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Washington,DC 20549 

RE: ReviewofRule 12b-1 -File No.4-538 

Dear Ms. Morris: 

EdwardJones submits this letter to elaborate on our earlier comments with respect 
to the Securities andExchangeCommission's(the"SEC"or the "Commission") reviewof Rule 
tzb-1.' 

A. Introduction 

Edward Jones is one of the largest frnancial services lrms in the United States, 
serving the needs of over 5 million U.S. investors through the personalizedservice and 
relationshipsmaintainedby ourmore than 10,000 U.S. Financial Advisors. We focus our 
businesson serving the needs of the serious, long-terrq individual investor. In general,we have 
foundthatmutualfundsserveourclientswell,by providingadvantagessuch as diversification 
and liquidity. Today, ourclientshaveover$299billion invested in mutual funds and execute 
approximately14 million mutual fund trades peryear. Rule12b-1playsanimportant role in 
mutual fund distribution. Meaningful changesto Rule12b-1 could have a significant impact on 
ourclients,ourFinancial Advisors, andourfirm. 

l-etter ilom James D. Weddle,Managing Partner, EdwardJones, to the Honorable Christopher Cox, 
Chairnan, SEC, June 15,2N7. 
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B. Rule 12b-1 Comment 

1, General Comments 

As statedin our June 15,2007 letter,we believe that drastic changesto Rule 12b

I are unwarranted at this time. We wish to reiterate those points in this letter and to provide 

more detailed recommendationswith respect to enhanceddisclosures.We note that SEC 

ChairmanChristopherCox has indicatedthat the Division of Investment Management"is 

readyinga formal rule proposat for this sprlng."2 We again note that Edward Jones stands ready 

to work with the chairman, other Members of the commission, the staft other industry 

participants, and the public to shape any proposal or to otherwise addressthis importantissue. 

At Edward Joneswe believe that Rule 12b-1 is good for our customers. It is our 

experiencethat most investorsprefer to have the benefit of professionalguidance when 

managing their money.3 They generallywant that help both at the time of purchase and 

throughoutthe life of the investment. Rule 12b-1(including trail commissions) makes this 

invesimentmodelpossiblewith regard to mutual funds. We ceftainly recognizethat investors 

may choose other financialproducts and othermeans for purchasing thenr, such as on-line 

trading, fee-onlyplanners, and other alternatives.aBut Rule 12b-1has fostered an environment 

that allows investorsof even modest means to have real choices about how they managetheil 

money and to obtain the guidanceor advicethey seek before and after their iniiial purchase.s 

over the past few months, interestedparties have engaged in spirited discussion 

anddebate over the originsof Rule 12b-1 and whethera repeal or major refinement ofthe rule is 

necessary.As Andrew Donohue,Director of the Division of Investment Management,notedthat 

in resoonse to the Rule 12b-1Roundtable: 

The Commission ... received more than 1450 comment letters....

Approximately 1000of these letters are form letters that were sent


Chdstopher Cox, Chairman, SEC, "The SEC Agenda for 2008, Remarks to the SEC Speaksin 2008 

Progam of tie Practising Law Institute" Feb. 8, 2008, at 8, available at 

http://www.sec.gov/news/speech/2008/spch020808cchtrn ('Chairman Cox Speech"). 

validates that view. ICI reports that "the 'do-it-yourself fund 

buyers who prefer to make investment decisions on thet own are a distinct minority. research 

indicates thai fully 80 percent of investors who hold funds outside of an employel-sponsored retirement 

Dlan turn ro financial advisers and other intermediaries for help and advice lfootnote omitted]." Remarks of 

Fad Schott Stevens,President and CEO, ICI, before the American Enteryrise Institute Conference on Rule 

12b-1,Sept. 14,2OO7. Avarlable at http://www.ici.org/home/07 aei-stevens.html#TopOfPage 

The Investment CompanyInstitute ('ICf') 
'ICI 

Edward Jonesis dually registered as a b'roker-dealer and as an investment adviser, Our Managed Account 

hogram is anEdward Jones Investment Advisory product 

We note that broker-dealers use feespaid under Rule 12b-1 plans, along witb other revenue sharing 

paynents, to provide for a range of shareholders seryices. 

http://www.sec.gov/news/speech/2008/spch020808cc
http://www.ici.org/home/07
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2. 	Account Level Disclosure 

In 20O4, the Commission stated:'bne approachon which we would particularly 
like to receivecommentwouldrefashionrule12b-1 to providethatfundsdeductdistribution-
related costs directly from shareholder accountsrather than from fund assets."t In our view, 
personalized,account-leveldeductionanddisclosureof actual charges and expenses is not the 
answer.Specificdisclosureson trade confrmations or accountstatementswouldrequire 
significant changes to systems, software,processesandproceduresat financial intermediaries 
andotherindustryparticipants.Firmswouldincur enormous coststo implement these changes 
and to develop the necessaryinftastructureto keep theinformationaccurateandtimely. We 
believeaccount-1evel and disclosure potentialfor errors, deduction would also travetremendous 
bothin calculations made and in clients' understanding ofthe fees "charged"to their accounls. 
Spaceconstraintson already crowdedaccountstatementsand confirmations would alsopresent 
firmswith major challenges. 

raise similar concerns:Othercommentators 

providingshareholder would incur 
substantialsystemscoststo assess feesaccurately.Investorswould 
ultimatelypayfor thosechanges. 

o 	 Fundsandbroker-dealers services 

o 	 Account level fees would be eollected by periodic redemption of fund 
shares,imposingadditionalcost." 

