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Munis in Your Community



Calls to Eliminate the Tax Exemption of Munis

• May 2024 report, “Five Rules for Fiscally Responsible, Pro-Growth Tax Reform” the Heritage Foundation calls the 
exemption for tax exempt bonds “ripe for repeal.” Heritage argues that tax-exempt municipal bonds are crowding out private 
borrowers and that repeal would “boost the private economy and enable companies to invest more in things such as new 
factory equipment, product research, and other initiatives that expand worker productivity, wages, and consumer choice.”

• Likewise, as part of a collected set of proposals in “Solutions Initiative 2024: Charting a Brighter Future,” the conservative 
American Enterprise Institute calls for repeal as does the more liberal Progressive Policy Institute, the latter arguing that 
“most of the benefits from these tax breaks are captured by higher earners rather than by the state and local governments they 
are supposed to support.” 

• CATO Institute has noted on several occasions the inefficiency of the tax exemption. In particular, “Municipal bond tax 
exemption. Interest on state and local government bonds is tax-free under the income tax, which is a benefit slanted toward 
high earners. Repealing the exemption would reduce deficits by about $40 billion a year and improve investment efficiency.”

We’ve seen this before…
• Among deficit reduction recommendation made in 2010 National Commission on Fiscal Responsibility and Reform was to 

tax interest on newly issued state and municipal bonds.

• Obama Administration proposed 28% cap to limit certain tax benefits, including exemption for municipal bonds

https://www.heritage.org/taxes/report/five-rules-fiscally-responsible-pro-growth-tax-reform
https://www.heritage.org/taxes/report/five-rules-fiscally-responsible-pro-growth-tax-reform
https://www.heritage.org/taxes/report/five-rules-fiscally-responsible-pro-growth-tax-reform
file:///C:%5CUsers%5Cjgodfrey%5CDownloads%5CPGPF_Solutions_Initiative_2024_Full_Report.pdf
https://www.washingtonpost.com/wp-srv/politics/documents/TheMomentofTruth.pdf
https://www.washingtonpost.com/wp-srv/politics/documents/TheMomentofTruth.pdf


The Public Finance Network



City of Madison Resolution

• The Municipal Bond Market underpins over 
$4 Trillion of infrastructure across the United 
States. 90% of the cost of construction of 
public assets is borne by State and Local 
Governments.

• The Municipal Bond Market makes our 
communities livable and commerce 
possible. Projects financed include some of the 
nation’s largest infrastructure projects, but the 
majority fund routine, but critical investments 
made by small towns and rural communities.

• Loss of the Municipal Bond tax-exemption will 
cost every community over $825 billion in 
increased borrowing costs and 
correspondingly every American household 
$6,500 and more in rate increases.



Three key Takeaways – BuiltByBonds.com 
• The Municipal Bond Market underpins over $4 Trillion of infrastructure 

across the United States. 90% of the cost of construction of public 
assets is borne by State and Local Governments.
• The Municipal Bond Market makes our communities livable and 

commerce possible. Projects financed include some of the nation’s 
largest infrastructure projects, but the majority fund routine, but critical 
investments made by small towns and rural communities.

• Loss of the Municipal Bond tax-exemption will cost every community 
over $825 billion in increased borrowing costs and correspondingly 
every American household $6,500 and more in rate increases.


