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, "" -.c:Honor<lble Ben BCrIli.lnke '"1·!tl!lUrable ~'I>l rlin Gruenberg

Chairman, BO<lrd or Governors 
 AClin~ Chairnmll N
federal Reserv~ Sy!>tcm . _(

Fel\cral Derusi l Insurilllce CorpOr:lIlOIl

20'11 and Constitution Avenue. NW 550 Ith Slrec l, N\\' 

Woshington. D.C. 20551 Washington. D.C. 20429 

Honorable M ..ry Schapiro HOllon,ble John Walsh 
Chairman At.:ling Comptroller or the Curn:ncy 
Securities and Exchange COl11l1lissiull U.S. DcpartlllCI1[ urTrcusurr 
100 f Street. NE 151) E Stn ..'c i. S\\" Ruulll 90-18 
Wushington. D.C. 20549 \\'ashillgIUII . D.C. 10J 19 

Honorable Gory Gensler 
Chairman 
Commodities Fulurcs Trading Commission 
21 s1 Streel. NW 
Washington, D.C. 10581 

Dear Chairm:Jn Bernanke. Acting Ch~linnun (irucnherg.. Chairman Sch'lpiro. Acting Comptrollcr 
Walsh. and Chairman Gcnsler. 

It has come to my attention thai sever"l New Yurk slute busim:sscs.;.Is well ,IS Ihe ~h:lropolitan 
Tronsponation Authority, the Cily uf Nc\\ Yurk 's Ollicc or ~'I<lnagel1lcnt and Budgct and the 
State of New York' s Division oi'thc Budgct, huve submittcd writtcn cuncerns during the open 
comment period fur the proposed rule entilled "Rcstrictiuns un Proprit!tary Trading. ilnd Certain 
Interests in, and Relnlionships ,,,·ilh. I ledge Fund ;1110 Pri\":Hl' Equily Funds:" The prupos.:d rule 
rclers to section 619 of lhe DoJd-Frnnk W.11I Sln:et Refurm and Cum;ulllcr I'rulect iull :\ct. bctl~r 
known as the "Volcker Rule." 

I am wril ing to ask th.1t the .lltacheJ .md ulready subm itled ClImmClUS he cilrc l'ull y cunsidered as 
you develop the scope and move Iu lin:dize the proposed ruk. II is crilici.lll~' important that the 
tinal rule solidilics the originill intcnt of the kgisluliun : ttl redlll': c systemic risk in nur tinuncial 
markets while ullowing businesses the access IU capitilllhey need in unJcr to hi n:. grow and 
thrivt:. This can be accomplishcd errecti\'ciy ,IS long as bo th Ihe process and the linal rult: arc 
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transparent and accountable. We must suppon economic growth coupled with the appropriate 
oversighr to prevent future turmoil. 

I thank you for your attention to this matter and again urge you to keep the enclosed 
considerations in mind as you and your staff work diligently on this matter. 

Sincerely. 

Steve Israel 
Member of Congress 



The Volcker Rule exempts municipal securities rrom its btln on proprietary tradins: huwever • 
....her tbon usina the definition of~unK:ipll sccutitics" cstoblishcd by the Securities r-.xchangc 
Act or 1934 (the "1934 Ad")!. the Apncics propose lO usc a ft&m)wcr interpretation. The 
Propoal would not iMludo aacncics or authorilics otSlatCi or their political subdivisions, 
motnma an cstimllOd 40% of municipal securities in lito martcel today wuuld be e:<~ludcd lfum 
lhe Volckcr Rutc's oxomptfon.1ncludlns the MTA. We believe Ihis narrow inlCrprClalion 
included in lhc: Volckcr Rule exemplion will have sianUicanl material adverse impacts on the 
liquidity otsecurities issued by these entities and. in tum. the: primary market pricing and 
sceoncllry market: 1radinS or their securities. We share the view oflhe Municipal Socurilics 
Rulemakinl BoaJ thai tho costs orthcsc adverse Imp8ClS will ultimately be borne by the 
scwcmmcntal Wucrs orlhose securities and the investors (primDrily rtl8i1) lhal pun:hlsc Ihem. 

