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-* -Dear ChaS r c ~ a nConohue: 
I 

n, its a srls.11, iiiderexldent broker  d e a l e r ,  s n e c i a l i z i n g  11- t h e  re-
T i l i n g  of a u t u a l  f ~ n d s ,  I T r o u l d  s t r o n g l y  urge you t o  r e t a i n  t h e  2 5  Sas i s -  
h i n t  12-8-1 f e e  e-ven i f  t h e  l e r q e r  f e e s  a r c  resc inded .I 

The 12-5-1 f e e  was o r i g h n a l l y  i r s t i t u t e d  i n  1980 d u r i ~ g  a qeriod cf 
iesk@ss i n  t h e  s e c u r i t i e s  markets  t h a t  l a s t e d  f r o n  tL ie  l s t e  1960 ' s  1lnl j . l  
1982.  ?he SEC : q ~ i i  t he  i r ~ d u s t r y  were concerned about  n e t  redcmntjcns of 
r n u t ~ : ~ lfunrqs over net3 s 2 l e s  and t h e  consequent ir.iv+et on t h e  secur j . t ic>s  
n a r k c t s  caused by t h e  l i q u i f i a t i o n s  of fund. lor?sitic>ns t o  r a i s e  funds f o r  
meeting -edexlntion demands. We avoided a l~e l tdown du r ing  t h e  1970 ' s  and 
e a r l y  1980 's  i n  na.rt because b roker -dea le rs  were a b l e  t o  r e c e i v e  12-B-1 
com~2ensation f n r  con tac t i ng  mutual  funds  shareholders  a ~ dd i s c o t i r a g i ~ g  
them from redeeming t h e i r  accounts ,  While b roker -dea lc rs  could have t e l e -  
phoned t k e i r  nutaal -afund sha reho lde r s  wi thout  r e c e i p t  of a 12-E-1 f e e ,  
human n a t u r e  being w h ~ ti t  i s ,  r e n r e s e n t a t i v e s  rosy h ? T ~ ebeen l e s s  l i k e l y  
t o  c a l l  R c:;stl-4.cler triChout s o - ~ e  of qone tz ry  b e n e f i t ,  Re-e x ~ 7 e c t ~ t i o n  a 
~ e e b e r  t h e t ,  ir; 13807 mutual funris were s o l d  b r i t k ,  f ront-end loeds  21-d 
l!ritkout any cor~mis s i o n  of k ind f o r  t k e l r  r~detnl3tfon. Cal. l i l ig a c l i e n t  
who l . 1 ~ ~  added t o  a n  i n a c t i v e  account  and .does no t  seem t o  be an o t  uros-
n e c t  f o r  f>.J.ture purchasss  i n  a l a c k l ~ i s t e r  o r  
thirlg th; t  t h e  avercge respec s e n t a t i v e  would 

The 2 - concent  .iiorke$ r';rirg tR6?  1980's arid, erguably, 2 tli 
yr.c~i:.u?c?work f o r  a @uari  rr-cer,t:.ury b u l l  ~ s r k e t  t: s t ead  of z f r e e - f ~ l l  j n  
n r r k e t  agerages  and e-;en a na3: t ~ c ~ t d o w n .It  sbould be r e t a i r e d  a t  a 
2 5  b2sj.s-noint l e v e l  f o r  t h i s  r ea son ,  a s  w e  a r e  i n e v i i ; ~ b l y  
exner ience  ?zr!c t volt t i l i t y  i n  ti.-.e f ~ x t u ~ e , ;  't ( .  

rn 7-lie ~ d d i . t i o n a 1  12-R-1 fecs t : ~ z t  v e r e  i i~-wscc?l-ter, lowever, were 
~ o tc l r a r l y  j u s t i f i e d  a r d  have degsnere ted  i n t c  nsyment f o r  o rder  flow. 
Although tre haTre no t  r ece ived  t h e s e  a 5 : ' i t i o c ~ l  f e e s ,  nacy broker-dea.Ters 
'?ave chosen to ?ecorr.mend f11nd.st o  c u s t o l ~ e r s  becau ; e  of t h e i r  12-B-3 fees 
i r s t e a d  of t h c l r  s i l i t p b i l i t y  o r  inves t :  e n t  r e t u r n .  ~Kis- ,i n  my judgment, 
bo rde r s  QD. t h e  unet 'rrical ~ i l dsllo:ld be bro11qh.t -to an  H o r % ~ e ~ ~ e r ,end. I 
s t r b n g l y  urge  yon t c  r e t a i ~ l  t h e  o r j -g ina l  1980 12-9-1 f e e  of .2$, w!lich 
i s  o ~ l g$2.50 qer  $$ 1,000 of c l i e n t  assets--2 smal l  3 r i c e  f o r  anyone t o  
nay f o r  a s t s b l e  market and r e l a t i v e  f r eedan  from the holesal sale durn?-
i n g  of ~ o r t f o l i o  s e c u r i t i e s  i r i  a d e c l i n i n g  market. 

Very t r u l y  yours , 

http:srls.11

