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Re: File No. S7-15-10
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Dear Ms. Murphy:

We appreciate the opportunity to comment on Mutual Fund Distribution Fees;
Confirmations issued by the U.S. Securities and Exchange Commission (the “SEC”).Y This
letter responds to the SEC’s request for comment on the proposed new rule and rule amendments
that would replace Rule 12b-1 under the Investment Company Act.

I. Introduction

LPL Financial Corporation (“LPL”) is one of the nation’s leading diversified financial
services companies and is registered with the SEC as both an investment adviser and broker-
dealer. LPL currently supports the largest independent registered representative base,? (referred
to herein as “financial advisors™) and the fifth largest overall registered representative base in the
United States, providing financial professionals with the front, middle, and back-office support
they need to serve the large and growing market for brokerage services and independent
investment advice, particularly in the market of investors with $100,000 to $1,000,000 in
investable assets. As of September 30, 2010, brokerage and advisory assets totaled $293 billion,
of which $86 billion was in advisory assets. In 2009, brokerage sales were over $28 billion,
including over $10 billion in mutual funds and $14 billion in annuities. Advisory sales were $23
billion, which consisted primarily of mutual funds.

Y Investment Company Act Rel. No. 29367, 75 Fed. Reg. 47064 (Aug. 4, 2010) (“Proposing Release™).
2 Investment Advisor’s Top 25 Independent Broker/Dealers, Investment Advisor, June 2010.
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LPL operates as a financial intermediary, providing an integrated technology platform,
comprehensive self-clearing services and full open architecture access to leading financial
products. LPL does not manufacture any financial products itself, including mutual funds.
Rather, LPL’s platform provides access to over 8,500 financial products, which are
manufactured by over 400 product sponsors. Providing this unique set of services in an
environment unencumbered by conflicts from product manufacturing, underwriting or market
making means that LPL is well positioned to explain the sentiment of financial advisors,
financial intermediaries, and investors with respect to marketing and distribution fees.

With this background, we offer the following comments:

Investors and LPL financial professionals share a common goal: receiving and providing
financial advice, products and services at a fair price. A market-clearing equilibrium is achieved
as financial professionals provide commission-based brokerage and/or fee-based advisory
services to clients with varying levels of assets and investment sophistication. While LPL
applauds the SEC’s efforts to improve the structure for marketing and distribution fees, LPL
believes that 12b-1 fees currently provide a cost-effective and simple way to compensate
financial services firms and professionals. This structure provides a mechanism that encourages
financial professionals to offer ongoing services that meet the needs of individuals of all income
levels — especially the needs of those for whom advisory accounts are too expensive,
inappropriate, or unwanted. Perhaps most importantly, 12b-1 fees contribute to investor choices,
facilitating a way in which investors can pay for distribution-related costs while purchasing no-
load share classes through financial intermediaries. The SEC’s current proposal likely will have
unintended consequences for investors, including a decline in investment options and a decrease
in available investment advice and other services. LPL believes that the proposal fails to
appreciate the value of investment advice, discounting the value by limiting 12b-1 fees and
allowing negotiated commissions. Those investors who most need the advice and services of
financial advisors as they make investment decisions stand to suffer the greatest harm as
declining commissions and distribution fees force financial intermediaries to scale back the
services they offer. In short, LPL believes that there is no documented need for the degree of
reform proposed at this time.

LPL supports the SEC’s proposals to improve nomenclature and disclosure regarding
marketing and distribution fees and supports the policy behind adopting a straightforward
“marketing and service fee” structure in a new Rule 12b-2. However, LPL asks the SEC to
clarify the types of services that may be covered by this fee or choose a name that more precisely
describes the specific underlying services. In addition, LPL encourages the SEC and the
industry to take the following steps before adopting new rule 12b-2 or embarking on an overhaul
of the other aspects of distribution financing, such as imposing a cap on ongoing sales charges
and allowing negotiable broker-imposed account-level sales charges:
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(1) Demonstrate that there is an actual need for regulatory reform of ongoing sales
charges;

(2) Ensure that wherever possible, unintended consequences for investors are
avoided;

(3) Undertake a thorough analysis of the potential impact ongoing sales charges and
broker-imposed account-level sales charges may have on market efficiency,
competition, and capital formation; and

(4) Work with Congress to ensure the SEC has adequate statutory authority for each
proposed rule and rule amendment that addresses distribution fees.

I1. Improved Disclosure of Distribution-Related Fees

There is general consensus among industry and investor representatives that disclosure
improvements and increased transparency into the use of 12b-1 fees are warranted.®’ Improved
disclosures and explanations of fees would enhance investor access to information and allow
them to interact more knowledgeably with the mutual fund industry. As a result, LPL fully
supports the SEC’s proposal to abandon the use of the term “12b-1 fees” and require the use of a
truly descriptive name to identify these types of charges. LPL also supports the principle of
providing detailed information regarding initial and ongoing sales charges to each investor, but
recommends that such disclosures not be included on each confirmation for the reasons
discussed below. In addition, LPL encourages the SEC to coordinate adoption of any 12b-1
reform measures with other recent regulatory reforms and those currently under consideration.

A. Timing and location for improved disclosures

Rather than placing detailed information regarding initial and ongoing sales charges on
each confirmation, LPL encourages the SEC to adopt an access equals delivery model for sales
charge disclosures. LPL believes adding the detailed sales charge information to each
confirmation may overload this document with information, making it difficult for investors to
discern precisely what costs are included. In addition, by providing the details on the
confirmation, the information would not reach the investor until a transaction settles — after the
investor has made the decision to purchase a particular fund share. Under an access equals
delivery approach, financial intermediaries could be required to make detailed information
available on a publicly-accessible website and include information about how to access that
website on each transaction confirmation and each account statement. This would give investors
access to the information in a user-friendly format on an ongoing basis.

3/ Securities and Exchange Commission Division of Investment Management, 12b-1 Roundtable (Jun. 19, 2007),
transcript avail. at: http://www.sec.gov/news/openmeetings/2007/12b1transcript-061907.pdf (“12b-1 Roundtable™).
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B. Coordination with other recent regulatory changes

LPL also encourages the SEC to take a broad and consolidated view of the new and
forthcoming disclosure requirements being imposed across the industry. The SEC recently has
adopted and currently is considering numerous regulatory reforms that will form the basis for
comprehensive improvements to disclosures and communications with investors. These
measures include: adopting a new investment adviser brochure, evaluating the fiduciary standard
applicable to financial advisors and related disclosures, extending the interim final temporary
rule regarding principal trading, and proposing this extensive overhaul of distribution fees. As
the SEC promulgates these new rules, LPL asks the SEC to consider how these various reforms
will interact. For example, if the SEC adopts a new fiduciary standard for broker-dealers, will
that have an impact on how the distribution fees permissible under the proposed 12b-1 reforms
are implemented? LPL is concerned that if the new regulations come into effect in a piecemeal
fashion without significant coordination and guidance from the SEC, the regulated entities
affected by these changes may face confusion about how the variety of disclosure requirements
interact and how to resolve potential conflicts. Similarly, investors may be uncertain about
where they can expect to receive information about conflicts, fees, and available services. It
would be helpful, for financial intermediaries and investors alike, for the SEC to coordinate the
adoption of disclosure-related reforms and provide comprehensive guidance on how these
disclosures are to be packaged, coordinated, and delivered to investors.

