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The State-Local Fiscal Tension

The Mandate Dilemma The Fiscal Fallout
State legislatures and executive agencies frequently Unfunded mandates distort municipal resource allocation,
enact progressive policy goals, environmental forcing communities to prioritize those mandates over other
standards, or public service requirements with local community needs, which can lead to cuts in essential local
implementation expectations. services like schools, infrastructure, and public safety.

However, when the state mandates these actions

without providing corresponding revenue, it shifts the This structural tension drove Massachusetts to build a robust,

financial burden entirely onto local property taxpayers. statutorily protected legal boundary to defend local budgets.




The Core Constraint: Prop 22

PROPOSITION 2%z LEVY LIMIT STRUCTURE A Hard Ceiling on Local Revenue

Passed by Massachusetts voters in 1980, Proposition 2%z placed strict
statutory limits on the ability of local governments to levy property
taxes, which represents their primary funding source.

The statute enforces two primary controls on municipal tax growth:

Prior Year Base Limit + Growth

(Statutory Anchor) Mew Builds &
Lacal Votes

Levy Limit < 1.025 x Levy Limit _~+ New Growth

Additionally, the total tax levy cannot exceed the "levy ceiling" of 2.5% of the total

full and fair cash value of all taxable property in the community.




The Post-Prop 22z Fiscal Trap

Stripped Revenue Flexibility: Prior to 1980, municipalities could absorb state-imposed costs by adjusting local property tax rates upward. Prop

22 permanently revoked this local fiscal safety valve.

The Unsustainable Squeeze: Continued state mandates combined with rigid property tax caps created an immediate threat of local insolvency

or massive service cuts. Stagnating state aid only compounds these challenges.

The Imperative for Protections: Local leaders successfully argued that if the state imposes strict limits on municipal revenues, it must also

impose a matching restriction on state-mandated costs.




The Local Mandate Law Enacted

G.L. Chapter 29, Section 27C

Enacted by initiative petition alongside Proposition 2%, G.L. c.
29, § 27C (the "Local Mandate Law") became effective on

January 1, 1981.

The statute serves as the legal foundation of municipal
defense in Massachusetts, declaring that post-1980 state
laws, rules, or agency regulations that impose local costs are

conditional.

The Dual Compliance Pathways

To make any qualifying mandate effective against a city, town,
or regional school district, the Commonwealth must satisfy

one of two requirements:

Provide a direct state appropriation to fully fund the local

compliance costs.

Secure a voluntary vote of acceptance by the

municipality's local governing body.




MASSACHUSETTS MUNICIPAL ASSOCIATION STATUTORY PROTECTIONS

| The Three Statutory Pillars
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Pillar I: State Laws Pillar II: Tax Exemptions Pillar I1I: Regulations
Section 27C(a): Any general or special law Section 27C(b): Any post-1980 law granting Section 27C(c): Any administrative rule or
taking effect on or after Jan 1, 1981, that or increasing exemptions from local property regulation promulgated by executive
imposes a direct service or cost obligation, taxes requires the general court to fully fund agencies resulting in municipal costs is
is ineffective unless locally voted or state- and reimburse the lost local tax revenue. ineffective unless fully funded by state
funded. appropriation.
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Statutory Exceptions to the Law

0 Federal Mandates: State actions implementing or conforming to federal laws or regulations (e.g., Clean Water Act compliance) are exempt from

mandate protections.

0 Employment Conditions: Laws regulating local employee benefits, pensions, hours, or status are exempt if passed by a 2/3rds vote of both

chambers of the Legislature.

0 Court Judgments: Any cost resulting from a decision or order of a state or federal court of competent jurisdiction is not protected under Section

27C.

0 Incidental Overhead: Minor local administrative expenses that are strictly incidental to compliance do not trigger the state-funding obligation.




The Division of Local
Mandates

The State Auditor's Office

Under M.G.L. Chapter 11, Section 6, the State Auditor operates the

specialized Division of Local Mandates (DLM).

DLM acts as the independent, impartial "referee" between the state

legislature, administrative agencies, and cities and towns.

