
 

 

Proposed Amendments to the Tax Cap 
There is no doubt that New York’s school districts have respected the tax cap, just as they respect 
their taxpayers. In the last three years, an average of 95 percent of districts have proposed budgets at 
or below their cap. In fact, schools listened to their voters and restrained spending and taxes prior to 
the implementation of the cap: in the three years before 2012-13, the average annual school district 
spending increase was 1.7 percent and the average tax levy increase was 2.9 percent.   
 
When school districts presented their 2015-16 budgets to voters this spring, just 18 asked for an 
override, meaning more than 97 percent of districts statewide proposed a budget with a tax levy at 
or below their limit. Because of the significant school aid increase included in this year’s state 
budget, school districts will be able to keep their tax levy growth to the lowest level in more than ten 
years.  
 
But as we enter year four of the tax cap, we now have a solid understanding of what has worked well 
and what has not. The following are recommendations that, if enacted, would help school districts 
more effectively navigate the tax cap; to the benefit of both taxpayers and students alike. 
 
Account for enrollment growth in the tax cap calculation  

There is no mechanism within the tax cap calculation to adjust for enrollment growth and associated 
cost increases. Nearly a third of school districts across New York State have experienced enrollment 
growth in recent years. The tax cap has no mechanism to adjust for those additional students. 
Despite recent state aid increases, foundation aid has not been permitted to reflect changes in 
enrollment. The tax cap calculation should include a student growth index, similar to the tax base 
growth factor, with a realistic trigger for when schools face greater costs associated with an increased 
number of students and their needs. 
 
Redesign the budget ballot so that any proposal beyond the capped levy amount is put 
forward as a separate proposition requiring simple majority approval 

School districts seeking to exceed their tax cap are the exception, not the rule.  However in the rare 
instances it occurs, it should be less burdensome. Under this proposal: 
 

• All school districts would calculate a tax levy cap as they do under the current law 
• Districts would be required to propose a “basic budget” that stays within their cap as a first 

ballot question  
• Districts would have the option of proposing a separate ballot question for an override 

amount to fund specific budget items  
 

This specific override question would require a simple majority vote, similar to Massachusetts, New 
Jersey and Wisconsin. In fact, New Jersey lowered its 60 percent override threshold to a simple 
majority in 2010. This recommendation continues the direct influence voters have on school 
budgets, adds transparency by making a clear connection between an override amount and its 
purpose and could save the time and expense of a second budget vote. 
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Include PILOTs in the tax base growth factor  

The tax cap calculation does not allow districts to recognize any benefit from new construction and 
a broadened tax base when the growth is associated with a payment-in-lieu-of-taxes (PILOT). This is 
especially problematic because growth and development related to a PILOT often causes the need 
for additional school services due to enrollment increases, whether that be directly with a new 
apartment complex or indirectly when a business creates new jobs. 
 
Further, the existing interpretation runs counter to the very reason PILOTs are offered to 
companies and other entities; so that everyone in the community can benefit from the broadened 
tax base.  The best way to remedy this is to definitively recognize the new construction in the tax 
base growth factor in the cap calculation as soon as the PILOT comes online. 
 
Address instances where a district’s tax cap is negative 

A district’s maximum allowable tax levy limit can result in a negative change from the prior year 
when districts have a new PILOT agreement or when local capital expenditures decrease. A negative 
change in the tax levy limit is a dramatic fluctuation for a district and its taxpayers.  
 
Under the current law, this puts districts in the position of needing a supermajority approval to even 
decrease taxes at certain levels, let alone increase them at all. This undermines the public’s ability to 
understand school finances and the true consequences of a budget vote. It complicates planning and 
stability for a school district. For example, Northeastern Clinton CSD proposed a budget for 2015-
16 that included just a 2% tax levy increase. They received support from a clear majority of their 
voters, 58% to be exact. But their budget was defeated because their tax cap was -2%. In fact, this is 
the second year in a row that their tax cap was negative. The district is now faced with the real 
possibility of a restrictive contingency budget because of a tax cap formula that produced a negative 
number. The law should provide for a floor of zero percent in the change of the levy – giving 
districts the ability to, at least, keep taxes flat from year-to-year. 
 
Count BOCES capital costs in the capital exclusion  

Boards of Cooperative Educational Services (BOCES) work collaboratively with school districts to 
provide valuable educational services to students. The current tax cap formula does not include an 
exclusion for school district costs related to construction or renovations at BOCES facilities. This 
significantly impairs the ability of districts and BOCES to work together to invest in modernizing 
shared learning facilities. This is especially important to correct given the increased emphasis on 
career and technical education and the role it plays in the success of students and our economic 
competitiveness. BOCES construction costs should be counted as part of the tax cap’s existing 
exclusion for local capital expenditures. 
 