I11.Proposed Rule 12b-2 - the “Marketing and Service Fee”

In principle, LPL supports the proposed new Rule 12b-2, the “Marketing and Service
Fee”. The proposed Rule 12b-2 would provide a clear mechanism to compensate financial
intermediaries for the tasks they regularly perform. These task are easily understood by
investors, and include, for example, (i) maintaining and updating book and records; (ii) sending
and maintaining client documents; (iii) maintaining a copy of all correspondence; (iv) being
available for meetings with clients and auditors; (v) implementing anti-money laundering and
other compliance protocols; and (vi) reviewing client accounts.

A. Definition of “services”

In light of the broad spectrum of “services” that a financial intermediary may provide,
LPL encourages the SEC to provide greater clarity regarding what costs may be covered by the
“services” component of the proposed 12b-2 fee. The SEC could simply use a more descriptive
name such as “Marketing and Distribution Fee” to educate retail investors about the types of
services likely to be covered. Alternatively, the SEC could detail in its adopting release the
specific types of services Rule 12b-2 is designed to cover. If the SEC decides to keep the current
proposed name, LPL recommends that the fund boards that currently have oversight
responsibilities for 12b-1 payments be authorized or directed to make a determination regarding
what costs are covered by this fee and describe this determination in each fund’s prospectus.
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B. Setting the cap at 50 basis points

Given the breadth of services that may be covered by this fee, and the costs of providing
such services, LPL encourages the SEC to pursue the option raised in the Proposing Release of
increasing the cap on 12b-2 fees to 50 basis points.* A 25 basis point cap may eliminate the
creative mechanism currently available to funds and financial intermediaries to combine services
and meet investor needs. For example, the ability to bundle administrative services enables
funds to offer R shares to retirement plans. A slightly higher cap would provide the flexibility
essential to ensure the fee accurately reflects the specific services rendered by each financial
intermediary. For example, a 50 basis point cap would give mutual fund boards additional
flexibility to provide appropriate compensation to financial intermediaries willing to take on
additional distribution and marketing related responsibilities. It also would let competition on
price and services drive the costs for investors and increase the likelihood that a variety of
service levels would be available to investors. Moreover, LPL believes that a 50 basis point cap
more accurately reflects the actual cost of marketing and other services provided by financial
intermediaries (some of which is subsidized currently through revenue sharing and other
arrangements with mutual fund investment advisers); and would reflect the potential shift of
additional distribution responsibilities to financial intermediaries as a result of other aspects of
the proposed reform of distribution fees.

If the SEC determines that the cap should be set at 25 basis points, LPL encourages the
SEC to consider an exception or alternative level for money market funds and retirement plan
accounts. Since money market funds are used extensively by commercial sweep accounts, which
rely on the funds for overnight cash management purposes, the administrative costs associated
with the distribution of these fund shares are often higher than 25 basis points. A 25 basis point
cap would require financial intermediaries to establish new mechanisms to track ongoing fund
shares, which would provide minimal benefit for shares held only overnight. Similarly, the 25
basis point cap poses particular difficulties for the administration of retirement plan accounts.
Many financial intermediaries currently receive greater than 25 basis points for the cost of
providing bundled services to retirement accounts, particularly for small plans. A cap of 25 basis
points combined with the increased costs financial intermediaries may incur to establish tracking
systems for individual shareholders within a plan may cause some financial intermediaries to
stop offering services to small retirement plans. As a result, LPL recommends that the SEC take
into consideration the unique nature of money market distribution and retirement account
administration and adjust the 12b-2 proposal accordingly.

IV.Proposed Rule 6¢-10(b) — “Fund-Level Sales Charges”

Before adopting the proposed amendment to Rule 6¢-10 that places a cap on ongoing
fund-level sales charges, LPL encourages the SEC and the industry to determine if there is a
demonstrated need for regulatory changes at this time and address the possible unintended
consequences of the rule amendment.

# LPL believes that mutual fund boards, including the independent members, should retain the ability to evaluate,
negotiate, and approve the fee levels that are appropriate for each fund.
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A. There is no documented need for regulatory changes at this time

LPL encourages the SEC to follow the approach used in the 1970s and 1980s when it first
evaluated and eventually adopted regulations regarding marketing and distribution fees. This
would include undertaking a substantial analysis of investor needs, current regulations, market
conditions, and industry capabilities before embarking on a significant overhaul of mutual fund
distribution fee regulations.

The analysis undertaken to date stands in stark contrast to the analysis the SEC conducted
in the past when first considering the impact of substantial changes to marketing and distribution
fees. In 1974, when abolition of 22(d) was last considered, the SEC determined that a
comprehensive study was essential before moving forward with such radical regulation changes.
And yet the securities markets were significantly smaller, less complex, and more stable than
they are today. In the late 1970s and 1980, the SEC undertook extensive steps to analyze the
developing market, investor needs, and industry capabilities, and provided ample opportunities
for investor and industry input. Specifically, the SEC commissioned a comprehensive study of
mutual fund distribution by Division of Investment Management in 1974,% held four days of
hearings in 1976,% issued an interpretive release in 1977, provided advanced notice of
rulemaking in 1978,% followed eventually by a rule proposal in 1979% and the eventual rule
adoption in 1980.%%

Today, there has been no analysis that demonstrates a need to change the structure of
marketing and distribution fees. The SEC may be trying to fix a situation that isn’t really
broken. Panelists at the SEC’s 12b-1 roundtable articulated the merits of the current 12b-1
structure and did not come to consensus or raise alarms on the need for structural changes to the
rate regulation.XY’ Furthermore, there is no industry or investor consensus regarding what
statutory or regulatory changes would best address these as yet unidentified needs. Panelists at
the SEC’s 12b-1 roundtable did not reach consensus on the types of regulatory changes that
would be most beneficial. They discussed possibilities such as internalizing versus externalizing
payment of fees, and strengthening the role of fund boards in fee oversight, but did not reach
consensus on what might be needed or effective.2? Finally, there has been no comprehensive
analysis of how the recent historic economic downturn and turmoil in the markets has effected
the distribution of mutual fund shares. Given the fragile state of our economic recovery and the

¥ Securities and Exchange Commission Division of Investment Management, Mutual Fund Distribution and Section
22(d) of the Investment Company Act of 1940, Rep. to the Sen. Comm. on Banking, Housing and Urban Affairs
Nov. 4, 1974) (“1974 Mutual Fund Report™).

o Announcement of Public Hearings, Investment Company Act Release No. 9470, 1976 SEC LEXIS 691, at *1 (Oct. 4,
1976),

u Bearing of Distribution Expenses by Mutual Funds, Investment Company Act Release No. 9915 (Aug. 31,

1977),

o Be;ring of Distribution Expenses by Mutual Funds, Investment Company Act Release No. 10252 (May 23, 1978),

o Bearing of Distribution Expenses by Mutual Funds, Investment Company Act Release No. 10862, 1979 LEXIS

735, at *5-*6 (Sept. 7, 1979),

10 Bearing of Distribution Expenses by Mutual Funds, Investment Company Act Release No. 11414, 1980 LEXIS 444, at

*26 n.49 (Oct. 28, 1980).