Led currently by State Auditor Diana DiZoglio, DLM conducts objective
legal and financial reviews to determine if state mandates are unfunded

and calculate their true cost burden.

DIVISION OF LOCAL MANDATES

OFFICE OF STATE AUDITOR DIANA DIZOGLIO

NEW STATE LAWS & EXECUTIVE AGENCY RULES

INDEPENDENT FISCAL & LEGAL EVALUATION §

Calculates Financial Burden & Structural Legality

UNFUNDED / BLOCKED

STATE-FUNDED / VOTE




MASSACHUSETTS MUNICIPAL ASSOCIATION ADMINISTRATIVE ENFORCEMENT

| The Mandate Petition Process
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Local Petition

A municipality, school district, or
legislative committee submits a written
request to DLM detailing the state law or
regulation.
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Legal Analysis
DLM attorneys analyze whether the
challenged rule changed existing law,

took effect after 1980, and imposes
direct service costs.

M
\/

Cost Valuation

DLM analysts gather actual municipal
data to project the statewide financial

impact of local compliance over a multi-

year period.

©
N\

Determination

Within 60 days, DLM issues a formal,
legally binding public determination. If
unfunded, it calculates the funding
deficiency.
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Enforcement & Superior Court

Access to Judicial Relief

While a DLM determination is an authoritative finding, the State Auditor
lacks direct enforcement power to cancel a state law. However, Section
27C(e) creates a powerful judicial mechanism.

Any affected municipality, or a group of just 10 taxable inhabitants,

may file a class-action lawsuit in Massachusetts Superior Court.

The Superior Court uses the DLM cost determination as prima facie
evidence of a state funding deficiency, and has the authority to order a

complete exemption from local compliance.




Landmark Case Applications

Case / Statute

State Policy Issue

DLM Legal Ruling

Municipal Outcome

Early Voting Laws

(G.L. c.54, § 25B)

MBTA Communities

(G.L. c. 40A, § 3A)

Firefighter Benefits

(Acts of 2018, c. 148)

Mandatory expanded voter polling
dates and hours.

Zoning requirements for multi-family
districts.

Presumption of occupational cancer
disability.

UNFUNDED MANDATE

Direct service costs incurred
post-1980.

NOT A MANDATE

Condition of state aid, no direct
service obligation.

EXEMPTION APPLIED

Governs terms of municipal
employment.

State required to reimburse
communities millions annually in
advance.

Communities must comply to maintain
eligibility for key housing grants.

Legislature bypassed funding using
constitutional exception.




MASSACHUSETTS MUNICIPAL ASSOCIATION ADMINISTRATIVE ENFORCEMENT

| Proactive Systemic Oversight

(ad

Fiscal Projections

Under Section 27C(f), the Legislature or
municipal leaders can request that DLM
model and project the financial impacts of

pending bills before they become law.
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Five-Year Reviews

DLM is statutorily mandated to review
existing state laws and agency rules every
five years to identify regulatory overreach
and recommend changes to the General

Court.

w

Systemic Advocacy

DLM issues comprehensive policy impact
studies, shining light on systemic issues like
PILOT funding disparities and underfunded

education transportation formulas.
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Strategic Lessons for Connecticut

1. Establish an Arbiter

Legislative self-policing fails: Any similar system needs an
independent executive or constitutional officer (similar to the MA
State Auditor's DLM) to act as an objective, third-party cost
calculator.

Without an authoritative, independent financial voice, legislative

debates over municipal fiscal notes remain highly politicized.

2. Guarantee Judicial Remedy

Laws must have teeth: Statutory mandate prohibitions require a
clear judicial enforcement mechanism. Local governments must
have a statutory right to seek immediate compliance exemptions in
court.

The threat of a court-ordered compliance exemption is the ultimate
leverage to ensure the state negotiates with local governments in

good faith.




Questions & Discussion

Massachusetts Municipal Association

Q@ 3center Plaza, Suite 350, Boston, MA
02108

iy
¥ www.mma.org
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