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WASH NGTON, DC 20510 

March 28, 20 14 

The I lo no rable Mary Jo White 
C hai r 
Securities and Exchange Commiss ion 
I00 F S treet NE 
W as hin g ton, DC 2 0549-l 090 

Dear C ha ir White , 

We write to you as former state and local official s who are co ncerned about a Securities and 
Exchange Commission ("SEC'" or "Commiss ion") reg ulato r y proposa l that would have a 
deleterious effect on the nation's states and muni c ip al iti es. T he proposal would subject 
muni c ipal mo ney m arket funds ( MMFs) to a new round of s ignificant refo rm s and impair the 
v ita l ro le that s uc h funds have played in prov idin g low-cost financin g for state and local 
govern me nts for some 40 years . 

Together, the signato ri es of thi s letter have decades of munic ipa l and local governance 
ex pe rience. so we know ve ry well how important it is for states and muni cipalities to haYe read y 
access to the capi tal marke ts. Municipal MMFs play a primary role in providing s uch access in a 
cost-efficie nt manner for low-co st borro w ing needs - for example, to help fund s uch important 
local projec ts and services as schools, hospita ls, water treatme nt plants, public power facilities. 
hi ghways. and mass transit systems . Municipal MMFs provide mo re than two-third s of the 
s ho rt-te rn1 fundin g fo r s uch projects and serv ices. makin g them th e largest purchaser of s hort­
te rm municipa l d e bt. Th e SEC's proposed regulations will s hrink this critical source of funding , 
leadin g to s ig nificantly hi g her borrowin g costs for s tates and municipalities - or a reduction of 
proj ects a nd services, with a corresponding decline in the quality of life- or even both . 

W e note that in 20 I 0 the Commission implem ented an ex ten s ive array of reforms that 
s ub s tantiall y improved the resiliency, safety and tran s paren cy of all MMFs. The Commission 
proposed ano the r ro und of refo rm s in 2013 involvin g s tructural c han ges that would either req uire 
certai n fu nd s to abandon th eir stab le $ 1 net asse t value (NA V) and move to a t1oating NA V or 
impose redemption re s trictions on investors under spec ifi ed circums tances. The proposal 
exempts all Treas ury and U .S. government MMFs from these pro posed s tructural changes. 
However. municipal MMFs were not exempted from th e proposal even though these fund s - like 
Treasury a nd U.S. government MMFs- did not exhibit s ign s of s tress during the 200 8 c risis. In 
fact. municipal MMFs remained remarkabl y stable dur ing the financ ial c r isis of 2008, with onJy 
modest outfl ows. 

Municipal MMFs ha ve extraordinary leve ls of liquidity, s ho rt maturities and hi g h credit quality­
jus t like Treas ury a nd U .S. government fund s -- and s hould receive the same exemption from 
s tructu ral refo rm s. Moreover, municipal MMFs ho ld only abo ut $270 billion of assets- a very 
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small fraction of the $2.7 trillion MMF industry. They simply do not pose a systemic risk to the 
financial system. 

Subjecting municipal M MFs to a tloating NAV or redemption restr ictions wou ld diminish the 
desirabi lity of such funds by investors, who va lue the stabi lity and liquidity they offer. Surveys 
have found that investor demand for municipal MMFs would decline significantly, setting in 
motion a series of negative consequences. The amow1t of short-term munici pal debt that MMFs 
wou ld be able to purchase would dwindle, and there is no readily apparent substitute purchaser 
for these securities. Debt issuance costs would ri se significantly - by a mul tiple of five or even 
more, according to so me municipal treasurers. Subjecting municipal MMFs to burdensome new 
regulations will directly - and quite literally - affect Main Street. We have heard directly and 
loudly fro m state and local officia ls in our states about these concerns. 

Municipal MMFs have provided generous economic benefits to s tates, towns, c ttles and 
taxpayers a like, without imposing undue risks to the financial system. We are concemed the 
proposed regulation will place additional stress on municipal bud gets by making it more 
expensive and difficu lt to raise capital to meet short-term borrow ing needs. We ask the 
Commission to carefully consider the costs of its proposed regulations on state and local 
gove mments and whether these costs outweigh any perceived benefit. 

Thank you for your attention to these important issues. 

Sincerely, 

tJkt u.~.~-
Robert P. Casey. Jr. 
United States Senator Uni ted States Senator 

Michael F. Bennet Cory A. Booker 
United States Senator United States Senator 
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United States Senator ited States Senator 
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Susan M. Co llins 
United States Senator 

Un ited States Senator 

~~~-.Jrunes : nho;; ~~ 

United States Senator 

~~---
Mike Johanns 

United States Senator 


Angus S. g, Jr. 

United States Senator 
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United States Senato r 

Uni ted States Senator 

Joe Don ne ll y 
United States Senator 

~"-! f, C4l 'fU 
UohnHoeven 

United States Senator 

J-2)~
Tim Kaine 
United States Senator 

ct.~~ 
Uni ted States Senator 
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Tim Scott 
United States Senator 
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Jeanne Shaheen Ma rk R. Warner 
United States Senator United States Senator 