11712b-1 Roundtable, supra note 3; and Proposing Release, supra note 1.
12/12b-1 Roundtable, supra note 3.
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important role mutual funds play in our capital markets, LPL believes the SEC should proceed
more deliberately before taking any steps that could disrupt mutual fund distribution.

B. Rule 6¢-10(b) may have unintended consequences for investors

The proposed changes to Rule 6¢-10 that would impose a cap on ongoing fund-level sales
charges may have a number of unintended consequences for investors. First, the proposal may
effectively eliminate investment options for investors. For example, A shares will become
presumptively unsuitable in light of the cap on ongoing sales charges applicable to C shares®®/ —
preventing diligent broker-dealers from recommending these securities to potential investors, and
potentially causing funds to stop offering this option. Similarly, the economics of R shares will
change, and they will become more complicated to implement.?*’ As a result, funds may stop
offering R-shares.

Second, investors may no longer be able to obtain quantity discounts or scheduled
variations on front-end sales loads. The proposed new rule, which would permit, but not require,
mutual funds to apply scheduled variations and discounts when determining the reference load
for an ongoing sales charge, may cause the fund to stop offering these options to investors when
it is placed in an untenable position. The flexibility surrounding the reference load forces a fund
to choose between (i) using a uniform reference load that will cause some investors to pay higher
sales charges; and (ii) undertaking a costly and complex system of variable reference loads to
ensure investors have access to all scheduled variations for which they are eligible. A fund that
chooses not to apply the discounts for purposes of determining the reference load is knowingly
choosing a sales option that is more costly for investors and in conflict with the stated purpose of
the cap on ongoing sales charges. As a result, funds’ efforts to avoid encountering this conflict
may cause them to cease offering quantity discounts and scheduled variations on front-end loads
to investors - the path the SEC is specifically trying to avoid.

Even if breakpoints and other discounts continue to be available, the proposed flexibility
may make it more difficult for investors to understand the possible costs associated with various
share classes. Similarly, financial intermediaries will face greater challenges in explaining to
investors how to determine the full spectrum of available discounts, as the calculations will vary
from fund to fund and follow no singular principle. These circumstances may serve to cloud the
disclosure atmosphere surrounding fees at a time when the SEC is attempting to provide greater
clarity.

2 When the sales load on C shares cannot exceed that of A shares, a C share provides the possibility of a lower
sales charge (if the investor sells the shares within a certain timeframe), without the threat of ever incurring higher
charges than an A share. As a result, the A share no longer provides a benefit to investors and is presumptively
unsuitable.

14'R-shares currently provide a fee structure that covers the recordkeeping, plan administration, and employee
communication expenses for the bundled providers, placing outside firms on a par with the bundled provider’s
proprietary funds. The proposed rule will require separate and potential increases in other fee categories.
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Third, the proposal to assess ongoing sales charges at the account level rather than the
fund level may have negative tax consequences for investors. Fees based on a fund’s net asset
value result in a reduction in taxable fund distributions and in the shareholder’s reported taxable
earnings, and thus, lower tax payments. In comparison, when the advisory fee is paid on an
account-by-account basis with out-of-pocket, pre-tax dollars, the taxable earnings are no longer
reduced by the assessed fees and the tax benefits generally are available only when the investor
is able to report such expenses under “miscellaneous itemized deductions” subject to the 2% of
AGI limitations. Less than 5% of households are able to deduct such expenses.

Fourth, it remains to be seen how the industry will handle tracking sales charges on an
account-by-account basis (whether it will be handled by the funds themselves or, more likely,
become the responsibility of the financial intermediaries). How this is resolved will have a
significant effect on the costs transferred to investors and other aspects of investors’ experience
with mutual fund investing. LPL maintains that account-by-account tracking should be a fund
responsibility. Funds have the power to set the parameters of sale charge options and ultimately
will benefit from the sales charges imposed. In addition, funds have direct access to or control
over shareholder purchase and sale information®>’ and have the authority to obtain information
underlying omnibus accounts from DST. Furthermore, funds have the advantage of economy of
scale to implement the tracking — charges differ by fund, so a fund’s tracking need only
accommodate the differences of that fund family, while a financial intermediary’s tracking
system would need to accommaodate the different charges imposed by a wide spectrum of fund
families. Despite these factors, there is a risk that responsibility for account-by-account tracking
and conversion will be shifted to the financial intermediaries.

Finally, the proposal to cap ongoing sales charges may have a number of other
unintended consequences. Account level fee restrictions may have an impact on investors’
ability to move between financial intermediaries if the financial intermediary has record-keeping
responsibilities. The proposal may disrupt the direct business option, limiting investors’ ability
to transact directly with funds. In addition, it may bring asset-based fees back into brokerage —
after having just eliminated it. And as with the challenging logistics of cost-basis tracking, a cap
on ongoing sales charges may make it difficult for individual financial advisors to move from
one broker-dealer to another.

V. Proposed Rule 6¢-10(c) — the “Account-Level Sales Charge”

LPL’s greatest concerns arising from the Proposing Release center on the possibility that
broker-dealers may be authorized to impose a negotiated account-level sales charge. LPL is
significantly concerned that this proposal will have the opposite of the SEC’s intended effect on
investors. Before adopting the proposed amendment to Rule 6¢c-10 authorizing broker-imposed
account-level sales charges, LPL encourages the SEC to demonstrate the need for the proposal
and address the possible unintended consequences of the proposed rule.

3/ This information is available to funds through the fund-advisory contract and as a result of the near-universal
affiliation between a fund adviser and distributor.
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A. There is no demonstrated need for a broker-imposed account-level sales charge

LPL encourages the SEC to undertake a substantial analysis of investor needs, current
regulations, market conditions, and industry capabilities to determine whether there is truly a
demonstrated need for the SEC to authorize a broker-imposed account-level sales charge. The
existing regulatory structure provides opportunities for funds and financial intermediaries to
provide investors with a wide spectrum of investment options and related services. Investors can
take advantage of the highly competitive marketplace fostered by the current regulatory
framework, where investors, with the help of their financial advisors, may select from an
alphabet soup of share class options, each of which carries its own unique sales charges. In
addition, the current regulatory framework enables shareholders to take advantage of volume
discounts for which they qualify, purchase shares on a no-load basis, purchase similarly situated
exchange-traded funds, or purchase a no-load option.