Changessuch as these almostcertainlywouldbring higher coststo fund investorsand adverse 
tax implications, andwould result in more limited fund choices. In our view, investors simply 
would avoid mutual funds, rather than endure theadditionalcomplexity and expense that account 
levelfeeswould entail. 

3. 	Recommendations 

We stronglyurgethe Commission to improve disclosure to investorsregarding 
RuleI 2b- 1 fees. Essentially, thisapproachwouldensurethat Rule i 2b- 1 fees are more 
transparentand understandable allowing fund investorsto investors, to make intelligent 
investmentdecisions.Such an approach wouldcontinueto recognizethe importance of Rule 

/ 	 IC-26356(Feb.24, 20M) 69FR 9726,9731(March1, 2004). See also lC-26591(Sept. 2, 2004); 69 FR 
54728 Sept. 9, 2004). 

o 	 Letter fiom Mary S. Podesta, Acting ceneral Counsel,ICI, to SEC, July 19, 2007 (ICI commentletteron 
12b-l Roundtable). See also Reportof the WorkingCrrouponRule l2b-1, Submittedto the ICI Board of 
Governors, May 2007, at t 5-16 and SIFNIA letterat 3. 
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broker-dealers 
financial intermediaries for the servicesthat they provideto fundsand fund shareholders, 
12b-1 in supporting the sale of mutual fund shares, in compensating and other 

and in 
providing investors with meaningful choicesof share classesandpricing methods' 

Overthepastseveralmonths at Edward Jones, we have evaluatedavarietyof 
options for improving disclosure of Rule12b-1fees. We recommend that that the Commission 
considerthefollowins: 

i. 	 Chaneethe teminologv associated with Rule 12b-1 fees. 

We believe that the term "Rule 12b-l fee" is confusing and we urgethe 
Commissionto replaceit.e We urge the Commissionto employ a functional 
name, such as'DistributionandServiceFees". 

ii. 	Provide standardized lansuasefor broker-dealers and other financial 
intermediaries to use with clients and nrospective investors. 

We urge the Commission to adopt anenhancedexplanationof Rulel2b-1 
fees on documents and disclosures andotherfinancialused by broker-dealers 
intermediaries.We foreseethat such disclosurescouldinclude in clear, plain 
English,a uniform: 

o 	 definitionofRule 12b-1 fees; 
o 	 explanationthatRule12b-1 fees are shared betweenthe mutual fund 

company,financial intermediary and, where applicable, the financial 
advisor; 

o 	 descriptionofthe ongoing servicesprovidedby the broker-dealer for 
which Rule 12b-1fees are paid;and 

. directionas to where to getadditional and more detailed information. 

Wehavepreparedanexampleofhow this type of disclosure mightbedrafted, 
whichis included asanAttachmentto this letter. Oncethe Commission aporoves 

ChairmanCox said: 

As most of you know (but mostretail investors don't kno\ '), ...[Rule 12b-1] permitsmutual 
fundsto pay outnearly$12billion a yearin investors' assetsfor purposessuchasreimbursing 
brokers for their expensesof marketing the funds to oth€r investors, and lor various 
administrati\€ services. 

ChairmanCox Speech at 8. We believe that a more descriplive termwould help investors better 
understandthe these fees. 
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Thankyouonce again for yourtime and considerationofour views. 

lly submitted,Respectfu 

/-/"-*Z A)-.AZ,
/ yimesD.Weddle 
vManaging Partner 

Edward Jones 

-Attachment Edward Jones Sample 12b- 1 Disclosure 

Cc: 	 The Honorable Christopher Cox,Chairman

The Honorable Paul S. Atkins, Commissioner

The Honorabie KathleenL. Casey, Commissioner

Andrew J. Donohue, Director,Division of Investment Management

Erik R. Sirri,Division of Trading and Markets

Robert L.D. Colby, DeputyDirector, Division of Trading and Markets


http:A)-.AZ,-


Attachment 

EdwardJonesSampleRulel2b-l Disclosure 

Certainmutual funds charge ongoingfees tlpically referred to as Rule"l2b-l fees" but are also 
called "distribution fees", "service fees",or "trails". Theterm"i2b-1" comesfroman SEC rule 
thatpermits mutual funds to chargethese fees. 

Themutualfund company paysRule 12b-1 fees from thefund'sassets,reducingyourfund 
investment.Mutual fund companiespayRule 12b-1 feesto broker-dealers, including Edward 
Jones.Edward Jones receivesRule 12b-l fees fiom each mutual fund company with which it 
has an agreementto sellthe fund, called a "dealeragreernent."EdwardJonespaysaportion of 
theRule l2b-1 fees to the financial advisor. Rule 12b-1 fees pay Edward Jones and the financial 
advisorfor the on-going service and support ofyour mutual fund investment, includingcustody, 
recordkeeping,ongoing advice, accountmaintenanceandaccountreporting' Edward Jones 
receivesotherrevenuefromthemutualfundcompanyor its investment adviser. We provide 
moreinformation about thesefees on our website. Rule 12b-1 fees are determined by the 
individualfund company, but certain rules limit the overall amount of Rule 12b-1feeson funds. 

Each mutual fund's Prospectus and,iorthe Statement of Additional Information (availableupon 
request)providesmoreinformationabout Rule 12tr 1 fees aswell as other feesand expenses 
associatedwith owning mutual funds. Edward Jonesarrangesfor youto receive aprospectusat 
the time ofan initial purchaseof a mutual fund and you can also obtained aprospectusby 
contactingthemutual fund company. Please consultwith yourEdward Jones financial advisor 
for more information about available disclosures. 

Nore: This model disclosure is based on the assumption that the Commissionhas not 
replacedtheterm "12b-1 fee"with other more descriptive terms,as we suggest. 


