying the statutory three-par:t test, we found

&3

that the Paper Mill Plavhouse’s property was “actuzll an
P ¥y prop Y ¥

o

exclusively used” for “the moral and mental improvement of men,
women, and children.” Id. at 306-07, 524. 1In ruiing in favor

C—
1

of Paper Mill, we mad
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Section 501(c) (3) exempt corporation that dedicated all income
to operating the theater, id. at 511, and “
surpius can be traced into someocne’s pocket,” id. at 522; it

T+

received “tremendous financial support and extracrdinary

from the State, id. at 515; and it was not a
commercial enterprise because “no commercial enterprise, whose
@ssential purpcse 1s to make money, [would] follow Paper Mill's
policies,” id. at 524.

Presbyterian Homes and Paper Mill Plavhouse set reasonable

standards, not an insurmountable hurdle, for a non-profitc
company obtaining a property tax exemption when property is

actually used for a charitable purpose. Although the issue

before this Court is one of first 4im ression, 1t is not

28




unfamiliar to the Tax Court. Therefore, we turn to several Tax

'
N
The case most similar to ours is Community Access, supra,
21 N.J. Tax 604. There, pursuant to N.J.S.A. 54:4-3.¢, the Tax

Court granted & charitable property tax exemption to a non-
rofit, 501{c) (3} corporation, Communit Access, that provided
& r

nousing and services to individuals with mental disabilities.

-

d. at 618-19%. Community Access’s stated goal -- similar to
Edvance Housing’s -- is to provide people with mental
disabilities “the opportunity to live independently and to lead

normal and productive lives as citizens integrated into the

1ke ARdvance Housing,

=

gereral community.” Id. at 611.

Community Access does not charge it

wn

residents more than thirty

h
ﬂ)

ercent of their income as rent, and rent never excesds ir
r

h

marketl value, 1d. at 615; it does not evict residents becauss o

inability to pay, id. at 608; and it places its members “in

housing and programs, which address their specific needs as well
as level of independence,” id. at 609. Similar to Advance

Bousing’s caseworkers, Community Access’s counselors “provide

advice and assistance in obtalining employment, medical care and
childcare, education and Job training,” and “meet regular
with residents, id., at 616, all of whom participate in the

service programs, id. at 608. The Tax Court determined that




“the housing itself is secondary to [Community Access’'s] main
purpose, which is to give individuzls incapable of functioning
On thely own an opportunity tc live as close to & normal life as

« Finally, the Tax Court emphasized that

“rehabilitating the mentally disabled iz an important and
legitimate governmental concern,” and that without +the services
of Community Access the care of 1ts residents would be borne at
puplic expense. Id. at 617-1¢.

Also comparable to the present case is Salt & Light, supra,

()]

25 M.J. Tax 274. In that case, the Tax Court granted Salt and
Light, a non-profit corporation, a tax exemption for properties
“used for the charitable purpose of providing temporary housing
and counseling services to the homeless.” Id. at Z77. Like
Advance Housing, Salt and Light purchased residences for the
nomeless through government funding. Id. at 280. Residents in

the program received public assistance and paid up to thirty

percent of thelr income as rent depending on their ability. Td.
at Z8l. Individuals withcut resources received housing, and no
one was evicted for failure to pay rent. Ibid. Salt and
Light's case managers plaved similar roles to Advance Housing’s
caseworkers. The case managers “met at lsast twice a week for

-

forty-five minutes to an hour and a half with” the residents and
“provided counseling . . . in an attempt to sclve the problems

that had caused the homelessness,” and “the staff provided

30




and assistance in obtaining employment and needed

services such as medical care, child care, education, [and! Job

The Tax Court determined that the

3
b=t
0.
sl
&

o8]
™2

by Szlt and Light did not negate

recelipt of government subsidies
its charitable purpose. Id. at 291-92. It reascned that Salt

and Light was “not simply a conduit for government subsidie

as its “unigue combinatien of housing and counseling at a lower

cost than would otherwise be the case” “iessenled] the

financial burden on [the! govaernmant. Id. at 280-91.