It is not clear precisely what problem the proposed broker-imposed account-level sales
charge is attempting to address. The evidence indicates that there already exists ample
competition with investment choice as a principal component of the industry. In fact, investors
and their financial advisors may not be faced with the problem of too little choice, but instead
face the dilemma of navigating through numerous available options when deciding which
investment best suits the investor’s needs. To add another level of intricacy to this already
complex decision-making process may prove to be counterproductive.

B. Rule 6¢-10(c) may have unintended consequences for investors

When assessing the prospect of distribution fees in 1974, the SEC recognized the
importance of fee oversight by independent members of fund boards.2®’ The same issues remain
true today. For example, the diversity of potential fees requires a higher level of sophistication
and additional research and understanding on the part of investors. As the SEC Chairman stated
in 1974: “it would be unrealistic to suppose that a sudden end to retail price maintenance would
be accompanied by the level of investor sophistication and sensitivity to sales loads that would
be needed to make a price competitive distribution system work.”*” Retail investors may not be
sufficiently sophisticated or have access to the tools necessary to fully evaluate the scope of
services provided and their relative value. Furthermore, investors are not well positioned to
negotiate fees with financial intermediaries — individuals inherently operate at a disadvantage
with respect to large corporations or even well-organized smaller financial intermediaries.

In addition, the proposal may have the effect of decreasing competition as large players
in the market are able to monopolize pricing and small firms are disadvantaged or even pushed
out of the market. The proposed structure effectively would substitute a cost comparison for the
current service-based competition. This could make price the paramount factor, cause a decline
in services available to investors; or signal a devaluation by the SEC of the advice and other
services a financial advisor can provide to investors. Moreover, the proposed structure may

181974 Mutual Fund Report, supra note 5.
11| etter from Chairman Ray Garrett, Jr., to the Chairman of the U.S. Senate Committee on Banking, Housing and
Urban Affairs (Nov. 4, 1974), 1974 Mutual Fund Report, supra note 5.
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make an already complicated decision more complicated as other fees are increased to cover lost
revenue and disclosures at the point of sale necessarily cover a wider variety of fees.

V1. Cost-Benefit Analysis
A. Statutory requirements

Cost-benefit analysis is of utmost importance for SEC regulations given the direct impact
such regulations have on the productivity and stability of the economy. This is particularly true
in the area of mutual fund regulation, in light of its size and the great variety of participating
investors (from retail to sophisticated institutional investors). Section 2(c) of the Investment
Company Act requires the SEC to include a cost-benefit analysis in the course of certain
rulemakings.¥’ The language of Section 6(c), providing that the SEC may by rule establish
exemptions from any provision of the ICA “if and to the extent that such exemption is necessary
or appropriate in the public interest and consistent with the protection of investors and the
purposes fairly intended by the policy and provisions of this title”,* triggers the cost-benefit

analysis requirements of Section 2(c).

In recent years, an incomplete cost-benefit analysis has jeopardized SEC rulemaking. For
example, in Chamber of Commerce of the United States v. SEC,2% the court struck down the
mutual fund governance rule because the SEC failed to fulfill “its statutory obligation to
determine as best it can the economic implications of the rule it has proposed.” In American
Equity Investment Life Insurance Company v. SEC,2 the court vacated the indexed annuities
rule because the SEC failed to provide “a reasoned basis for its conclusion that Rule 151A would
increase competition[,] ...failed to consider the extent of the existing competition in its analysis,”
and its capital formation analysis was based on the “flawed presumption that the enhanced
investor protections under Rule 151A would increase market efficiency.”2%/

B. Current cost-benefit analysis

Here, the proposed amendments to Rule 6¢-10 are vulnerable to judicial challenges
because the SEC may not have adequately analyzed the potential impact the proposed rule may
have on efficiency, competition, and capital formation. The cost-benefit analysis focuses on
costs that may result for funds and “other marketplace participants”, which the SEC identifies as
investment advisers to the funds.22’ The cost-benefit analysis does not adequately address the
potential impact on financial intermediaries. As noted above, the responsibility for tracking
ongoing sales charges on an account-by-account basis and converting share classes required by
the proposed amendments to Rule 6¢-10 may not be borne by the funds or fund advisers
themselves. Instead, these responsibilities may be passed on to the financial intermediaries.

¥ gpecifically, Section 2(c) provides: “Whenever pursuant to this title the Commission is engaged in rulemaking
and is required to consider or determine whether an action is consistent with the public interest, the Commission
shall also consider, in addition to the protection of investors, whether the action will promote efficiency,
competition, and capital formation.” 15 U.S.C. § 80a-2(c).

15 U.S.C. § 80a-12(b)

2412 F.3d 133, 142 (D.C. Cir. 2005),

g No. 09-1021 (D.C. Cir. July 12, 2010),

= Prbposing Release, supra note 1, at fn 441.
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The Proposing Release does recognize that financial intermediaries may experience a
reduction in compensation as a result of the cap on ongoing sales charges and lists required
actions that may increase costs for these financial intermediaries to the tune of $50,000 and 100
hours of internal personnel time.2  However, the Proposing Release does not acknowledge the
full scope of additional responsibilities and associated costs that may be shifted to financial
intermediaries related to account-level tracking, and dramatically underestimates the potential
costs that likely will result if the rule changes are adopted as proposed. The cost-benefit analysis
assumes that only record-keepers for certain retirement plans and omnibus accounts will bear
account-level tracking and share class conversion responsibilities.?®’ As a result, the SEC’s
analysis fails to consider the true cost implications for financial intermediaries, who are essential
market participants directly impacted by these proposed rules.

The SEC’s analysis may similarly underestimate the cost implications of the proposed
amendment to Rule 6¢-10(c) authorizing a broker-imposed account-level sales charge. The SEC
estimates that the cost of implementing this rule will be limited to a one-time cost of $400 for a
fund to include a disclosure regarding the potential sales charge in its registration statement. The
SEC further indicates that there are no ongoing costs for funds and any costs imposed on
financial intermediaries would be fully offset by the potential benefits. While the SEC indicates
that the elective nature of the 6¢-10(c) proposal will mean that only those financial
intermediaries who choose to utilize the new commission option will incur any costs, LPL
believes the nature of competition makes this choice illusory. As soon as a major market
participant utilizes proposed Rule 6¢-10(c) to offer a lower commission, competitive pressures
will obligate all financial intermediaries to follow suit. As discussed in greater detail below, the
SEC’s current analysis does not take into account the full impact on financial intermediaries of
implementing the account-level sales charges, making the rule vulnerable to judicial challenges.

