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IN THE SUPREME COURT OF PENNSYLVANIA 

WESTERN DISTRICT 
 
 

CITADEL DEVELOPMENT COMPANY 
 
 
                 v. 
 
 
BOARD OF ASSESSMENT APPEALS OF 
ERIE COUNTY AND COUNTY OF ERIE 
 
 
APPEAL OF:  CITADEL DEVELOPMENT 
COMPANY 

: 
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: 
: 
: 
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: 
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No. 30 WAP 2001 
 
Appeal from the Order of the 
Commonwealth Court entered April 3, 
2000, at No. 2065CD1999, vacating the 
Order of the Court of Common Pleas of 
Erie County, Civil Division entered July 9, 
1999 at Nos. 14120, 14121, 14122, 
14123, 14124, 14125of1996. 
 
751 A.2d 1272 (Pa. Cmwlth. 2000) 
 
ARGUED:  March 4, 2002 

 
 

OPINION 
 
 
MR. JUSTICE EAKIN    DECIDED:  JULY 22, 2003 

  Citadel Development Company, a real estate developer that built residential 

dwellings in a deteriorating area of Erie, challenges the property tax assessments for its 

dwellings.  Citadel contends the appellees reduced applicable tax exemptions by applying a 

method not included in the Improvement of Deteriorating Real Property or Areas Tax 

Exemption Act (IDRPA), 72 P.S. § 4711-101, et seq., and local ordinances.   

Section 4711-302(a) of the IDRPA provides: 
 
 (a) Each local taxing authority may, by ordinance or resolution, exempt from all real 

property taxation the assessed valuation of any residential construction built in a 
deteriorating area from and after the effective date of this article in the amounts and 
in accordance with the schedule and limitations hereinafter provided.   

72 P.S. § 4711-302(a). 
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 Section 4711-303(a)(1),(b) of the IDRPA provides: 
  

(a) A local taxing authority granting a tax exemption pursuant to the 
provisions of this article may provide for tax exemption on the assessment 
attributable to the actual cost of construction of the new dwelling unit in 
accordance with one of the following schedules:  
   
(1) For the first, second and third year for which said newly-constructed 
dwelling unit or units would otherwise be taxable, one hundred per cent of the 
eligible assessment shall be exempted; after the third year the exemption 
shall terminate; 

 
* * * 

 
(b) The exemption from taxes shall be limited to the assessment valuation 
attributable to the cost of construction of the new dwelling unit not in excess 
of the uniform maximum cost per dwelling unit specified by the municipal 
governing body. The exemption shall commence in the tax year immediately 
following the year in which the building permit is issued. No tax exemption 
shall be granted under the provisions of this article for the construction of any 
dwelling unit in excess of the uniform maximum cost specified by the 
municipal governing body.  

 
72 P.S. § 4711-303(a)(1),(b).  
 
 Erie County adopted Ordinance 59 implementing the exemptions allowed by IDRPA 

in 1980.  Previously the City of Erie implemented the same in Ordinance 60-1478, 

November 15, 1978; the Erie School District did so by Resolution of July 17, 1979.  The 

ordinances and resolution contain identical language.  Ordinance 59 provides:  

There is hereby exempted from all property taxation, the assessed valuation 
of improvements to deteriorated commercial and residential properties and 
the assessed valuation of new residential construction, in accordance with 
the provisions and limitations hereinafter provided. 
 

Erie County Ordinance No. 59, 1980, § 2.  

 The maximum exemption permitted for new residential construction under Ordinance 

59 is limited:  
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(a) 2. New Residential Construction:  To that portion of the additional 
assessment attributed to the actual cost of construction, but not in excess of 
the maximum cost per dwelling unit as specified in sub-section (b) of this 
section. 
 