However, in Essex Properties Urban Renewal Lszsocs., Inc. v.

of Newark, the Tax Court denied a property tax sexemption to

a non-profit corporaticn, Essex Properties, operating an

“apartment faclility for developmentally and/or physically

disabled persons.” 20 N.J. Tax 380, 361, 371 (Tawx 2002). 1In

doing so, the Tax Court distinguished the facts from those in

Salt & Light. The Tax Court found *hat Fssex Properties did not

establish that (1) it admitted individuals who did not gualify

) evict tenants who could

for government aid; (2} that it did not

not afford to pay rent; {3y that it charged below market rent;
P

and (4) that its “on-site social worker” provided the type of

“unigue combination of housing and counseling” present in Salt &

Light. Id. at 367. Indesd, the court maintained

which is to rent apartments to elderly or

31




cdisabled persons.” Id. at 367-68. hooordingly, the Tax Court
held that Essex Properties did not meer its burden of showing

oroperty is used for charitable purposes within the

VI.
From these cases, and others, certain principles can be
distilled in guiding courts in making the fact-specifiic
determination whether a non-profit corporation, organized for a

charitable purpose, is “actually” using pvroperty for a

charitable purpose. See N.J.S.A. 54:4-3.6. Although all
relevant considerations cannot be captured by any list given the
ever-changing scenarios that will arise, and although each

-

consideration may not necessarily deserve the sanme welight, here

are some that apply toe the circumstances of this case: {1} the

1l
rt
1)

charitable work done by the priv entity will spare the

government an expense th

[
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|_1
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it must bear, Presbyterian

..

Homes, supra, 55 N.J. at 285; see also Mark A. Hall & John D

Columbo, The Charitable Status of Nonprofit Hospitals: Toward a
Ponative Theory of Tax Fxemption, 66 Wash., L. Rev. 307, 345
(1991} (“[Tlax exemption exists as a quid pro guo for the

production by the private, nonprofit sector of gocds and
services that absent exemption would be the burden of the

government.”); (Z) the private entity must not be engaged in a

32



seeming commercial enterprise, Int’l Sch. Serve., supra, 207
r ! r

M.J. at 18-20 (discussing Paper Mill Plavhouse, supra, 95 N..J.

contraindicative of a charitable purpose, £. Jersey Family Med.

“

Cirs., Inc, v. City of Pleasantville,

8]
L5
iy
T
-1

T
<

Super. 262, 286,

27375 (App. Div. 2002) (finding that receipt of substantial
=

government grants and “virtually no voluntary chariteble

contributions” does not negate charitable purpecse), aff’d o.b.,

176 N.,J. 184 (2003}; Salt & Light, supra, 15 N.J. Tax at 291-82;

w
th
5. ¥l

]

43

o
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2

;,

support and recognition by the State of a private

[ 3

entity’s charitable work may be indicative that its property is

used for a charitable purpose, Paper Mill Plavhouse, supra, 95

N.J. at 515; and (€) the private entity in carrying out its
charitable mission through the use of its property is addressing
“an important and legitimate governmental concern,” Cmty.

Access, supra, 21} N.J. Tax at £17, 618-109.

lore speclfic to this case, our Tax Court has recognized

P

that the provision of both housing and substantial supportive
services that foster the prospect of independent and proguctive

living in the community for the mentally disabled, Community

Access, and the homeless, Salt & Light, meets the standard for a

I
(%]
[a)t

property tax exemption under N.J.S.A. 54:4-




VIT.
Ir applying these principles and consi iderations, and the

$ ciscussed, to the facts of this case, we hold that Advance

Czs

i

‘actually” uses its residences for the charitable

E
f;
l—‘
&

purpose set forth in its certificate of incerporation: “to
promete and provide permanent normalized community iiving

arrangements for psychlatrically disabled individusis

rr T

oing so, Advance Housing has satisfied the requirements of

N.J.5.A. 54:4-3.6 and our Surisprudence for & charitable

commercial enterpriss; it is a

[43]

Advance Housing is not

nen-profit corporation that provides supportive housing to the

psychiatrically disabled. Advance Housing receives the fair

arket value of rent as determined by HULD, not by the private
market. All moniss zllocated to Advance Housing through

-

ent funding or private donations are used sole 21y Lo

i)
D

chieve its charitable mission. That mission alligns perfectly

ith the public policy of this State.