C. Additional costs considerations

As noted above, LPL is a self-clearing broker that does not process brokerage
transactions in mutual fund accounts on an omnibus basis. LPL estimates the true cost for
financial intermediaries, such as LPL, likely will reach $3 to $4 million in the twelve to eighteen
months needed to establish the disclosures, technology, processes and support systems necessary
to implement the regulatory reforms outlined in the Proposing Release. The on-going

2/ The SEC indicated that financial intermediaries may need to: (a) Enter into new or amended distribution
agreements with funds the sell; (b) enhance their recordkeeping systems, update sales literature; and (c) provide
additional training to their sales representatives regarding the new regulatory framework for mutual fund asset-based
distribution fees and the suitability of different share classes for their clients. Proposing Release, supra note 1.

& «Only record-keepers that provide services to retirement plans that offer fund share classes with 12b-1 fees in
excess of 25 basis points would be affected by our proposal.” Proposing Release, supra note 1, at 204.

%/ The SEC expects record-keepers’ compensation for these accounts to remain the same and estimates that it would
cost a record-keeper approximately $1,000,000 in one-time costs and $1,500,000 annually to manage ongoing sales
charges Proposing release at 205. The Proposing Release does not calculate an estimate of the anticipated costs for
record-keepers of other omnibus accounts.

“These expenses would include, but not be limited to, expenses related to enhancing computer software to begin
tracking and aging share histories and multiple share classes, additional computer hardware and storage costs for the
increased volume of information related to participant positions, larger participant statements (and higher mailing
costs), increased time spent providing service to participants, and costs related to managing the operational
complexities.” Proposing Release, supra note 1, at 205.

11
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annual costs required to enact the reforms are projected to be between $250,000 and $500,000
annually—resulting from the need to bring on additional staff.

With respect to the above estimates, the SEC’s analysis does not account for a number of
tasks that will be required of financial intermediaries to implement the proposed rule changes.
These tasks include:

Disclosure Improvements:

Revising disclosures on applications, prospectus receipt forms, statements,
confirmations and any related technology and trading platforms.

In the case of Proposed Rule 6¢-10(b), providing clarification and custom
notifications to clients that transfer positions from another institution offering
different sale charges for similar or the same positions.

Working with technology service vendors and partners to update and program the
interoperability (i.e., communications and linkages) between our systems and
theirs for reporting purposes.

Rule 12b-2, Rule 6¢-10(b), and Rule 6¢-10(c):

Enhancing educational material for advisors and clients regarding sales charge
options and operations;

Establishing the technology and processes to monitor, supervise and track
individual sales to ensure any maximum sales charge is not exceeded, that the
standard charge is uniformly adhered to, that no client is overcharged, and that
each sales charge is “fair and reasonable” with respect to each client and
transaction;

Developing technology and processes to capture fees paid for shares purchased at
another firm or grandfathered into the rule, and adjust share price and on-going
sales charges accordingly;

Creating the methodology to efficiently identify the price structure of a fund as a
factor in determining suitability, especially in switches between share classes;

Revising compliance exception reports and enhancing trade blotters to include
monitoring for switches not only from one fund to another but also between share
classes within single funds;

Implementing a policy around switches between families of funds and developing
technology to capture that data, issue reports and forms;
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e Integrating surveillance of money market funds into processes for on-going sales
charge monitoring;

e Enhancing technological capability and supervisory staffing to address the
potential increase in related non-compliance “red flags;”

e Changing online tools and processes (e.g., Breakpoint Calculators and Fund
Look-up databases) to accommodate new fee caps and fund-level sales charges;

e Updating trade, commission and payment infrastructures to accommodate fee
caps and fund-level sales charges;

e Incurring the cost of changes made by our technology partners (e.g., BETA or
DST—data providers and record-keepers), which are likely to end up being pass-
through cost increases for LPL; and

e Acquiring third-party audits to ensure compliance with the Proposing Release.

The SEC’s cost-benefit analysis does not account for any of the above anticipated costs
or otherwise address the potential impact on financial intermediaries, which are essential
marketplace participants. LPL believes that many of the above tasks could more efficiently be
taken care of by fund companies, thus easing some of the burden placed on intermediaries.

VIl. Statutory Authority

LPL is concerned that the SEC may not have sufficient statutory authority to adopt the
new proposed rules regarding distribution fees, including Rules 12b-2, 6¢-10(b), and 6¢-10(c).
The expense and disruption resulting from invalidation of the fee-based brokerage rule taught the
brokerage industry a painful lesson about the costs of relying on a rule adopted without adequate
statutory authority. As a result, LPL encourages the SEC to work with Congress to resolve these
concerns before proceeding with the rulemaking process.

A. Proposed Rule 12b-2 — Marketing and Service Fee

The industry has raised concerns in the past that Section 12(b) authorizes SEC
rulemaking only for transactions not sold through underwriters, which would preclude the SEC
from adopting Rule 12b-2 as proposed.Z”’ In response to these concerns, the SEC has indicated
that:

the “phrase ‘except through an underwriter’ does not deprive the
Commission of authority over the distribution financing activities of funds
which have underwriters. If a fund finances distribution, it becomes so

2 The grant of rulemaking authority in Section 12 of the Investment Company Act provides: “It shall be unlawful
for any registered open-end company ... to act as a distributor of securities of which it is the issuer, except through
an underwriter, in the contravention of such rules and regulations as the Commission may prescribe as necessary or
appropriate in the public interest or for the protection of investors.” 15 U.S.C. 8 12(b) (emphasis added). If
"Congress has directly spoken to the precise question at issue . . . [then] that is the end of the matter; for the court, as
well as the agency, must give effect to the unambiguously expressed intent of Congress."# Chevron U.S.A., Inc. v.
Natural Resources Defense Council, Inc., 467 U.S. 837, 842-43 (1984).
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actively and intimately involved in the distribution process that, even if it
contracts with an underwriter, it cannot fairly be said to be distributing
through that underwriter. Such a fund should more properly be viewed as
acting as a distributor along with the underwriter.2’

LPL is concerned that the SEC’s interpretation may be challenged as unreasonable. Even
if a fund is “actively and intimately involved” in distribution activities to such an extent that it is
acting as a distributor along with the underwriter, these actions may not eliminate the effect of
the exclusion Congress explicitly included in the statute.? Practically speaking, when a fund has
engaged an underwriter, fund shares are not available to investors other than when purchased
from that underwriter or its agent.*

Critics of the SEC’s proposal may argue that Congress anticipated that an underwriter
does not act alone in distributing investment company securities and actually requires funds to be
intimately involved in the distribution process when using an underwriter.2¥ This exception
appears to refer to transactions involving the securities of investment companies that have
engaged an underwriter pursuant to Section 15 of the Investment Company Act, which
necessarily involves the active participation of the investment company itself. Once an
underwriter has been engaged in accordance with Section 15, each sale of a fund’s securities is
“through an underwriter” even though the fund is also involved in the distribution. As a result,
the SEC may not have the authority to impose the cap on marketing and service fees as proposed
in Rule 12b-2.