We arc concerned that Ihe cu"enl version or the Proposal will rcsuII in i",,-...eased fund ins COSIS 
r"" important aovcnuncn141 inrrutrueturt projcds and diminished inveslor liquidity in thc 
municipal securittcs market. while doing nothina to improve the sarely and soundncu orllle 
hankinS sysscm. 

Thank you ror your 1I11cniion and assistance In thClC maUCl"l. 

s_" 
r.#ttt f.7l1tG­

1'aIrick J. McCoy 

Oircc:tor. Finance 




1l1. CIIy at _ York 
OffIce of Management and Budget 
JI PaIII PIICe·"- YadI. .... Yedl tGOON'. 
Tatsptona: CZt2)'I-..oo·F..: C212)7IH3OD _.....-

Fcb11llU)l13,2012 

Office .ftheCompllOUer of the Cumocy 
250 E SInIoI, SW~ Mail Stop 2-J 
WuhI"".., DC 20219 
Docbt ID OCC.201I.14. RlN 1557-AD44 

BoanI ofOowmon ofIhe 
FedaaI Reww S}'IIcm

20" S_and ConsIitul1oo Avenue, NW 
Wuhinatoo, DC 2055 I 
AUD: Jamifer J. Job-. Secrellry 
Docbt No. R·1432; RlN 71OG-AnIl 

Federal Deposit1_CorpomioII 
SSO 17'" SInIoI, NW 
WubiJIaton, DC 20429 
AUD: Commenls 
Robert Eo fcldmlll, Executive SecreIary 
RIN No. J064-AD8S 

SecuriUos and Excb'lIIIe Commissioo 
100 f SInIoI, NE 
WlIIhlnalDo, DC 20549-1090 
AlIA: ElI2abetb M. Murphy, SecreIary 
Releac No. J,..SS4S. File No. S7...1-1 I. RIN J2J5-AL07 

Re: Bn'rieticms on PrpprieIgry Tradlns pd Certain 11lfrm!. in. and RelationJbjps
witb. Hod..Funds and Priyal!! Egujly fonda 

LadIos end Oend......: 

The City ofNew York (the "CIty,,) SIIhrnIIs this 1 ..... 1. reoponse lD lite requests
Ihr __Ihe odd......ofthis _(Ihe "Aacncia" on the nbo...._ 
propoaI (the ·V.lker PlOpDI1II"). In pulItular, we .... addrossins the Agendos' q~on 
number 120 In the Volker PropDl1ll. WelpfftCialo the oppollllllity lD comment .. the 
Volker1'-'and hope """ our _ will be helplllllD the ~ncies. 
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The Cily,lIuvuah lis seaeraI abliptiOll bonds and bonds ofCity·..laled i....... 
iIIucs CMt 56 blWon ofllUllllclpal bonds ..... year 10 IiIIImce ilS capilal proJlllllll, IIIIkiDa it 
.... ofllle IIrpIl (If"", 1IIe ......) ....... ofmunicipal bonds Ia the United Slalcs. The City 
and lIS two primaIy finaaciDa OIIlllies expect 10 laue ...... S32 billion ofbonds during the 
City'.201211uvuah 2016 fbcaI)'COIS to aupport ilS cwren! copilal proanun. Approximately 
40% ofour IoIaI bonowlnSJs done throush the iuuance of....... obll;at1on bonds by the 
City, 0 municipal_ration and politico! _vision ofthe SlalC ofNew York (the 
"SlOle"). The nmoinder of the City', capilal prosmm Is fIaanc:ed through the i.....nce of 
bonds by the.New York City Transld.... FIoauce Authority (the"TFA"l, a cOI)Iorale 
.......,...emaJ agcacy COIIIIllUllna. puIiIlc beneRt corporadon and an instrumentality of the 
Stale, and the New York City Municipal W_ Finance Aulherity ("NYW").. body 
corponte and poIilic COOIIilUllna. puIiIic benefit corporalion. The TFA and NYW ..... 
crated by the Slale leptow.. at the '"'I ..... ofthe City 10 provide financing vehicles In 
addIdon to CIty deb! lOr the City" capital prnaram, have 80vernina boanIs comprised ;'Iely 
(In the.... ofthe TFA)or ......y (ID the ....ofNYW) ofCity ox gfficio memben, and .... 
IlaII'ed by the ...... City employees who ell.... the City's generaJ oblipdon linIInclns 
......,.. All thIOe ofllle City" primaIy c:redils have CIOdit ratlnas in the doubl..A ~ 
or hisher, and seDlar II.. boods issued by NYW and TFA, which have 110 operatina 
raponIibllldes or IignlficantllablliUos olherlhan their oulslllndins bonds, ... more hishly 
rated than the City'. general obligation bonds. 