The Governor’s Task Force on Mental Health described a

dysfunctional system in which L approximately ons-half of the

?‘

psychiatric patients in New Jersev’s hospitals —- some 1,000
PEY b

patients ~- ready for discharge could not be released because

¢

adequate “housing, treatment, and support services
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unavalilahle. 2005 supra, at 6. Irn 2006,

g, directing that

Governor Codey issued Executive Crder No.
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ntal hezalth system should
e changed to promote state-of-the-art treatment alternztives,”

-

such as “permanent supportive housing.” 3£ N.J.R.

)._._\

108 (L) (Jan.
12, 2006). In line with the Executive Order, Advence Housing
provides permanent supportive housing. Advance Housing is
plaving a xole in fulfilling an articulated State policy of
deinstitutionalizing the mentally disabled. In deing so, it
also is relieving the State of the expense that it would

otherwise bear in housing and caring for the mentalily disabled.

See Cmtvy. Access, supra, 21 N.J. Tax at 617 (“[I]f not for the
housing and social services [Communi ty Access] provides Lo 1ts
members, a public facility like Greystone Fsychiatric Hospital

would have to care for them at public expense.”). In providing

I3

supportive housing for the mentally disabled at a caost of
520,000 per vear, Advance Housing is securing a savings of
public monies, for in 2005 it cost an average of $5146,000 per
year to care ror a mentally disabled individual in a state
hespltal and $60,000 per year in 2 group home. See also Judge
David L. Bazelon Ctr. for Mental Health Law, Permanent

Supportive Housing: The Most BEffective and Integrated Housing

fl

oy

for People with Mental Disabilities, 4, available at

e
(W8]
)
&

hitp://www.bazelon.org/LinkClick.aspx?fil eticket=gérsuléc Jw
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ast vielted Sept. 1Z, 2013} (“The cpst of Serving a

o

person in suppertive housing is half the cost of = shelt=er,

quarter the cost of being in prison and & tenth the cost of o
state psychiatric bed.”). Without Advance Housing, wany cof its
clients would be at ¢reater risk of homelessness, placing

train eon cur sociel services, such as emergency necical

W0
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m
m
(w3
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b

care, shelters, and police intervention. see, e.q., Corp. for

Supportive Hous., The New York/New York Agreement Cost Study:

The Impact of Supportive Housing on Services Use for Homeless

Mentzlly I11 Individuals 8 12001y, aveilable at

bttp://shnny.org/uploads/NY~NYMAgreementWCost_StudyWEOO1.pdf

{("The University of Pennsylvania research confirms that the

M

rice of homelessness is . . . 540,449 per homeless person per
vear, primarily in expenditures for psychiatric hospital care,
inpatient hospital care, and emergency shelter care.”).

That Advance Housing receives substantial sums of money
from federal and state agencies to purchase housing and deliver
supportive services to the paychiatrically disabled does not

negate but rather is supportive of its charitable purpcse.

¥

Advance Housing reasonably posits that without the property tax

=

exemption, the drain on its limited rescurces will result in

fewer placements. That will mean further delays for the

moere mentally disabled individuals falling through the cracks of




our sccilal safety net

ConTraEry to our State

Like the Appellate Divisior, we redect

o

cnclusion that orga

both residency and s

A}

some institutionel

for &

Tax exemption

Work

s public policy.

nizations

ervic

2spect to the hous
under N.J.5.2. 54:4-

B e
system. Such

like Advancs
s/counseling components, must

ing pr

a scenario runs directly

the Tax Courz’'s

Housing, which have

have

ogram” to qualify

As explained in

the Governor’s 2005 Task Force Report, supra, ons of the
regquirements of the Housing First model is that marticipation is
“wvoluntary” and “not a condition of tenancy.” Id. at 108,
Mereover, both state and federal law bar conditioning a
psychiatrically disabled person’s continued residency in
supportive housing on participation in a mental-hezlth program,
See N.J.A.C. 10:37A-1.2 (“No lease or residentiazl agreement

shall contain the pr

participation as a r
maintain [suppertive
(“A supportive servi
ion shall permit

se2C

chocsing and acguird

supportive services made available direc

ovision of
equirement
] housing.”);

ce plan for

mandatory mental
for the consumer resigent

£2 U

health program

Lo
LSUCLAL € BOLI(AY (20 oy
housing assisted under this

each resident to take responsibility for

ng their

owWn services,

To receive any

tly or indirectly by the

owner of such housing, or to not receive any supportivea
services.”). Accordingly, that Advance Housing does not require
1ts residents to participate in services does not count against

