Germantown Central school district
Topics of interest from the superintendent
OCTOBER 7, 2011

TOPIC 1:  Explanation of the Property Tax Cap

In June of this year, the New York State Legislature enacted a “Property Tax Cap” designed to limit the tax burden on property owners in NY.  In this first year, our understanding of this new law and how it will be implemented continues to evolve.  The following Q & A format is intended to help explain the main provisions of this law.   As I continue to receive further clarification from the Office of the State Comptroller, Department of Taxation and Finance, State Education Department, Division of the Budget and the Governor’s office, I will share the additional information with you.  
Q. 1. What is the tax levy?
A. The tax levy is the total amount of money needed to be raised from local taxes to fund the Germantown Central School District budget after state aid and other revenue sources are taken into account. 
Q. 2. What is the New York State Property Tax Cap?
A. This is the amount of annual increase in the school district tax levy allowed by law.  The property tax cap may result in an allowable tax levy of 2% or the Consumer Price Index (CPI) whichever is lower.
Q. 3. Does the legislation limit the Property Tax Levy to a maximum 2% annual increase?
A. No.  Actually, when the formula that a school district must follow is applied, the allowable tax levy increase may calculate to greater than 2%.
Q. 4. Does the community vote on the “Property Tax Levy Limit?”
A. Not exactly.  The annual budget vote is on the school budget.  However, beginning in May 2012, the vote is also tied directly to the allowable tax levy resulting from the proposed budget.
Q. 5. What is the Consumer Price Index (CPI)?
A. CPI is a commonly used economic indicator for inflation.
Q. 6. What are some of the adjustments that are used in calculating the Tax Levy Limit?
A. In order to accommodate for growth in a school district, the tax levy is multiplied by a “tax base growth factor.”  The tax base growth factor is determined by the New York State Office of Real Property Tax Services and is designed to accommodate for growth as a result of new construction, additions and improvements to real property within a town.  Other adjustments include Payments in Lieu of Taxes 
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(PILOTs) and certain exemptions like pension increases that are greater than 2%. The legislation actually involves a complex eight step process for calculating the Tax Levy Limit.
Q. 7. Will Germantown Property Tax Levy be affected by any of the exemptions?
A. Not likely.  
Q. 8. If a district applies the formula correctly and the tax levy limit turns out to be greater than 2% does it require a supermajority (more than 60 percent) voter approval?
 A. No.  There are certain expenses that are exempt and are built into the formula created by the legislation.  These exemptions could result in a property tax levy of greater than 2%, but would still fall within the parameters set for in the property tax cap legislation. 
Q. 9. Does the public still vote on the budget?
A. Yes.  But, the Property Tax Cap legislation allows for one of two options for voter approval.
Option 1:  A proposed budget at or below the allowable Property “Tax Levy Limit” prescribed by law requiring voter approval by simple majority (50% + 1 voter)
Option 2:  A proposed budget above the allowable Property Tax Levy Limit requiring voter approval of at least 60% - a supermajority
Q. 10. When I go to vote, how will I know if the tax levy is above the Property Tax Levy Limit?
A. The Property Tax Cap requires the ballot to indicate in clear language if the budget up for adoption is higher than the Property Tax Levy Limit.
Q. 11. What happens if the voters reject the budget in May?
A. If voters do not approve the budget in May, the Board of Education has three choices
· to put the same budget up for a revote
· change the budget and put the revised budget up for a vote
· adopt a contingency budget.  
If the budget fails a second time the district must adopt a contingency budget.
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Q. 12. What are the consequences of adopting a contingency budget?
A. Under the Property Tax Cap law, the contingency budget has greater restrictions than we’ve seen in the past.  If we adopt a contingency budget we will not be able to take advantage of any of the exemptions prescribed by the law and we will not be able to increase the tax levy.  The tax levy must be identical to the previous year without any accommodation for inflation.
Q. 13. Will the tax cap affect my child’s education?
[bookmark: _GoBack]A. It depends. To some extent it will, but the challenge for us is to have the tax cap impact our district as little as possible.  In recent years we have adjusted to ever diminishing state aid through budget cuts that minimally impact instruction.  We will continue to do the best we can.

Q. 14. Does this mean my property taxes will increase less than 2 percent each year?
A. No. The Property Tax Cap law deals with the school district tax levy that is distributed among towns in the school district according to true market value, NOT the individual tax bill of property owners. 
As times goes on, we will gain greater understanding of how this new law will affect our budget and our district.  But, one thing is certain; our district will have to make some very difficult decisions about our ability to fund programs that matter to our students.  We must craft a budget that provides every student with the highest-quality education at a cost our community can support.  To achieve this balance we will need input from parents, students and teachers about the difficult decisions we will have to make.
As we look ahead, the future of the Germantown Central School District ultimately will be determined by how well we plan in response to the certainty of diminishing resources.  
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