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Universal Abatement for Reading, Pennsylvania

What is a Universal Abatement?

Many cities offer tax abatements as an
incentive to build or renovate buildings,
yet there are disadvantages to the con-
ventional approach, including reduced
tax revenue, complicated applications,
limited qualifications, and fixed dura-
tions. This often restricts their use to
new construction and excludes the ma-
jority of existing properties, making
them unpopular with voters as perceived
added tax burden.

To improve abatements, CSE has devel-
oped an alternative approach - universal
abatements—which gradually reduce the
tax burden on all buildings across the
city through a simple exemption on a
portion of the building value. This allows
for revenue neutrality, automatic enroll-
ment, retroactive eligibility, and perma-
nent establishment. All buildings, old
and new, would be included, with a
streamlined and permanent incentive to
build and maintain property in the city.

How would a Universal Abate-
ment Work?

A universal abatement would be phased
in over several years by abating a per-
centage of the city-wide median building
value from every property, coupled with
an increase in the property tax rate to
remain revenue neutral. This shift would
reduce the effective taxable value of most
properties while raising the tax levied
from remaining land value.

How would a Universal Abate-
ment benefit Reading?

A universal abatement implemented as
proposed by CSE in the City of Reading
would:

1. Provide the most competitive prop-
erty tax environment in the region

2. Help to attract new development and
repurposing of the existing building
stock

3. Reward reinvestment and stimulate
turn-over of vacant and speculative
holdings

4. Act as homestead exemption for ex-
isting residents, especially in low-
valued homes in poor neighborhoods.

5. Maintain revenue streams.

This research brief will summarize the
potential of a universal abatement for the
City of Reading using current tax data to
demonstrate the potential outcomes.
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Year Abatement Amount Tax Base Tax Rate Tax Revenue
Allowance Abated
1 $12,450  $298,763,400 $1,172,971,600 0.01367630 $16,041,912
2 $24,000 $523,897,500 $947,837,500 0.01692475 $16,041,912
3 $37,350 $636,619,850 $835,115,150 0.01920922 $16,041,912

Table 1: tax base, tax rate, and tax revenue changes over a three year transition

Providing Tax Relief and Rein-
vestment Incentives

A universal abatement can be imple-
mented over 3 years, as shown in Table 1.
Starting with a tax base of about $1.5 Bil-
lion, over $835 Million, or 43%, of the
base is abated away such that land ac-
counts for almost a third of the remain-
ing value.

By the third year of the shift:

e 84% of the city’s taxable parcels will
pay less in property taxes and 16%
will pay more

o the average annual decrease will be
$158 and the average annual increase
will be $831

o over 79% of the city will have nearly
its entire building value abated from
the property tax, with another 18%
having at least half of their building
value abated

o 89% of residential properties will pay
less than their current property tax,
and 11% will pay more, and

e 100% of vacant property will pay
more than under the current property
tax.

Increase or Decrease by Use Code
First Year
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As these figures above show, a universal
abatement will provide a significant ma-
jority of the city’s homes and small busi-
nesses with property tax relief, bringing
the benefits of homestead exemptions
and business tax credits but in a simpler
and more uniform—and universal— way.

Residents will be rewarded for maintain-
ing their homes while businesses will be
rewarded for reinvesting in their shops
and offices. These reductions in the ef-
fective tax burden combined with the
city’s existing amenities can serve as an
attractive advantage over other commu-
nities in the county.
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Providing a Fairer Property Tax

Under a universal abatement, the prop-
erty tax becomes progressive, reducing
the tax burden on the poorest sections of
the city by shifting to those benefitting
most from Reading’s public investments
and quality of life.

This can be seen by grouping all proper-
ties (excluding vacant) into quintiles
based on their total value.

o The first quintile (up to $24,200): 97%
pay less and only 3% pay more.

o The second quintile (up to $33,100):
Nearly 100% pay less.

e The third quintile (up to $41,700):
Nearly 100% pay less.

o The fourth quintile (up to $59,500):
Nearly 100% pay less.

o The fifth quintile (up to $16,459,000):
7% pay less and 93% pay more.

Increase and Decrease by Quintile
Excluding Vacant Lots, by First Year
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The poor, if they own any property at all,
live in low-valued properties in the first
quintile. A universal abatement therefore
can also be seen as useful policy to ad-
dress the challenges of poverty and hous-
ing affordability.

Because most low-valued properties fall
below the city median, these buildings
would see complete abatements while be-
ing left with generally low taxable land
values.
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