Statement for the Record
Of the Public Finance Network
To the Senate Committee on Finance
For the Hearing on “Tax Tools for Local Economic Development”
July 30, 2024

On behalf of the undersigned organizations who represent members of the Public Finance Network, we
write today in strong support of the testimony by C. LaShea Lofton, Deputy City Manager of the City of
Dayton, testifying for the Government Finance Officers Association, and in appreciation for this
committee’s longstanding bipartisan support for tax-exempt financing.

In her testimony, Ms. Lofton shared two key points for the Committee’s consideration:

1) The tax exemption of municipal bonds should be fully maintained as a critical tool for states,
local governments, and nonprofits to invest in the vital infrastructure that supports local
community needs; and

2) Enacting federal bond modernization provisions will further enhance this financial tool and
unlock additional infrastructure investment in urban, suburban, and rural communities.

As a coalition of organizations united to preserve the state and local use of tax-exempt bonds, we could
not agree more strongly.

For more than a century, states, local governments, and nonprofits have financed infrastructure and
community improvement projects using tax-exempt municipal bonds. This infrastructure makes possible
nearly every aspect of daily life and is critical in building and maintaining a strong economy for every
citizen and business in the country. In the last decade alone, $2.7 trillion in municipal bonds have been
used to finance more than 80,000 new projects nationwide.! These include roads, bridges, public transit,
ports, airports, parks, affordable housing, water and wastewater facilities, schools, libraries, town halls,
nonprofit hospitals and clinics, colleges and universities, electric power and gas facilities, fire houses, and
police stations. Overall, nearly three-quarters of the nation’s core infrastructure is financed with municipal
bonds.?

Municipal bonds are approved either by locally elected or state appointed officials or directly through
bond referenda. And it is residents and businesses of these communities who ultimately pay the interest
and principal on this debt. These important links between citizen and public finance foster prudent
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decision-making and explain why municipal bonds are overwhelmingly supported nationwide. In Texas
alone, for example, of 5,374 bond referenda considered in the last 25 years, voters approved 4,023.°

Municipal bonds are also incredibly secure, well-understood investments that are vital to U.S. finance.
With a default rate of just 0.09% (compared to 2.23% for corporate securities)*, banks, credit unions, life
insurance, and property and casualty companies hold more than $900 billion in municipal bonds to meet
stringent capital requirements, and nearly $2.9 trillion are held by individual investors — almost 75 percent
of which are 55 or older’ — to provide secure, steady income for household needs.

Imposing a federal tax on municipal bond interest would increase the cost of borrowing for every state
and local project currently financed with tax-exempt bonds. The tax exemption on municipal bonds saves
issuers and borrowers an estimated $80 billion each year in borrowing costs on the $4 trillion of
municipal bonds currently outstanding (assuming a roughly 200 basis point spread between tax-exempt
and comparable taxable rates on municipal bonds). Were the tax-exemption for municipal bonds revoked,
that would mean at least $800 billion of additional interest expense that would either need to be raised
through additional taxation or cut from communities’ planned infrastructure investments. Any lost savings
would translate to more money paid purely for additional interest expenses and less investment in
infrastructure for our local communities.

Further, Congressional action to revive the tax-exemption for advance refunding and to liberalize the
small borrower rules would unlock further savings and access to capital for thousands of governmental
and non-profit borrowers.

As examination and deliberation continues on ways to reform our federal tax code and improve our
country’s infrastructure, we reiterate our support for preserving the current laws governing the tax-exempt
status of municipal bonds. Cost-effective financing is essential in supporting our economy and building
our nation’s infrastructure. Tax-exempt municipal bonds are a proven mechanism to accomplish this
task. We urge members of Congress to continue supporting the tax-exemption for municipal bonds
and to advance proposals that would support our critical market and expand the financing tools
available to our communities.

Sincerely,

Government Finance Officers Association, Emily Swenson Brock, 202-393-8467
American Public Gas Association, Joshua St. Pierre, 202-464-2742

American Public Power Association, John Godfrey, 202-467-2929

American Public Transportation Association, Ward W. McCarragher, 202-819-4895
American Society of Civil Engineers, Eleanor Lamb, 202-789-7850

Association of School Business Officials International, Elleka Yost, 866-682-2729
American Securities Association, Jessica R. Giroux, 518-469-1565

Association of Metropolitan Water Agencies, Dan Hartnett, 202-331-2820
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Bond Dealers of America, Brett Bolton, 202-204-7900

Council of Development Finance Agencies, Eric Silva, 202-930-1437

International City/County Management Association, Amber Snowden, 202-460-2280

International Municipal Lawyers Association, Amanda Karras, 202-466-5424

Large Public Power Council, J.W. Thurber, 531-226-3056

National Association of Bond Lawyers, Brian Egan, 202-503-3290

National Association of College and University Business Officers, Ashley Jackson, 202-861-2522
National Association of Counties, Paige Mellerio, 202-942-4272

National Association of Health and Educational Facilities Finance Authorities, Chuck Samuels, 202-434-7311
National Association of State Auditors, Comptrollers and Treasurers, Cornelia Chebinou, 202-624-5451
National Association of State Treasurers, Dillon Gibbons, 916-290-3741

National Community Development Association, Vicki Watson, 540-656-9552

National Council of State Housing Agencies, Garth Rieman, 202-624-7710

National League of Cities, Irma Esparza Diggs, 202-626-3176

The United States Conference of Mayors, Dave Gatton, 202-957-6530