B. Proposed Amendment to Rule 6¢-10(b) — Ongoing Sales Charge

LPL also is concerned that the SEC may not have sufficient statutory authority to adopt
Rule 6¢-10(b) as proposed. While the SEC has indicated that it is authorized to regulate
excessive distribution expenses, Congress has articulated its intent to delegate this authority
exclusively to FINRA. 32/ Other provisions of the ICA, primarily Section 22(b), delegate
responsibility for regulation of excessive distribution expenses, including transactions through an
underwriter, to FINRA (or another national securities association registered pursuant to Section

% Release No. IC-11414, supra note 10 (1979-80 rulemaking procedures for Rule 12b-1, where the SEC disagreed
with these concerns, referencing the SEC spokesman’s comments to Congress).

2 1t is not clear from the SEC spokesman’s testimony how adding a sales charge makes the fund more intimately
involved in distribution than it is with a no-load fund.

0 e.g., If the investor calls the fund directly to purchase shares, they will be directed to the fund’s underwriter to
complete the transaction.

3V The definition of underwriter in Section 2(a)(40) likely captures those situations when other parties, such as the
investment company itself, are also involved in the transaction. See also, Section 15 of the Investment Company
Act (requiring initial approval by the fund’s independent directors and annual approval by the fund’s independent
directors or a majority of the fund’s outstanding voting securities); and Lee Gremillion, Mutual Fund Industry
Handbook: A Comprehensive Guide for Investment Professionals, 167 (2005) (describing the standard provisions of
an underwriting agreement, including the agreement for the underwriter to be the fund’s exclusive selling agent).
%2/ 1n Section 22(c) Congress grants the SEC the power to join FINRA in adopting the rules authorized in Section
22(a) regarding the time of redemption and means of calculating the net asset value for investment company
securities, but does not authorize the SEC to join FINRA in regulating excessive distribution expenses in
transactions executed through an underwriter found in Section 22(b). 15 U.S.C. § 80a-22(c).
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15 of the ICA)2' If Congress intended to authorize SEC regulation of distribution expenses in
transactions involving underwriters, Congress could have provided this authority in the course of
the recent financial regulatory overhaul. LPL is concerned that Congress’ inaction on this point
may undermine the SEC’s position. It may be beyond the scope of the SEC’s authority to
engage in de facto rate setting for ongoing distribution expenses when that responsibility has
been reserved exclusively to self-regulatory organizations.

C. Proposed Rule 6¢-10(c) — Account-Level Sales Charge

The proposed amendment to Rule 6¢-10 authorizing account-level sales charges also may
be vulnerable to judicial challenges as outside the scope of the SEC’s statutory authority. It is
well settled that there are limits to the extent to which Congress can delegate legislative power
(through rulemaking) to federal agencies.®* To pass constitutional muster, there must be an
intelligible legislative policy determination articulated by Congress sufficient so that the agency
is acting to implement that policy, and not make the determination itself.2 While courts have
recognized delegated authority to fill in the details regarding policy implementation and deal
with circumstances which were unforeseen at the time the legislation was enacted, the courts
have not endorsed an agency’s ability to enact rules that contradict or exceed the bounds of
existing statute.®® The SEC itself also has recognized the inherent limitations to Section 6(c),
indicating that the power to exempt should only be exercised with the “greatest
circumspection”®”, in “those special situations that might have been overlooked or that could not
be foreseen at the time the legislation was drafted.”3® Applying those standards, the SEC staff
expressly considered allowing for increased mutual fund price competition and concluded that it
lacked the requisite authority to permit price competition without Congressional action.%¥

Here, the proposed rule does not involve a situation that was unforeseen (or
unforeseeable) by Congress. The proposed rule would operate, not as an exemption for specific
transactions, persons, or securities, as Section 6(c) has been used in the past, but as a wholesale
rescission of Section 22(d) — the exact provision the SEC concluded 18 years ago it did not have

¥/ The SEC acknowledged this delegation of responsibilities (via the 1970 Amendments to the ICA) in the
Proposing Release and in the Congressional committee hearings regarding the 1970 amendments. See, Proposing
Release, supra note 1 at 9, (citing Hearings on S. 34 and S. 296 Before a Subcomm. of the Senate Comm. on
Banking and Currency, 91% Cong., 1% Sess. 6-8 (1968) (statement of Hugh Owens, SEC Commissioner)).

¥ Field v. Clark, 143 U.S. 649, 692 (1892), A.L.A. Schechter Poultry Corp. v. United States, 295 U.S. 495, 521-25
51935); and NASD v. SEC, 420 F.2d 83, 92 (D.C. Cir. 1969), rev’d on other grounds.

3'\Whitman v. American Trucking, 531 U.S. 457, 473 (2001).

3%/'NASD v. SEC, 420 F.2d 83, 92 (D.C. Cir. 1969), rev’d on other grounds.

31 |n Re American Participations, Inc., 10 S.E.C. 430, 437 (1941); see also In the Matter of the National Association
of Small Business Investment Companies, Inv. Co. Rel. No. 6523 (May 14, 1971) (noting “that the power under
Section 6(c) to free any person from any section of the Act is one which must be exercised with circumspection”),
% |n re Atlantic Coast Line Company, 11 S.E.C. 661, 667 (1942). See also, In the Matter of First National City
Bank, Inv. Co. Act Rel. No. 4538 (Mar. 9, 1966) (indicating that Section 6(c) is intended “to take care of special
situations that might have been overlooked or that could not be foreseen at the time the legislation was drafted”);
and In the Matter of the Great American Life Underwriters, Inc., Inv. Co. Act Rel. No. 3070 (Jul. 15, 1960) (noting
that Section 6(c) is designed to “enable the Commission to deal equitably with situations which could not be
foreseen at the time the legislation was enacted”).

%/ See, SEC Division of Investment Management, Protecting Investors: A Half Century of Investment Company
Regulation, 314 (May 1992) (acknowledging that Section 6(c) did not grant the SEC the authority to authorize
general retail price competition in light of the explicit prohibition in Section 22(d), while recommending that the
SEC seek additional statutory authority to do so).
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plenary authority to rescind under Section 6(c).* Before asking investors to understand a new
fee structure and causing the financial services industry to incur the expense and burden of
adapting to a new regulatory regime for mutual fund distribution, LPL encourages the SEC to
follow the path originally recommended by its staff and seek the repeal of Section 22(d) through
Congressional action rather than ultra vires rulemaking by the SEC.

VIIl. Conclusion

Thank you for the opportunity to comment on the rule proposals. Please note that our
comment letter has been signed by nearly 1,200 individual financial advisors licensed with LPL
who have read and agree with the comments LPL has provided. If you have any questions
regarding this letter, please do not hesitate to contact me at (617) 897-4340. LPL is ready and
willing to meet with the SEC or its staff at any time to discuss this matter further.