* * * 
 
(b) The maximum cost per dwelling unit eligible for exemption shall be … 
$15,936.00 per dwelling unit on the assessment attributable to the actual cost 
of improvements constructed during 1978 and … $50,000.00 per dwelling 
unit on the assessment attributable to the actual cost of new construction 
constructed after the effective date of this Ordinance.  Maximum cost for 
improvements constructed during each year thereafter shall be the maximum 
cost for the preceding year multiplied by the ratio of the United States Bureau 
of the Census new one-family houses price index for the current year to such 
index for the preceding year.  The date of the construction shall be the date 
of issuance of the building permit, improvement record or other required 
notification of construction.  No tax exemption shall be granted under the 
provisions of this article for any improvements to any dwelling unit in excess 
of the maximum cost specified above.  This limitation shall not apply to non-
residential, industrial, commercial or other business properties which are 
eligible for exemption under this Ordinance. 

Erie County Ordinance No. 59, 1980, § 3(a)(2),(b). 

 The schedule for real estate taxes to be exempted shall be as follows: 

* * * 
2. New Residential Construction: For the first three (3) years during which the 

improvement becomes assessable, 100% of the eligible assessment shall 
be exempted. 

Erie County Ordinance No. 59, 1980, § 4(a)(2). 

When properties in Erie County are assessed, the common level ratio (CLR) is 

utilized; the CLR is the ratio of assessed value to current market value as determined by 

the State Tax Equalization Board (STEB).  See 72 P.S. § 5342.1. It is a device by which a 

taxing authority equalizes assessments from different years to a base year, i.e., the year of 

the most recent countywide reassessment.  See id.  Adjusting the cost of construction to 

base year dollars ensures assessments are applied equally to construction that happened 

years apart.   
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Citadel claims the taxing body here applied the CLR to the IDRPA exemption, 

reducing it in violation of the Ordinance; Citadel argues that use of the CLR to reduce the 

exemption ignored the language of the IDRPA and Ordinance 59, which explicitly state the 

exemption applies to 100% of the eligible assessment for the first three years in which the 

new construction would otherwise be taxable.  See 72 P.S. § 4711-303(a)(1); Ordinance 

59, § 4(a)(2).     

The trial court held Citadel was correct, and the method used to calculate the 

exemption was contrary to Ordinance 59.  In its Second Amended Findings of Fact, 

Conclusions of Law, and Order, the trial court stated: 
  
Neither the enabling statute nor the ordinance permits use of the common 
level ratio in calculating the exemption.  The common level ratio was 
established in 1982, after these ordinances were adopted, and none of the 
ordinances were amended to incorporate use of the common level ratio.  Use 
of the common level ratio in calculating the exemption is contrary to the 
enabling statute and the ordinance. 

Trial Court Second Amended Findings of Fact, 7/9/99, at 16-17.  The trial court also held 

the IDRPA exemption applied to improvements only, not the underlying land.  The trial 

court calculated the exemptions on these properties, and found the improvements were 

entirely exempt from real estate taxes in 1996 and 1997. 

 The County appealed to the Commonwealth Court, which vacated the trial court's 

ruling on the method of calculating the IDRPA exemption and remanded for recalculation 

using the CLR.  The Commonwealth Court reasoned it was proper to apply the CLR 

because the assessed value would otherwise be zero unless construction exceeds 

$400,000, stating: 
 
 [T]he County's method of calculating the amount by applying the STEB ratio 

to the exempt cost of construction was the proper method.  This alternative 
argument relies on the interpretation of Section 3(b) of the Ordinance….  The 
County states that it "has been uniformly adjusting the maximum exemption 
specified in the County's Ordinance by the common level ratio applicable to 
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the year of exemption in order to approximate the maximums in 1996 
dollars." … The County attacks Citadel's method, which it contends allows 
homeowners to exempt far more than the amount of the exempt construction 
costs. 

  
 The specific issue here centers on whether the exemption amount should be 

subtracted from the fair market value (cost of construction) or from the 
assessed value.    The following example illustrates the different arguments 
presented by the parties.  Based on a current exemption of approximately 
$80,000, the County contends that the $80,000 applies to the cost of 
construction, while Citadel contends that amount applies to the assessed 
value. 

