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NATIONAL SPECIAL DISTRICTS ASSOCIATION

April 10, 2025

The Honorable Jason Smith The Honorable Mike Crapo
Chairman Chairman

House Ways & Means Committee Senate Finance Committee

1139 Longworth House Office Building 219 Dirksen Senate Office Building
Washington, D.C. 20515 Washington, D.C. 20510

The Honorable Richard Neal The Honorable Ron Wyden
Ranking Member Ranking Member

House Ways & Means Committee Senate Finance Committee

1139 Longworth House Office Building 219 Dirksen Senate Office Building
Washington, D.C. 20515 Washington, D.C. 20510

RE: Protecting the Tax-Exempt Status of Municipal Bonds and Nonprofit Organizations
Dear Chairman Smith, Chairman Crapo, Ranking Member Neal, and Ranking Member Wyden:

On behalf of the National Special Districts Association (NSDA), | write to respectfully urge you to
preserve the tax-exempt status of municipal bonds and maintain the tax-exemption for nonprofits
and associations as part of any legislative effort to extend the Tax Cuts and Jobs Act (TCJA).

Across the country, tax-exempt municipal bonds are a cornerstone of infrastructure financing for
special districts and other local governments. They enable communities to fund critical public
projects — including water and sewer systems, hospitals, public transit, roads, bridges, and schools
—at reduced borrowing costs. Eliminating this exemption would increase those costs substantially,
likely delaying essential projects or shifting the financial burden to residents through higher taxes
and fees.

The scale and importance of municipal bond financing cannot be overstated. State and local
governments account for approximately 75 percent of all U.S. infrastructure investment, much of it
enabled by tax-exempt bonds. According to the Public Finance Network, eliminating this exemption
would increase borrowing costs by more than $823 billion over the next decade —an added burden
equivalent to a $6,555 tax increase for every American household. Any action to weaken or
eliminate this exemption would severely hinder the ability of local governments to meet
infrastructure needs and invest in long-term growth and resilience.

Similarly, NSDA strongly urges you to ensure that any TCJA extension continues to preserve the tax
exemption for nonprofit organizations and associations. In 2022 alone, 501(c)(3) nonprofits
supported 12.8 million jobs — nearly 10 percent of all private-sector employment — while
associations contributed over one million additional jobs and generated billions in wages and
economic activity across the country.



Undermining the tax-exempt status of these organizations would have far-reaching consequences,
not only by disrupting their financial stability and service capacity, but by threatening the many
communities that rely on them for essential support. The current tax treatment allows nonprofits
and associations to reinvest resources into their missions, expand programming, and sustain long-
term service delivery. Preserving this status is essential to ensuring their continued ability to serve
the public good.

As you consider future tax policy, we strongly encourage you to safeguard these critical tools that
enable local governments and organizations to serve the public efficiently and effectively. Thank
you for your consideration of these important requests. If you have any questions or need
additional information, please don’t hesitate to contact NSDA Federal Representatives Hasan
Sarsour at hs@paragonlobbying.com or Ryan Waterman Aldana at rwa@paragonlobbying.com.

Sincerely,
Ann Terry

Chair, National Special Districts Association
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