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Dezr oir:

I undrrstind thrt nublic s#n irndustiy comnents arc nov being

solicited on the issue of the Coumission's ciurn«ing 12-8~1 rules as
snnlicenle to mutual furds rrnd broker=-aeslirs.

1e=-B-1 fecs
st niolic,
2% basis

It is vitsl to recoznize that two types ~r levels of
can be nsyahle to firms thet sell mutuel funds to the irnve
The ori“innL fee allowed by the SUC in the eorly 1.980's was

pcints or a quartcr ncrcent of the value of cach l“VCbLOP'C sutuel Furnd
account, naid to vroker-dezicers on & quartcrly bessis. The nurnose of
thiis svell fee was to comncrsste Lroker-dezlers for tLhe service nrovided
tc lnvestors nolding accocunts that they were often not adding qd“}itional

.
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mcnies to snc thus rot ge.erating ongolrg commissions to tne origincting
broxer-dealer. Tnis serfice might invclve orcoviaing informetion to in-

T et

tmeir account, contscting the Tund (o
duplicate steovment of tue account, a L099 form, ¢ .rnging the
adaress, or nroviding advice on chrr"irg regigtrations or
shares to fund thst might be more suit-ble bul which

[ WA

vesicrs corncerning tie stitus of
obtaln «
investor's
exchanging

\ [ah gl
snooher

dl not resulv in rneyment of a commission. A second=ary obj ectlve-was

to disccoure-e “churning" of dormart accourts to chﬁulgte commissicons
by reinvesting the redemntion »nrzceeds in rn*.[” Meoad" fura. It
should be remembered thot the carly 19FC's were a vpericd somevhot 5ini-
lar to © e 2CCL, 2002, snd 2003 narket ollirete wien 1t wvas diflficult

to sell nutusl funds heeruse of tiic collianse of Lhe “internet bubble',

Thus the 12-3-1 fee, tinough small, was en effort to disceoursge hroker-
dealers from urgirg investors to scll their sheres and rcinvest clse-

thet worked well,

where, an

irmportant

merkct-steblility tocl

Much ~f the criticign of 12-B-1 fees is of 2 different kind arnd am-
cunt of 12-B-1 fee that is sometires »gid to brokers in return for their
selling & particular fund fonily. These fecs are much grester than 25
basis noints end cove from the investor's shere canital ever though they
do not berefit the s&frenclider, This is deservcdly imnrcner or at le ast
a ccnflict of irterest betweer the shsreholder ord the fund or breolhvr-deag-
ler. Hovever, the original 295-basis »cint service fee scrves a usef ”1
nurnose Iin commensating breokerage flirms for after-mark .t ser~ice and has
served te stabilize the msrket in tires of weak or lackluster markets. It
in ro way erccurages brckers tc sell cry “?Tt;CUl&T fund cver ancother ard

is not a conflict-of-interest issue since virtually 511 "lcad"
alers the same 25-~basis-ncint fee recgerdless of
shareheclders
nronosing

broker-dea
are generated
dealer community

small one-guarter

-~
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rct. [o@ would he doing
a great disservice by
nercont fee,

funds nay

ard the brcker-

the elimination of this

wvhether new sales



Tr . small checks our firm receives for .25% 12-B-1 fecs arc wel-
cocmed, but they are not shared with representatives, Consequently,
no sales agents heve any incentive to recomrend any narticuler fund
on the basis of this fee, ard In fzct might even be unaware that such
a fee is nayoble to the comnany.

For msny small NASD [irms, such as ours, the cumulestive 12-B~1
feecs are a significart source of revenue and could cenceivebly throw
our comnany into a loss pnosture were they to be eliminated during
neriods when the market is under nressure anc¢ new sales of mutual funds
are difficult to effec

Very truly yours,