 
 If we assume a cost of construction of $200,000 and a common level ratio of 

20%, the assessed value before the exemption is $40,000 ($200,000 X .20).  
By taking 20% of the current exemption amount, which would be $16,000 
($80,000 X .20) and subtracting that amount from the assessed value before 
exemption, we arrive at an assessed value of $24,000 ($40,000 - $16, 000), 
which reduces the assessment by the amount of the assessment attributable 
to the exempt cost of construction.  An alternate way of applying the method 
used by the County is to subtract $80,000, the exempt construction cost, 
from the total construction cost of $200,000, and then to apply the common 
level ratio to arrive at an assessed value of $24,000 ($200,000 - $80,000 = 
$120,000 X .20 = $24,000).  This is the method used by the County. 

  
 However, if we use the method that Citadel suggests, the assessed value 

after exemption would be zero in every case unless the construction costs 
exceeded $400,000 ($400,000 X .20 = $80,000).  Section 3(b) of the 
Ordinance states that "[t]he maximum cost per dwelling unit eligible for 
exemption shall be … $50,000 per dwelling unit on the assessment 
attributable to the actual cost of new construction…." 

 
 In referring to the maximum cost eligible for exemption, the ordinance 

exempts $50,000 of the cost of construction.  It does not exempt $50,000 of 
the assessed value, as contended by Citadel.  Furthermore, Citadel's 
suggested method does not give any weight to the language of Section 3(a)2 
of the Ordinance limiting the exemption to that portion of the additional 
assessment attributable to the actual cost of construction, not in excess of 
the maximum cost eligible for exemptions.  Moreover, "[i]t is well established 
that a statute exempting persons or property from taxation must be strictly 
construed against the taxpayer."  Hydrusko [v. County of Monroe], 699 A.2d 
[828,] 831 [(Pa. Cmwlth. 1997), appeal denied, 704 A.2d 1383 (Pa. 1997)]; 1 
Pa.C.S. § 1928(b)(5).  Therefore, we vacate the trial court's ruling on this 
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issue and remand the matter for the proper calculation of Citadel's exemption 
amount. 

Citadel Development Company v. Board of Assessment Appeals of Erie County,  No. 2065 

C.D. 1999, unpublished memorandum at 5-7 (Pa. Cmwlth. filed April 3, 2000). 

Neither the facts nor the applicable statutes are in dispute; this appeal focuses 

entirely on the proper calculation of the IDRPA tax exemption which rests on the 

interpretation and application of Ordinance 59 and the IDRPA.  Accordingly, our review is 

plenary.  Thornburgh v. Lewis, 470 A.2d 952, 953 (Pa. 1983).  Statutes which exempt 

property from taxation must be strictly construed against the party claiming the exemption.  

See 1 Pa.C.S. § 1928(b)(5); Lehigh Valley Cooperative Farmers v. Commonwealth, Bureau 

of Employment Security Department of Labor and Industry,  447 A.2d 948, 950 (Pa. 1982).   

Section 4711-303(a) allows an exemption "on the assessment attributable to the 

actual cost of the construction."  Section 4711-303(b) allows the taxing body to establish a 

ceiling on the cost of construction to which the exemption may be applied.  Ordinance 59 § 

3 (b) originally set that ceiling at $50,000, but it is adjusted each year using a cost of living 

index; the maximum eligible cost rose to $76,861 for 1996, $78,297 for 1997, and $80,964 

for 1998, the three years at issue.   However, the ordinance used the phrase: "The 

maximum cost per dwelling unit eligible for exemption shall be … $50,000.00 per dwelling 

unit on the assessment attributable to the actual cost of new construction…."  Erie County 

Ordinance No. 59, 1980, § 3(b) (emphasis added).  This seems to say the maximum cost 

eligible for exemption shall be $50,000 on the assessment attributable to the cost, which is 

at best circular and near tautological; the phrase resists clear understanding.   