01... the size of the City's cspilal propm and the concomilSllllinllnclng needs, 
the City has. compallins in_In the proper I\tncdonina of the municipal securilles 
I1I8IbL The City'srolal deb! $Omoe, wI)Ich Includes dsbt service on City, TFA and NYW 
boads, as...u .. certain conduitiuuen, is projected III ~mately $7 billion Ia filC8l 
_2012, ......... lDaboutS9.5 billion by fiscalyeor2016. o-thepast ........ yellS, the 
CIty has ... City -"l' dIscretioamy spendlnselevcn limes, .....Idng in spendina 
recIucIIous which wUI amounIlO 0 ... 56 billion annually by fbcaI year 2013, and is ficins 
mulll-biUIoa doH..bucIaet _In the upeomina fiscal years. Therefore, keeping those non· 
disl:rellcnuuy deb! service COlIS os low os possible is _to the Clty's onsolns 6scs1 
bealth and lis IlbiJity 10 eoatinuo dcllwrins the wiele .....ofservices lhat It provides !'or ill 
residents. 

The COy bellews lhat the nwkelllllldna .....IU.. ofmunicipal securldes 
dcoIers, IIIe taraest ofwhich would be lUbjectlO lha Volker PropoasI, provide In imporlSlll 
......ofllqulcllty lOr 1a_1a ita bonds and the bonds ofils reIaled finaaclaS enddes. 
Moreowr,Iinec the municipal securilles madtelis an nver-<lle-<OUlller J1IIIIb\, those 
d.illes contribute 10 ptee __and oflicloacy In the market, benefi\tlaa in_.. 
and Iauea alike. Reslriedons on dealers' obility to lnIde and make IIUIIkcIs in municipnl 
bonds would reduce the lIquidlty and eJIIcIeaoy ofthe municipol bond nwke~ raultln 
_ price voIalIllty ODd _ up cIebI service COOlS ofthe CIty and 0111« municipolilics, 
.. invatan demand hIshor yields 10 proCect lIIanIseIves oaoJast Ullquldlty and volsdlity. 

In oppIlent """'IIOidon ofthe raIalIve sa1iIly ofcertain types ofsecurities. section 
I3(dXI)(A) of the Bonk HoIdiDa ~ Act pennilS banking enlldes 10 _ in the 
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....priellly Indlna of-l)Ipos of...........1securldes, ioclodina securitics ofSill.. 
ond pllitlcallUbdiYlIioas!hereof. The Ageacles ..., proposlna 10 interprel!he I1atUlOIY 
oxm!pIIOIIIO ad.... !he acuriUes ofSlalc aad locoIaaencies. This norrow intaprelllion 
oftile ..... "OJY lenD "political ",bdiviJicm' -'<I ....bibit banIdna endtla fivm tndIna in 
NYW ond TFA boDdJ, while cxomptIns boodJ of!he Cit)'. I pliiticollUbdivbion of!he. 
StaIo, 110m its JalricllOOl. As noted obO'Ie, NVW ond TFA 1ft ouIheritics .....Ied under 
SIalc low 10 ualst !he City in ft..adna its c:apilll ...._ DJUI bo.. credits at Ieat IS strona 
.. !he C11)1......... obUplion crediL It simply makes no ..... 10 permit proprietary tnd1na 
in Cil)l debt wbU. probIbidog it in TFA .... NVW -. 