Sincerely,

%@@ A mx

Stephanie L. Brown

cc: The Honorable Mary L. Schapiro
The Honorable Kathleen L. Casey
The Honorable Elisse B. Walter
The Honorable Luis A. Aguilar
The Honorable Troy A. Paredes

Robert E. Plaze, Associate Director
Division of Investment Management

0 The only limitations envisioned by the SEC are the requirement that funds inform investors an account-level sales
charge may be imposed and restrain from also imposing an ongoing sales charge at the fund level.
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Jean Gunnarson
Pleasanton, CA

Christopher Haberl
Huntington Beach, CA

Justin Hales
Grand Rapids, Ml

Christopher Hanford
Walnut Creek, CA

Bonita Graff
Oshkosh, WI

Dana Graves
Asheville, NC

Derek Green
Placerville, CA

Dennis Greensage
Tomball, TX

David Grosjean
Cleveland, OH

Barry Guinn
Ruston, LA

Eric Gustavsen
Afton, TN

Matthew Haerr
Temecula, CA

Joe Hall
St Charles, IL

Michael Hankes
Downers Grove, IL
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David Hansen
Boulder, CO

Thomas Harkins
Londonderry, NH

Todd Harris
Bettendorf, IA

Rex Harris
Whitefish, MT

James Hartman
Indianapolis, IN

William Haskins
Enterprise, AL

Allan Haupert
Wauwatosa, WI

Marti Haygood
Denver, CO

Rhonda Heineman
Omaha, NE

Craig Hellmer
Jackson, TN

Member FINRA/SIPC

Douglas Hansen
San Diego, CA

David Harper
Clarksville, TN

Steven Harris
Eustis, FL

Robert Hartland
Seminole, FL

Michael Haselmire
Peoria, AZ

Lawrence Hatch
Oh, CI

Richard Haupt
Phoenix, AZ

Daniel Hazard
Huntington Beach, CA

Scott Heins
Waukesha, WI

Katharina Helmick
Framingham, MA

James Hansman
Duxbury, MA

Daryl Harr
Stockton, CA

Gary Harris
Raleigh, NC

Michael Hartman
Bedford, NH

Grant Hashiba
Honolulu, HI

Kevin Hatch
San Carlos, CA

Michael Haverkamp
St. Paul, MN

Derek Heap
Cookeville, TN

Jon Heller
New Glarus, WI

Joshua Helvie
Zionsville, IN
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Mark Henderson
Somerset, KY

John Herford
Lynden, WA

James Herrington
San Mateo, CA

Edward Hiers
Bedford, NH

Jeffrey Hill
Denver, CO

Frank Hill
Louisville, KY

Richard Hitchins
West Palm Beach, FL

Janice Hobbs
Orange, CA

Clayton Holcomb
Roseville, CA

Ronald Holliday
Murrieta, CA

Member FINRA/SIPC

Tim Henke
Denmark, WI

Kimberly Herman
Bethesda, MD

Susan Herrmann
Scottsdale, AZ

Benjamin Hiers
Bedford, NH

Terrence Hill
Highland Village, TX

Brenda Hinds
Southborough, MA

Terry Hjort
St. Cloud, MN

Benjamin Hoeft
Arnold, MO

Carol Holesha
Chicago, IL

Steven Hollis
St. Charles, MO

Thomas Henry
Ellicott City, MD

Henry Hernandez
Fishers, IN

Barrett Hickerson
Aurora, IL

Karen Hill
Allentown, PA

Brian Hill
Jackson, MS

Thomas Hitchcock
Waltham, MA

Elinor Ho
Troy, MI

Gregory Hoffman
Nevada, MO

Grant Holliday
Lake Almanor, CA

Mark Holmertz
Libertyville, IL
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Danielle Holmes
Howell, Ml

Joel Hooper
Roseburg, OR

Shari Hopkins
La Crosse, WI

Jewell Horner
Dyersburg, TN

David Howard
Kingsland, TX

David Hozer
Trumbull, CT

Chris Hudson
Panama City, FL

Robert Hull
Loveland, CO

Jonathan Hylton
Aurora, IL

Ernest Isbell
Flower Mound, TX

Member FINRA/SIPC

Jason Holt
Salisbury, NC

Kip Hoover
Chesterland, OH

Nicholas Hopwood
Livonia, Ml

James Horrocks
Beverly, MA

David Howell
Davenport, 1A

Robert Hricik
Naperville, IL

Nicholas Hughes
Hixson, TN

Tina Hum
Newport Beach, CA

Nicholas locco
Rockville Centre, NY

Susan lverson
Colorado Springs, CO

Bridget Hommey
Bailey, CO

Rick Hopf
Barrington, IL

Rebecca Horn
West Linn, OR

Dale Howard
Brawley, CA

Robert Hoyme
Elk Grove, CA

David Hricisak
Monroeville, PA

Thomas Huisgen
N. Tonawanda, NY

Troy Hutchinson
Roswell, GA

Patricia Isaacson
Leesburg, FL

Denise lzatt
Oak Brook, IL
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Joseph Jabar
Waterville, ME

Don Jacobson
Fort Worth, TX

Darren Janakis
Dover, NH

Jason Jeandron
Harahan, LA

Erik Jensen
Palm Desert, CA

Matthew Jessup
Oakwood, OH

Robert Johnson
Denver, CO

Jay Johnson
Steamboat Springs, CO

Justin Jolly
Phoenix, AZ

Kirk Jones
Delray Beach, FL

Member FINRA/SIPC

Israel Jacob
Lynden, WA

Claudia Jacques-Soto
Bloomfield, CT

Duane Janka
Stevensville, Ml

Kelly Jenkins
Albany, GA

Geary Jerde
Hayden Lake, ID

Mark Jillson
Newport Beach, CA

David Johnson
Fairmont, MN

David Johnston
Camarillo, CA

Brian Jonas
Glastonbury, CT

James Jones
Tustin, CA

Wayne Jacobson
Cedar Falls, IA

Benjamin James
Oregon City, OR

Bruce Jansen
Orchard Park, NY

David Jenkins
Doylestown, PA

Susan Jerris
Irvine, CA

Sunwook Jin
Solon, OH

Kelly Johnson
Pasadena, CA

Mark Johnston
Killeen, TX

Mark Jondahl
Englewood, CO

Rodger Jordan
Grants Pass, OR
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Byron Jordan
San Antonio, TX

Michelle Joseph
Okemos, Ml

Norman Juniewic
North Haven, CT

Eric Kabler
Johnstown, PA

Karen Kalman
Scottsdale, AZ

Stephen Karam
Fall River, MA

Paul Karson
Burlingame, CA

Ryan Kelley
Toledo, OH

John Kendall
Spokane, WA

Verner Khederian
Plymouth, MA

Member FINRA/SIPC

Sharon Joseph

Fredericksburg, TX

Judith Joyce
Sebastopol, CA

Robert Justice
Mentor, OH

Jim Kalina
Minneapolis, MN

Scott Kanai
Grand Rapids, Ml

Casimir Karnish
QOil City, PA

Steven Katz
Stamford, CT

William Kelly
Concord Township, OH

Brad Kersten
Perrysburg, OH

Edward Kildoyle
Annandale, VA

Robert Joseph
Los Alamos, NM

Jim Jung
Kirkland, WA

Jayanth Kabad
Houston, TX

Harold Kalishman
Los Angeles, CA

Joan Kane
Fairfax, VA

Jason Karr
Greer, SC

Michael Kelley
Edmond, OK

Brian Kelly
Uniontown, OH

Charles Kerwood
Columbus, OH

Randall Kim
Bellevue, WA
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Todd Kimpel
Wheeling, WV