Given the wealth of applicable acronyms, clauses, and concepts, it is little wonder 

both sides advance an arguable position, but we must agree with the reasoning of the 

Commonwealth Court.  The Ordinance states "the maximum cost… eligible for exemption 

shall be…. $50,000," as appellees state.  Citadel's contention is based on the second part 
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of this phrase, which it contends means, "the maximum exemption shall be $50,000".  This 

interpretation does not explain the words preceding the establishment of the maximum.  

The Ordinance does not say the maximum exemption shall be $50,000; it says the 

maximum cost eligible for exemption shall be $50,000.  The words following the amount, 

which mirror the enabling language of § 4711-303 (b), may muddy the issue, but they do 

not undermine this purposeful language. We also note subsequent language in the 

Ordinance: "No tax exemption shall be granted under the provisions of this article for any 

improvements to any dwelling unit in excess of the maximum cost specified above."  Erie 

County Ordinance No. 59, 1980, § 3(b).  This reaffirms the Ordinance's purpose of applying 

the ceiling to the cost of the improvement, not the assessment based on that cost.   

Thus, IDRPA and Ordinance 59 exempt the assessment attributable to costs up to 

the stated ceiling; the assessment attributable to costs over that amount is not exempt. 

These enactments do nothing to affect how the assessments are calculated - indeed, that 

methodology will invariably change with time and circumstance.  These enactments 

establish the calculation of the exempted portion of the assessment, i.e., what fraction or 

percentage of the assessment is exempt; calculation of that percentage or fraction stays 

the same no matter how the total assessment itself is determined.  If the total cost is less 

than the ceiling in Ordinance 59 § 3(b), the entire additional assessment is attributable to it 

(the percentage is 100%), and is exempt.  Where the total cost exceeds that ceiling, the 

portion of the total cost that the ceiling represents is exempt.  It does not matter what 

method of assessment is used; it is the ratio of the ceiling to the total cost that is relevant 

and determinative. 

For example, a $200,000 improvement would be assessed by the prevailing method; 

with a $50,000 ceiling under Ordinance 59 § 3(b), one fourth of the total assessment 

($50,000 of the $200,000 on which the assessment is based) would be exempt.  If the total 
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cost were $100,000, half would be exempt; if the total cost were $250,000, one-fifth would 

be exempt, and so on.  

The CLR does not affect this ratio; whether the CLR is applied before or after this 

determination, or whether the CLR is applied at all, the ratio will be the same.1  CLR or no 

CLR, it is the ratio of the ceiling to the cost of new construction that is made relevant by the 

ordinance. The fraction that is exempt has as its numerator the ceiling, and the cost of 

improvement is the denominator.  That fraction is established by the ordinance.  The 

resulting exemption will be the same regardless of the CLR.  That is, the CLR may reduce 

the final assessment, but it does not affect the portion of that assessment eligible for 

exemption. 

Citadel claims the CLR was not in existence when the ordinance and statute were 

enacted, and cannot therefore be within the contemplation of those laws, which is true.  

However, the CLR is used to level a property's assessment, not reduce the amount of  

exemption.  Its existence when the exempting laws were enacted is neither determinative 

nor germane to the present issue.           

Therefore, the Commonwealth Court did not err in vacating the trial court's ruling 

regarding the method of calculating the IDRPA exemption and in remanding for the proper  

                                            
1 The logic of basic algebra, shows us that (A x B) - (A x C) = A(B - C).  In present terms, 
(CLR x cost) - (CLR x ceiling) = CLR (cost - ceiling). The left half of this equation is the 
County's methodology for determining the non-exempt assessed value; the right half shows 
application of the CLR as in the Commonwealth Court's example.  Whether the CLR is a 
factor before or after the subtraction, the result must be identical.  If it were not to be used 
as a reducing decimal at all in this formula, as Citadel contends, then CLR = 1; the result is 
still the same. 
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recalculation of Citadel's exemption using the CLR to calculate the exemption amount.   

Accordingly, we affirm the Commonwealth Court's order. 

Order affirmed. 

Former Chief Justice Zappala did not participate in the decision of this case. 

 Madame Justice Newman files a dissenting opinion in which Mr. Justice Castille 

joins. 

 

 


