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U.S. Supreme Court Hears Oral 
Arguments in Kentucky Municipal 
Bond Case
The U.S. Supreme Court this morning heard oral arguments in 
Kentucky v. Davis, the case challenging the prevailing practice of states
in the municipal bond marketplace of exempting holders of bonds of
in-state municipal bond issuers from state income tax on the bond
interest while taxing holders of out-of-state bonds on such interest.
While questions at oral argument are not necessarily predictive of
outcome, proponents of the constitutionality of such favorable tax
treatment of in-state bonds found encouragement in the questions and
comments of the Supreme Court justices for the proposition that the
Court is unlikely to invalidate such state tax statutes. It remains
unclear, however, whether the Court’s decision, if generally favorable
to existing state tax practices in this area, will draw a line that upholds
such statutes for governmental bonds while requiring equal tax
treatment for in-state and out-of-state private activity bonds that fund
privately owned facilities. A more complete description and analysis of
today’s oral argument will follow later this week.
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with issues raised by the legal developments that are the subject of this
advisory, please contact the Mintz Levin lawyers listed below or any

other member of Mintz Levin’s Public Finance section.

Len Weiser-Varon
(617) 348-1758 | LWeiserVaron@mintz.com
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