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would result in unintended detrimental consequences and jeopardize the continued existence of money
market funds as a viable investment product. For example, institutional cash investors currently using
money market funds for cash management would move assets to other stable NAV funds, which are not
subject to the robust regulation of the 1940 Act. Requiring a floating NAV would undermine the
convenience and simplicity of money market funds and would raise new accounting, legal, and tax
hurdles.

Tax: Currently, investors need not consider the timing of purchases and sales of money market
fund shares to comply with the so-called “wash sale rule,” as is necessary for floating NAV funds. An
investor in a floating NAV fund must track the amount and timing of all purchases and sales, capital gains
and losses, and share cost bases. In a floating NAV fund, all share sales become tax-reportable events.
These burdens would be overly onerous for a cash management product where daily purchases and sales
are the norm.

Accounting: Under accounting rules, the classification of a security at time of purchase
determines accounting treatment of gains and losses on the security. We believe that money market funds
with a floating NAV would be categorized as “available-for-sale” securities rather than “held to maturity”
securities. As a result of that categorization, cash managers would be required to mark-to-market the
value of their money market fund shares and track the costs of their shares to determine how to match
purchases and redemptions for purposes of calculating gains and losses for accounting and tax purposes.

Legal / Other Constraints: Many institutional investors operate under investment mandates that
limit them to investing their cash balances in money market funds only if such funds maintain a stable
NAV. For example, corporations may have policies permitting them to invest operating cash balances
only in cash pools that do not fluctuate in value. State laws and regulations may also authorize
municipalities, insurance companies and other state regulated entities to invest only in stable NAV funds,
sometimes explicitly limiting investments to funds operating in compliance with Rule 2a-7. If the NAV
of a money market fund floats, most state and local governments would no longer be able to use money
market funds to help manage their cash.

B. Redemptions In Kind

Requiring mandatory redemption in kind poses practical challenges for investors and may not
present a viable remedy for funds during widespread market disruptions. Redemptions in kind would
place the burden of valuing and liquidating the portfolio securities, with all the attendant costs, on the
investor. As a practical matter, many retail and corporate investors are not equipped to value the
instruments they would receive. Burdening money market fund investors with the task of liquidating in-
kind proceeds into troubled markets would not prevent such sales and would not prevent the resulting
downward pressure on the market; it would merely eliminate the control of the fund over the sale process.
Redemptions in kind may present issues of fairness across different investor types in a money market
fund, as redemptions by large investors could force funds to partition off certain lots of securities with the
result that the fund (and the remaining smaller investors) would be left with small and odd lots that are
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more likely to have impaired market values. We urge the Commission to consider and address these
issues as it considers whether to require mandatory redemptions in kind.
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We appreciate the opportunity to comment on the proposed amendments. If you have any
questions on our comments or would like any additional information, please contact me at 612-376-7164.

Yours truly,

G A

Erik R. Preus, President
Tamarack Funds Trust
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