37




residents participate voluntary Yy to receive supportive
counseling and assistance in accordance with their respective

The only guesiion before us is whether a non-profit
organization’s provision of housing and supportive services to
the mentally dAQaDLeQ can qualify an organization for tax-exempt
status. The answer to that guestion is ves. Here, Advance
Housing has established that its housing and supportive services
are fully integrated =-- one dependent on the other for success -
- 80 that 1ts charitable purpose of facilitating “the tr ition
from dependent living to independent living” for individuals

N

with mental illness is a practical goal. Sse 200

l.ﬂ

Task Force

Report, suprz, at 107 {(“The basic premise that makes supportive

housing successful is the coupling of permanent housing and
services.”).
The supportive counseling and assistance that Advance

Housing provides to its residents is evidently no less than that

i8]

rovided in Community Access (supportive housing for the

mentally disabled), and in Salt & Light {suppcrtive housing for
= £ . =

the homelesg) -

H
0
s
w
o
n
b
3

which property tax exemptions were

5o

granted. Unlike Essex Properties, supra, which had but one

soclal worker on gite to address the needs of its low income,

physically, and mentally disabled residents, 20 N.J. Tax at 367
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8, ARdvance Housing has fortyv-nine full- and part-tims
emplovees, including caseworkers

; YWo part-time psychiatrists,

two nurses, and various menta
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Coungeling

=

and supportive service is not “incidentzl” to Advance Housing’'s
residence component, as it was in Essex Properties. 1Id. at 268,

We reject the municipalities’ contention that the provision

in Advance Heusing’'s leases that permits eviction for non-
payment of rent should deprive. its property of Tax—exempt

Lrement feor Zunding from HUD s

q
"
1]

status. That provision is a

ﬂeq,

b
¢
t

Section 811 program. Nevertheless, Advance Housing has never
evicted or attempted to evict a mentally disabled tenant. TIts
residents pay only thirty percent of their income as rent.
Advance Housing cares for its destitute clients; it does not

consign them to homelessness 1f they are unemployved. We will

not place Advance Housing in the Catch-22 position of either

I_}
&}

n

i_: .
3
W

n

ection 811 funding for not having the eviction provision

in the lease or lcsing a property tax exemption for havin

L8]
2
o

Our Zocus must be on how Advance Housing actually uses its

residences to achieve its charitable purpose. See N.J.S.A.

4:4-3. 6.

For that reason, we alsc reiect the municipalitiss’
argument that Advance Housing should be denied =z property tax
exemption for the residences it owns because it supplies

SUppOrtive services to the mentally disabled in off-site
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locations. Advance Housing should not bz penslized becauss

the enlarged scope of its laudable activities. There is =

shortage of housing for the psychiatrically disa

o
®
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=
-
o]
t

why various county and state task force reports have expres

alarm at the number of patients whose discharge is delayed

}{3

lack of housing and why they have endorsed the need for
permanent supporiive housing of the type Advance Housing of
Advance Housing provides services to its clients in their
residences -- services that help facilitate the transition

institutionalization to independent living. These services

@]
th

13

sed

for

fers.

from

F

such as azssistance with food shopping, apartment maintenance,

cooking, paying bills and rent, are integrallv related to

independent residential living. It is clear that the properties

are actually used in support of the charitabple mission.
In conclusion, Advance Housing has established that it

not-for-profit corporation, organized exclusively for a

charitable purpese, and that the properties for which it seeks

tax exempticns are actually used for the charitable purpose

providing supportive housing

iy

or the mentally disabled. We

E
[

that Advance Housing is ent
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d to property tax exemptions

each of the defendant municipalities on appsal before this
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Court.” 'We therefore affirm the Judomant of the Appsllizate
Division and remand tc the Tax Court for sntry of a judament
consistent with this opinion.

HIEF JUSTICE RABNER and JUSTICES LeVECCHIA, HOENS, and

'
PATTERSCON; and JUDGES RODRIGUEZ and CUFF (both temporaril
in JUSTICE ALBIN' s opinion.

E
assigned) Jjoin in

13

d be required if one cor more of Rdvance

tax exemption wou
Housing's residen
As noted earlier, zll of Advance Housing’s residents receive
supportive counseling and services.

41

We nsed not address whether an apportionment of the propert
'
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A

i
ts refused supportive counseling and services.
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