A '- portion of!he municipol socurides _ i. comprised ofdebt of 
.....cies· of_ ODd plliticol subdiviaionJ. To bilUn:otelhis market between _ and 
poIiticollUbclivlliolll, 011 tile ooe hand, ond IheIr "Igead.... on !he _. would not l\uther 
tile .... ofJIIOlICIIna the 10........ ond fInudoIll8bility ofbonlcina enIitI.. but would pOll 

• sabalDlill risk ofimpairina the efficienoy of the mukc~ reducina liquidity for holdas of 
municipal bonds and iacnasIna!he ftn.....a ..... ofStates and locaiiticsllallme wben 
maay 1ft IlnIB8IlIIII with the Iinaerina eft'ects of!he a- Recession. 

Muaiclpol acuritles 1ft omoaa!he.fest securidcs in !he Uniled SlAtes' capital 
marItets, willi Wl)'low default nllC8. W. _!he Asencles 10 inteqxet "political 
IUbdivisions" in I way consistonl willi !he definition of"municipal securiti..• undet the 
SecurIties ond Exch""e AcI of 1934. wbidl we believe would be consistent willi tho 
abdOJY iM&t..... would Iiutber!he aatuIOJY inIent DJUI would lIVOid on wdoIcaded 
disrupdon of tho municipol securities _ .....Iaa 10 increased debt service burdens on 
_ and IocoI ao-ats. 

Thoak you for the opponunil)110 c:onunent on Ibis important iuue. 

http:Febru.ry


ANDImYM".1. ... CUOMo 

February 13, 2012 

Board ofGovernors of !he Federal Re.ve System 

Fedelal DepoaIt Inaurance Corporation 

OftIcaoftheComptrolleroftheCurr8ncy 

SecurIUee and Exchange Cornml8olon 


PropoMd - MakIng: 

• 	 _ al Oovornono of the F_ ReI8IV8 Syatem (00- No. R-1432) (R1N 7100­
AD82) 

• 	~ DepooIt _ Corpl>ratIon (RIN 3084-A085) 
• 	 0IIIce althe Comptrotleralthe CUnwIcy [Oockot No. OCC-2011-14)(R1N 1557-A044) 
• 	 SecurItIes and ExdIange Comrnloalon (R81aaoe No. 34-65546; FIle No. S7-41-11) 

Ladlee and Gentlemen: 

The New York Stale DivisIOn of the BIldg8t (the "Division") aubmJta this letlltr In 
noapolll8 to the requeat for cornmenta on the proposed rule (the "PIopoeed Rule") 
i8aUed by the Board of Governors of the Federal Reaerw, the Feelersl DeposIt 
.Inaunmce CotpondIon, the 0ftI0e of the Comptroller of the CUmll1Cy, and the SecuIttfas 
and ElcI:hange Commtssion (collectively, the "Agencies") to Implement Section 819 of 
the Dodd-Fl8nk Wall street Reform and Conaumer Protectfon Act (the "Volcker Rule").' 
The DIvIsIon Ie rasponslble for advtsIng the Governor on fiscal mattera. The DIvIsIon 
Pf8P818S the GoWmol'l ElcecutIve Budget and the Stale's ofttdal Ftnanc:tal Plan 
proJactfono, Implaments the budget once ft I. adopted, and ow_ the Stale'. capIta1 
program and debt financing actMtIee. The 0Ir8ctDr of the Division Ie appointed by !he 
Governor. 

New Yodt Stale 18 8 IaJge and active participant In the munlclpat bond merkel In 
the Untied SIaI8o, with $56 btUlon In banda CU/l8nUy outstanding. New Yodt State 
...,- that approXImately $5 blltton In bonds ("S-.supported bonda") wilt be Issued 
In the coming year to flnanoa the Stete'a capIta1 PI09f8m. TheBe StallHUpported bonds 
818 Issued In two ways - through the SI8I8'a public benefit colJlOratIona the! Issue 
bond_ on behsIf of the S-, and by the State dlraclly In the form of genaral ob11gal1on 
bonda. Stata-ouppotIad bonds flnanoa a wide ranee of Important capital purpo.... 

