
 

 

S.3969 (Seward) / A.226 (Lupardo) 

An act to amend the education law, in relation to limitations upon school district tax levies 
 
 
The New York State School Boards Association strongly supports the above referenced legislation and 
urges its immediate enactment. 
 
These bills would ensure that a school district tax levy cap could not be less than the taxes levied in the 
previous school year, meaning no negative tax caps for school districts. By doing so, the bills would create a 
floor of 0% for school district tax caps. 
 
When the tax cap was first enacted in 2011, it was advertised as a way to restrict growth of property taxes. In 
order to do so, the cap was connected to the previous year’s inflation rate (CPI) or 2%, whichever was less. 
However, that growth factor is just one of at least eight steps that a school district must go through in order 
to calculate their own district-specific tax cap. When accounting for all those factors, a district may end up 
facing a negative tax cap. This means a district would have to cut their tax levy simply to propose a tax cap 
compliant budget. 
 
In fact, an average of 15 school districts faced a negative tax cap each year from 2012-13 through 2015-16. In 
2016-17, the number of districts with a negative tax cap ballooned to nearly 90. One out of every eight school 
districts across the state has a negative tax cap for 2016-17. For the upcoming 2017-18 school year, we 
anticipate the number of districts facing a negative tax cap to again be in the double digits. 
 
This is problematic for a number of reasons. First, the specter of negative tax caps can act as a disincentive to 
school districts finding efficiencies and savings within their budget. One of the leading causes of negative 
caps is the paying-down of debt service on construction projects and other capital borrowing. When able, 
districts can make advance payments against existing debt in order to use those savings to support programs 
and services that directly benefit students in the classroom. However, if and when a district does this, there is 
a dollar for dollar reduction in their tax cap calculation. So those savings are effectively lost and, if the 
reduction is large enough, can result in a negative tax cap for such districts. 
 
Second, if a school district is receiving new or additional payments-in-lieu-of taxes (PILOTs), those funds 
can, by itself, push a district’s tax cap in to the negative. It is important to note that PILOT payments do 
represent real revenue for school districts. However, school districts rarely, if ever, have any formal role in the 
negotiations for PILOT agreements. Also, by their very nature, PILOT agreements generally result in 
payments that are lower than what actual property tax amounts would otherwise provide.  
 
Lastly, a negative tax cap can be confusing for voters and complicates their ability to engage in the school 
budget process. The public regularly hears that school districts have a 2% tax cap and a 60% supermajority is 
needed to approve anything higher. But a negative tax cap means that same supermajority would be needed 
just to keep taxes flat or even decrease taxes by an amount less than what a negative tax cap would allow. 
 
This legislation would help address the difficult situation school boards have too often faced when having a 
negative tax cap: cut their tax levy and the programs and services those funds support simply to propose a tax 
cap compliant budget or ask their voters for an override. These bills correct this scenario while continuing the 
important goal of protecting taxpayers. 
 
Therefore, NYSSBA strongly supports the above referenced legislation and urges your approval. For 
additional information, please contact NYSSBA Governmental Relations at 518-783-0200. 


