
Understanding the Pieces of the 
“Property Tax Cap” Puzzle 



History 
• The State Legislature and Governor Cuomo 

enacted legislation that establishes a “property 
tax cap” on the amount that a local government’s 
or school district’s property tax levy can increase 
each year (Chapter 97 of the Laws of 2011). 



FUNDING OF SCHOOL BUDGETS  
OVERVIEW AND CONCERNS 
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Main sources of revenue for funding of our 
educational programs this school year. 



• Historically, state aid is at its lowest level (compared to 
1998-99 when it reached 41.14% of the school 
budget). 

 
• This results in a greater percentage of the school 

budget needing support from local property taxes. 
 

Concerns 



Reality 

• Although the law has been touted as limiting property 
tax increases, what the cap really applies to is the tax 
levy, not to tax rates or individual tax bills.  

 
• Although the new law has been referred to as a “2% 

tax cap”, it does not in fact restrict any proposed tax 
levy increase to 2%. 



Does the new 2% tax cap law limit my school 
tax increase to 2%? 

• NO, the law does not prohibit tax levy increases greater 
than 2%. 

 
• The tax cap does not cap an individual’s school tax bill. 
 
• The percentage increases in individual tax bills are 

often different from percentage increases in the tax 
levy. 

 
 



What is a tax levy limit? 

• The highest allowable tax levy (before exceptions) that a school 
district can propose as part of its annual budget for which only 
the approval of a simple majority of voters (more than 50%) is 
required. 

 

• Any proposed tax levy amount above this limit will require 
budget approval by a supermajority (60% or more) of voters. 



How does the new law take into account the fact that 
some expenses are currently beyond a school district’s 
control? 

• By allowing for exemptions. 

 

• After a school district calculates its “tax levy limit,” it then adds 
exemptions into that amount, allowing a district to propose a 
tax levy greater than the amount set by the “limit” without 
triggering the need for approval by 60 percent of voters. 



These exemptions include: 
 •Voter-approved local capital expenditures;  

 

•Increases in the state-mandated employer contribution rates for 
teacher and employee pensions that exceed two percentage 
points; 

 

•Court orders/judgments resulting in any amount that exceeds 5 
percent of a district’s current levy.  

 

 



What happens if the budget does not pass? 
• If a proposed budget is defeated by voters, a school district – as 

in the past – has the option of putting the same or revised 
budget up for a revote, or adopting a contingent budget. 

 

• If a proposed budget is defeated twice by voters, the district 
must adopt a contingent budget.  

 

• Under the new law, a district that adopts a contingent budget 
may not increase its current tax levy by any amount – which 
would impose, in effect, a zero percent cap.  



The extent to which the new law results in 
the loss of educational programs will depend 
on levels of state education funding and 
whether state leaders offer meaningful 
mandate-relief measures to help control 
rising costs. 



The new tax cap legislation is likely to 
complicate the struggle to find 
meaningful tax relief and to build and 
sustain excellent school districts. 