'76n68l4Ul (?Japoood_oI"~of.._,~oIdooCompuollorol"'o.n.o.y. 
"'_oI_oIdool'ollonl_~"'FedonlDopooil_c..pon·..:...doo
SeoIIrideI"Rr.,· II Commlliloa 
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including tranapao1allun, higher education, publle aafety, and 8n'1t1onmental proJoc:ta. 
New York State he. _ defaullelt on 118 state-aupporlad bonda, including those 
18IU8d on 118 behaW by public beneftl oorporatlons. 

For 1egaI and pradIcaI raaaona, moat State-oupporlad bonda are 1aauad through 
publle bene!jt oorpond1ons, the moat Important of which are the DonnJ1Dry Authority of 
the Slate of New York, the Empire Slate DeYeIopmenI Corporation, and the New York 
State ThRIWIIY Authortly. In"a typical flocaJ yur, 90 parcent"of borrowing to finance the " 
State', capllal program Is done "through 8!JCh public benel1t COIJlOrat1ons, with the 

"	remainder done.88 general obligation bonda. The State', principal bonding piogram Ia 
the Peraonal Inoome Tax ("PIT")" Rewrlue Bond Program. PIT bond., which are 
88CUI8d by a p~clge of 25 pan:ent of the State'. PIT taCalpIB, may ba I ..uad by any of 
the State', principal pubDc beneftI oorporaDcna. PIT bonds aie"rated on partly with, or 
better then, 1IIe State's genaral obllgaDcn bonds. "The St8te has several other high­
raIeIt CI8d1tB, 88 weD, _ Bra 188Uad exetua1Yely by 118 pubDc benelll oorporat1ona for 

. state purpcl8l. 	 . 

State borrowing for capital purposes - ..tIether done by the State', public beneI1t 
oorpora\lon8 actlng on behaW of: the State or dIrecIfy by the State 1IaeIf - I. governed by
alm11ar rulea and Characlarta\lca thai. \akan "together, mertt unIfo,," _t 88 
ooinparabIe municipal aecurltfea. AI8\, all staIHupporI8d borrowing Ia """"red, dlractly 
or 1ndIractIy, by revanuea levfad by the State. Second, the State approprlates debt 
88IVIca for aD SlatHupporlad dabt In a single ahhuat dabt service approprtatfon biD, 
signIfYIng the. oomparable character and lrealment of the bonds. Third, an StI!t&-. 
aupporI8d bonda may be I8sued only upon auI1ortzaUon of the State Leglflature and the 
approval of the 0IvI810n. Fourth, the otfer1ng statements for aU Sta\8-flupporlad bond, 
Inchide dl8doeure on 1IIe State', flnanc1aI posHion, reIIectIng the State's flnanc1al 
raIatIoneh!p to the bonda. LaatIy, au SlatlHupported bonda," whether leaued dIract\y 88 
a general obI1gatIon of the State or on 118 behaW by 118 pilbDc benetIt oorporaUons, .... 
oounted by the State'a audl1Dra and the cradR rating agenc188 aa Stata-aupporlad dab\. 

From the pa~ of the State and partIcIp8nIs In the I?ond market, _re, 
both general obl1gallon bOnds and bonda 188U8d by public banel1t oorpora\loi$ on behalf 
of the" State Bra \nIated In a aubatanU8lly o1m1Iar manner. In our view, the"AgancIeo' 
narrow In18rprata\Ion of the dallnlllo!' of "pontlca1 aubdMalons" In the propoead VoIckar 
RIlla do.. not reoognlZ8 thlltaubalantlaUy i1m11arIy _n!. Instead, the Int8rpralatlon 

\ would arbitrarily divide the S\aI&:8lipporlad debt Into two cIaeaaa beaad aolaly on the 
IdantRy of the I88UIng entity. From the alandpolnl of mitigating risk and promoUng

I financial 8Iab111Iy, there Ia no raUonal baala for prohibiting banks from trading In New 
yotl(s h1ghly-<a\Bd PIT and other bonds I88U8!I by 118 public banel1t oorporallons butI alloWIng them to trade In 118 aim1I8JIy-ratad general obUgation bonds. Aocordlng1y, we 

I 
j urge the Agencfea to "1n\8rpr8\ "poI1UcaI IUbdMalona" oon8Iatent wIIh 1IIe d8l1nft1on of 

"municipal eeourllle8" under the Securj\lea ~ Exchange Ad of 1934.. 

