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A As a smell, indenendent broker dealer, specializing in the re-
tiling of mutual ggﬁds, I vould strongly urge you to retain the 25 basis-
doint 12-B-1 fee & ven if the larger fees are rescinded

. The 12-B-1 fee was originally instituted in 1980 during a neriod of
weakﬁ@ks in the securiti€s markets that lasted from the late 1960's until
1982, The SEC and the irdustry were concerned about net redempticns of
mutual funds over new sales and the consequent imw=ct on the securities
markets caused by the liguidationg of fund nositicons to raise funds for
meeting redemption demands. We avolded a meltdown during the 1970's and
early 1980's in part because broker-dealers were able to receive 12-B-1
compensation for contacting mutual funds shareholders and discouraging
them from redeeming their accounts. While broker-dealers could have tele-
phoned their mutmal-efund shareholders without receipt of a 12-B-1 fee,
human nature being what it is, representatives may have been less likely
to call s customer without some expectation of a monetery benefit. Re-
member thet, in 1980, mutual funds were sold with front-end loads and
without any commission of any kind for their redemntion. Calling a client
who has not added to an inactive account and does not seem to be a »nros-
nect for future purchases in a lackluster or declin®market is not some-
thing that the aversge resppesentative would be inclined to do.

The 12-B-1 concent worked during the 1980's and, arguably, lajd
groundwork for a Guarter-cent.-ury bull market irstead of a free-faol
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market agerages and even a markst meltdown. It should be retained at a
25 basis-noint level for this reason, as we are inevitably goin? To oo
exnerience mark:st volotility in the Tutures v

The additicnal 12-B-1 fees that were imnosed lster, however, were
not clearly justified ard have degenersted into payment for order flow.
Although we have not received these additional fees, many broker-dealers
nave chosen to recemmend funds to customers because of their 12-B-1 fess
irstead of thelr suitability or inwestrent return. This, in my judgment,
borders on the unethical and shovld be brought -to an end, However, I
strengly urge you tec retain the original 1980 12-B-1 fee of .25%, which
is only $2.50 ver $ 1,000 of client assets--2z small price for anyocne to
vay for a stable market and relative freedom from the wholesale dumn-
ing of vortfolio securities in a declining market.

Very truly yours ,

Tds hordrer g, Dumarpd oy
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