
ASA Infrastructure  
Modernization Agenda 

The American Securities Association1 supports a broad infrastructure policy. Infrastructure is an 
investment in our future, not an expense. This investment creates jobs and stimulates economic 
growth. It also protects public health and the environment while improving the quality of life for 
families across the United States. Municipal bonds, issued by state and local governments, are a 
critical part of this infrastructure modernization investment. They provide funding for hospitals, 
schools, bridges, highways, affordable housing, water treatment, and clean energy facilities across 
America. Municipal bonds are especially important to state and local governments facing 
unprecedented challenges due to the COVID-19 pandemic.  

Maintain the Municipal Bond Interest Tax Exemption. 

The interest paid on municipal bonds is exempt from federal taxes and sometimes state and 
local taxes as well. There is a strong economic justification for the tax exemption of municipal 
bonds as it encourages state and local governments to invest in infrastructure projects that bring jobs 
to local communities. This tax exemption has served this country well for over 100 years and it 
should continue to be a pillar of America’s infrastructure policy. 

Avoid Legislating a Federal Infrastructure Bank. 

Large infrastructure projects that cross state lines require partnership between federal and state and 
local governments. These projects provide a federal benefit to numerous states and include those that 
modernize interstate highways or power grids with multi-state implications. ASA believes the federal 
government can shepherd these projects and encourage the use of taxable municipal bonds to finance 
them, rather than creating a federal infrastructure bank. Our members have a long history financing 
these projects and stand ready to do so as America modernizes its roads, bridges, and power grids. 

Reinstate Advance Refundings for Municipal Bonds. 

Advance refunding refers to the withholding of a new bond issue’s proceeds for longer than 90 days 
so they can be used to pay off the obligations of outstanding bonds. Tax-exempt advance refunding 
bonds allowed states and localities to refinance existing debt with the greatest flexibility, resulting in 
substantial reductions in borrowing costs. Municipalities typically use advance refundings to lower 
borrowing costs and to take advantage of lower interest rates. The elimination of tax-exempt advance 
refundings in the 2017 Tax Cuts and Jobs Act limited the options for state and local governments to 
refinance debt and has resulted in higher costs for taxpayers.  

1 The American Securities Association (ASA) is a trade association that represents the retail and institutional capital markets 
interests of regional financial services firms who provide Main Street businesses with access to capital and advise hardworking 
Americans how to create and preserve wealth. The ASA’s mission is to promote trust and confidence among investors, facilitate 
capital formation, and support efficient and competitively balanced capital markets. The ASA has a geographically diverse 
membership base of almost one hundred members that span the Heartland, Southwest, Southeast, Atlantic, and Pacific Northwest 
regions of the United States. 



Renew Build America Bond Program. 

Created during the 2009 financial crisis, Build America Bonds (BABs) functioned like municipal 
bonds, except that BABs were taxable bonds that gave either a 35 percent direct federal subsidy to 
the borrower or a federal tax credit worth 35 percent of the interest owed to the investor. From 
2009-2010, over $180 billion BABs were issued, and the program was extremely attractive to a 
wide range of investors. It was also utilized by issuers across the country to improve life in their 
communities, until it was ended by sequestration. ASA believes the renewal of the BABs program, 
which is not subject to sequestration reductions, would help to support broader infrastructure 
investment policy objectives, especially those associated with larger multi-state projects. 

Ensure Municipal Bonds Continue to Promote Environmental and Social Objectives. 

Municipal bonds have always promoted sustainable development and the public good by funding 
environmental and social projects in communities across the country. Important examples of these 
financings include public health, clean water, affordable housing, food security, renewable energy, 
and public education, among other things. Municipal bonds provide a gateway to local socially 
responsible investing for long-term investors. Our members have played a leading role in the 
financing of these projects and they will continue to support them as America’s infrastructure is 
modernized.  

Expand the Threshold for Municipal Bonds to be Bank-Qualified. 

Historically, banks were the major purchasers of tax-exempt bonds. However, bank demand for 
municipal bonds changed with the passage of the Tax Reform Act of 1986, which states that banks 
may not deduct the carrying cost of tax-exempt municipal bonds. For banks, this provision has the 
effect of eliminating the tax-exempt benefit of municipal bonds unless they are deemed as “bank 
qualified” bonds. To meet the requirements for “bank qualification,” a municipal bond must meet 
several criteria and the issuer must not expect to issue more than $10 million of bonds in the calendar 
year. ASA believes the $10 million amount should be updated to reflect the passage of time to a 
minimum of a $30 million threshold so support upgrading America’s infrastructure.  

Expand Eligibility and State Allowances for Private Activity Bonds. 

While tax-exempt municipal bonds are geared toward infrastructure projects with a public benefit, 
Private activity bonds (PABs) are directed at projects for private entities that also serve a public 
purpose, such as an apartment complex that includes low-income housing. The 1986 Tax Act 
imposed a limit on how many private-activity bonds can be issued in a state each year and several 
eligibility restrictions dictate the way the public and private sectors can work together. ASA strongly 
supports expanding eligibility and state allowances for PABs. 