I 
I 
I 
I 

I
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Moreover. as cunenUy drafted. 1he Proposed Rule creates considerable . 
ccnfuaIon. on 1he one hand. 1he Rule would permR trading In "an obligatIOn 188U8d by 
any Sta18 or any po11t1cat aubdMa10n lI1ereof.' On \he other band. tile RaIea8e advfaaa 
(In. 165) !hat '1he propoaad rule doaa not extend \he government obl1gatfons exemption 
to Iran_. In obligation. of en agency of any stale or pcl1Ucal subdMelon 1heraor 
(amphaele In original). The entIUae 1i8ted above (Donn1tory Aut1)orlty. empire Stale 
IlIMI10pment Corporation. and New York state ThruWay Authority) were each created 
by Sta18 ita1UIe as a bOdy corporete and pollUc constituting a pubUc benefit corporetlon 
(or 81m1lar ataIutory alrudllre to perm~ .tbe laawince of bonds on behalf of 1he State). 
and thu8 1he status of tile bond8 of sudrenUt1e8 under 1he propoaad Volcker Rule 18 
undear. The DMaIon is concerned !hat lI1e rea1rIctIons In fit. 165 quoted. above coUld 
have a algnlftcant material adverse Impect on 1he liquidity of aecurltfes Ia8ued by \I1aea 
en1ltla8 and. In tum. tile prtmary market pr1c1ng and aeccndary merket trading of their 
securHlea. We believe 1here 18 a strong UkeUho9d tilat any such matertal adverae 
Impact wID reeuft In fncreased coate 1het wUI utUmately be borne by tile Sta18 and lI1e 

. Inveators the! purchaea StD-auppo/ted bonds. 

The DMeion beI1eVe8 tilat lI)e Agenclaa have 1he authority under the VoId<er 
Rule to use the 1934 Ad definition of 'munlclpal aecurIUe8' and woUld urge you to 
amend 1he piopcaed rule conaIatent with such deftn1tlon. . 

Thank you for the oppcrtunlty to comment on thf8lmportant matter. 

Slncere1y.· 

.,4..t.J.>~ 
Robert L. Megna 
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Am_. PubIlcPower __ 

eo.Dd1 .flDflutrudare Jlaaadal A.III.rItles 


Govenuaea. JIaaa..Olllco,._d•• 

EdaeatioD FlaaDee CoaDciI 

1._do..1atylCo••ty __...AIIodado. 

IDteraatloaal M••ldpal Lawye,. _do. 


LupP.bU. P..... C...tU 

Nado'" AIIodadoa .feo••1Ies 


Nado'" AIIodado. oflleallll aad Ed_doD" FadUlies l'i..... A.tJaorltieo 

N._01 AmodadoD .fx-Illouial FI..... Ageades 


Notloaal "' ___ .fState A.dlto.., eomptrollen ODd T.......ren 

N._01 _do••fState T ......ren 

Nodo... C••f........fState LetIoI.tareo 


NatIo... eoaDtU .rstate R.1IIiDg Ageades 

Nodo..l ........falles 


u.s. C.D_ .fMay.n 


FeImwy 13.2012 

Ms. lamJCer 1. 10""" Mr. Robert Feldman-,. Executive Sect-,. 
_ ofao..mon ofthe Federal R-.. System Fedent Deposit Insunnce Corporulon
7Il" .... Conotkud... Avawe, NW A17N: COMMENTS 
WaobIqton. DC 20551 SSOI7·S...... NW 

Wasllingt.... D.C. 20429 

OtIIceof!be~UeroftheCumncy M •. E1_ Murphy 
2SOEs-,SW ~ 
Mall SO>p2.3 Securiti....d Exchanp Commission 
Wublngton. D.C. 20219 100 FS...... NE 

