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The Treasury Department today issued that attached notice (2008-81) announcing that tax-
exempt money market funds may participate in the Federal Government’'s Exchange
Stabilization Fund guaranty program without violating a tax law restriction against federal
guarantees of tax-exempt bonds. This guidance ensures that shareholders in tax-exempt
money market funds will continue to receive dividends that are free from federal income
tax when paid as exempt-interest dividends (under Code section 852(b)(5)).

The Exchange Stabilization Fund program is designed to provide shareholders in those
money market funds that choose to opt into the program with a guarantee of $1 per share.
The program is restricted to participating funds’ assets as of September 19, 2008 and to
their shareholders of record on that date. Importantly, from a tax perspective, any
payments made to a participating money market fund will be tied to the fund’s NAV and not
to the terms or performance of any particular assets held by the fund.



Notice 2008-81 provides that federal tax authorities will not assert that participation in the
program violates the restrictions in Code section 149(b) against federal guarantees of tax-
exempt bonds. Moreover, the Notice provides, federal tax authorities will not assert that
the program impairs either a fund’s ability to designate exempt-interest dividends or a fund
shareholder’s ability to treat these distributions as exempt from federal income tax. The
Notice is effective on September 22, 2008.
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