Wullington, D.C. 20549.1090 

Pn1pooed Rule MaIdna: 
• Boord ofGowmon .fthe Fedent R-..8y1tem, [DndcetNo. R·1432j (RIN 7100.ADI2) 
• Pedent Deposit Insurance CotporaIion, (RIN 3064-ADIS) 
• OftIcooftheCnmptrollerof!be Cumncy, [DndcetN • . Occ.2011-14] (RIll 1557-AD44) 
• _eo and ExcIw1ae Commission. (R...... No. 34-65545; File No. 87-41-11] 

Dear LIdl.. and 0e0tIemen: 

TIle arpnlzadoos 1Isrod ..... ....-. _ co....... <ilia .... olber ............. entities IDd 001h0riti0s 

..... _!bemua\dpll bond"-" Older to provide <ritlaollnliulnu:Nno and services to their jurisdictioas 
.... _Id...Our .......... I/O _ to the proposed ruIemaIdnp ref......... above, namely !be pn>pnand 
"VoIdcorRule" _ to Secdoo 619 .f.... Dodd-FrIIIk W..I S ....Refonn and Co__• Act and 
~ft""y_toquado.. l20and 124 In !be proposed_ W.WB. __...... toreplace .... 
_adexempdoa for obllpdons of_and poUdcal.ubdlvlslo", so ..... 11 Ie ~Iwilli .... definition 
of"munldpe1securitia" induded In .... _ .. Act of 1934' ("the '34 Ac:tj. 

I SectIon 3(1)(29) otthe SecuihIea Act or 1934. 



The ..opooecI ....-..-y-. to cxeooptlllUlllcipol securities &om the section relar.d to bankina 
_ ~na In _ proprieIory tndIna ICtIYItIes in keepina willi the slalUtellld Conpas' i-. 
HoweYer, die prvposod rule would crate an exemption rot municipal obliptioos that Is defined too narrowly IS 

iacludlaa oaIy ·obJlpIIono of...... ond political subdivisions _f." This defini_1s _Iy under­
inclusive and dilren from the well~1isbed and relied upon definition of municipal securities that ·is round in 
die '34 Act - "obllptlons luaranteed u to prinel.pa1 or interest by. a State or any political subdM.lon tbereo( or 
111)' __or iasIrunIamlIIy of. Siale or any poIlticallUbdiYision _f. or any municipol corporoIo 
~ ofone or mono ....... or any security wbich is in .. indlISIriaI developmoal bond." If made final. 
tho delinldoo In the proposed rule would ...Iudo _ ofmunicipol securities, disrupting the municipol 
_1IId raisIna coots for state ond I.... go........... OiYen!hat .... ofthe principal ........ behind the . 
Volcbr Rule Is to mItipIo risk, tile Ieck of uniformity would unhIrIy bat _cally simlbr debt instruments 
dIffinntIy &om ... _ for the ........ ofmunicipol securiti.. tndlng. Additionally. ·0....,1!" rulemakina 
$bouId DOt be used to develop a new, separa1e deflDitlon ofmWlicipal securities. 

Municipoldebt is _ bolll by go........... lIItides tbemsclves (e.g•• _. cities. and couati..) for their own 
_1IId abo tbrauIh JtotutoriIy defined authorities and.-;a for defined, c:lrcumJcribed, ond critical _ .uc:Il. for _ and _. electricity. oirports, housIna. beaItIt .... and eduadlon. Duo to the variety 
ofways In whld! debt """ be Issuod pursuant to fed..... _1IId I.... laws. most expert reviewers believe the 
dellaldoo In the propoood .... dees not sdequately ....... __sod could leave all... 40% ofthe market 
aposed to Volcbr Rule _ on proprietary tndin& _fore limiting marketUquidlty and incmIsing 
.... for municipol securities. There i. aboolutoly no indication !hal Ccmaras con_plated or suppooted IhIs 
__1IId distortion ofthe _ Indeed, other ..... offinancial JquiaIIon bave luIei..eled 
"obJipIions ofSlalesIlld political subcJivisiOllS _,. bn>odIy to Include'" municipal_es In the '34 Act. 

no _1uIei.._ ofwhld! types ofmunidpIJ securities lie exempled under the proposed Volcbr Rule 
would RIIUlt ill arbitrary dllliDcdou between ecoDOmically similar IIIItI held by bulb. For example.ln some 
_ ..... as 0e0IJIa, I .._till portion ofbonds Issued for the purpose offi.......' _1IId __ projects 

am IUpJIOI1od by _ ond ___....... and, due to requirements In _law.... _ .. Umlted, 
-..,........uobllptl.... Uader lIIe propoood Volu Rule, Oeerala _1IId sewer boncle would 
geooraJIy be cxeooptDom ..oprietaoy tndlna restrictions. In nei&bborin& South Carolina, 011 the ...... baad, 
mill)' water ond __ bonds, while _ bocIt<d excIllSively by..- ond sewer ........... isaued by 
80'-autboritIes, not by governments _ ....... Soutll Carolina _1IId sewer bo..... wIIII._1n 

mill)' ........_1._ to Oeoqia _and _bo..... would beJUbject to Vol_Rul._. 

There I. no .........Ie bolls fOr Iuch • distinction. 


_ .......dina!ha exemption for municipal securities under the Volek., Rule would _ no additi.... 
risJc to boob or the bInIdna _ . Municipal securities ... among the..,.,. assets In the U.s. capliallllllbts. 
DefiuIt.- for anmIcipoI_ are among the _ of111_of the caplial markets, ....nd oaIy to 
bonds ........ dImetIy by the U.s. lovelllm ..L Banks have been aetlve participants in the U.s. municipal bond 
IIIIIIbI, holding neerIy nine _ ofthe 0_ $3.7 ..11100 of_lclpaI obUptions --..1IId bave been 
active munfdptl bcmd lDvtICOrI for many decades We are not aware orany cases where municipal securities 
boIdinp have ........ safety and .......... probl.... ror.ither individual banks or on. systemic buI•. 


w. boIieve that the Imeru ofthe propoood Rule, IS well as the Dodd Frank ACllaw itseJ~ is to ...Iudo III 
municipal_a from being captwed under the Volcbr Rule. .....Ious ...emaida& by !he ........ Involved 
10 deveIopIna the propoood ..... demonstiltos a more inclusive _onofm..uclpal_es. mlnorina the 
deftnhion Included In the Securities ACloft934. 

http:example.ln


Again. we uq:e Ihe federar Reserve. ace. SEC and FDIC 10 amend the exemption contained in the proposed rule 
and align it with the common definition of municipal securities round in the '34 Act that has served our country 
well ror 10 years. 

Thank you again for the opportunity to commenl on this important issue, 

Sincerely, 

American Public Power Association, Amy Hille, 202-467-2929 
Council oflnrmtructure financing Authorities, Rick. Fanell. 202-256-0298 
Govcrnment Finance Officcrs Association. Susan Gaffney, 202-393-8468 
Education Finance Council. Vince SlllRpson, 202-955-5510 
Internalional City/County Management Association, Elizabeth Kellar. 202-962-3611 
Intemational Municipal Lawyers Association. Chuck. Thompson,202-742-tOI6 . 
Large Public Power Council. Noreen Roche-Carter, 916-732-6509 
National Association of Counties. Mike Belannino, 202-942-4254 
National Assn. of Health Gnd Educational Facilities finance Authorities, Chuck Samuels, 202-434-7311 
National Association of Local Housing finance Agencies, John Murphy, 202-367-1 197 
National Association of State Auditors, Comptrollers and Treasurers, Cornelia Chcbinou. 202-624-545 I 
National Association ofState Treasurers, Jon Lawniczak. 859-244-8175 
National Conference ofSlate Legislatures, Michael Bird. 202-624-8686 
National Council ofState Housing Agencies, Garth Riemen, 202-624-7710 
National League ofCilies. Lan ECtkorn, 202- 626-3173 
U.S. Conference of Mayors, Lany Jones, 202-861-6709 

.. ; . .,~.. 