Timothy Kip
Plant City, FL

Daniel Klein
Glasgow, KY

Kenneth Knapp
Phoenix, AZ

Jerry Koebel
Summerville, SC

Kenneth Kondas
Youngstown, OH

Stephen Kottkamp
Louisville, KY

Lauretta Kramer
Olney, MD

Adron Krekeler
Alexandria, VA

Andrew Krieger
Edwardsville, IL

Member FINRA/SIPC

Edward King
Latham, NY

Jeffrey Kissiar
Chico, CA

Robert Kleinschmidt
Verona, WI

Diane Knight
Chico, CA

David Koenig
Mt. Horeb, WI

Jack Kopen
Hermitage, PA

Wesley Kotys
Valparaiso, IN

Peter Kraus
Glastonbury, CT

Donald Kremer
Wexford, PA

Stephen Kruse
Marietta, GA

David King
Tucson, AZ

Jonathan Kleager
Scottsbluff, NE

James Knapp
Kansas City, MO

Robert Knudsen
Camarillo, CA

Robert Kolbert
Fresno, CA

Skerdi Kostreci
Annandale, VA

Linda Koulakjian
Herndon, VA

Mitchell Kraus
Los Angeles, CA

Bradley Krieg
Staten Island, NY

Phillip Krznarich
Glendale, AZ
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Eric Kuehl
Downers Grove, IL

Joan Kwiatkowski
Naperville, IL

Paul Lagreca Jr.
Beverly, MA

John Lambert
Flint, MI

Tait Lane
Issaquah, WA

Ryan Langstaff
Paso Robles, CA

Bruce Larsen
Colorado Springs, CO

John Lawlor
Danbury, CT

John Leatherwood
Baton Rouge, LA

Deana Lehman
Thornton, CO

Member FINRA/SIPC

John Kuntz
Fort Thomas, KY

Michael Kwiatkowski
Naperville, IL

Michael Laine
Culver City, CA

Lori Lambert
Nashua, NH

Raymond Lange
Bloomington, MN

David Lapray
Idaho Falls, ID

Judith Lassek
Huntington Station, NY

Ronald Lazzaro
Rutland, VT

Chun Lee
Edmonds, WA

Lawrence Leitch
Towson, MD

Bryan Kupchik
Clarks Green, PA

Toby Lafont
Houma, LA

Brian Lakner
Crystal Lake, IL

Timothy Landry
Carlsbad, CA

Jennifer Langstaff
Paso Robles, CA

Charles Larocca
Brooklyn, NY

Timothy Laurain
Wyandotte, Ml

James Leas
Fayetteville, AR

Christopher Lee
Shreveport, LA

Glenn Lempe
Bloomington, MN
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Matthew Lempner
Lake Oswego, OR

Alan Levine
Whippany, NJ

Xiang Li
San Mateo, CA

Jarrod Liebel
Lewisville, TX

Gregory Linnebur
Tempe, AZ

Gayle Lob
Purchase, NY

Steven Lone
Southfield, Ml

Ronald Lowe
San Ramon, CA

Kenneth Lubkowski
Seattle, WA

Jory Luchsinger
Herndon, VA

Member FINRA/SIPC

John Leonard
Bath, ME

Brett Lewis
Seattle, WA

Sophocles Liapopoulos
Brockton, MA

Michael Lincoln
San Diego, CA

Robert Livingston
Allentown, PA

Jeffrey Locke
Bedford, NH

Wade Long
Wilmington, NC

John Loyd
Fort Worth, TX

Jeffrey Lucas
Pepper Pike, OH

Wanda Lundy
San Diego, CA

Charles Leonard
Meredith, NH

James Leyhew
Murfreesboro, TN

Mark Libersher
New York, NY

Brian Linde
Sacramento, CA

Sandra Lloyd
West Jordan, UT

Thomas Loftus
Downers Grove, IL

Robert Lovejoy
Burlingame, CA

Jack Lubecker
Hoffman Estates, IL

Dominic Lucente
Manchester, NH

Craig Lyman
Las Vegas, NV
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Damien Lynch
York, PA

Joseph Lyons
South Barrington, IL

James Mabbutt
Roseville, CA

Marilyn Macha
Houston, TX

Mark Mager
Shelton, WA

Rudolph Mahara
Fort Wayne, IN

Joel Malakoff
Castro Valley, CA

Richard Manson
Manassas, VA

Daniel Margheret
Solon, OH

Pamela Marshall
Studio City, CA

Member FINRA/SIPC

Peggy Lyon
Houston, TX

Edward Lytle
Oakland, MD

Jeffrey MacDonald
Greenville, DE

Sandra Mackey
Bedford, NH

Mark Magnuson
Eden Prairie, MN

John Mahoney
Tampa, FL

Erny Malakoff
Castro Valley, CA

Robert Mantovani
Muskegon, Ml

Andrew Marion
Salem, NH

Michael Martin
Albuquerque, NM

James Lyon
The Woodlands, TX

Victoria Lyttle
Williamsburg, VA

Andrew MacDonald
Loveland, CO

Cam Mader
Lake ElImo, MN

Lincoln Maguire
Glastonbury, CT

Steven Makinson
Greensboro, NC

Mark Malouf
Redding, CA

Sean Marchetti
Warwick, Rl

Joshua Marks
Canton, OH

Daniel Martin
Buffalo, NY
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Bernard Martin
Falls, PA

John Marvin
Redlands, CA

Michael Massengale
Lubbock, TX

David Matthews
Towson, MD

Charles Maxim
Cincinnati, OH

Michael Maynes
Boca Raton, FL

John McCarthy
Waltham, MA

Cathleen McCloy
Clifton, VA

John McDowell
Bethlehem, PA

Robert McGowan
Canfield, OH

Member FINRA/SIPC

Michael Martin
Kansas City, MO

Victor Mascorro
El Paso, TX

Jose Mata
Miramar, FL

Michael Mattie
Doylestown, PA

Sheri May
Santa Maria, CA

lan Mayville
Boca Raton, FL

Vincent McCarty
West Des Moines, IA

Brandt McDonald
Montgomery, AL

William McFarlane
San Diego, CA

Kathleen Mclnerney
Dallas, TX

Michael Martin
Long Beach, CA

Sandra Masick
Binghamton, NY

Jay Mathis
Austin, TX

David Maupin
Redlands, CA

David Maynard
Winston Salem, NC

Gilbert Mazzola
Orange, TX

Christopher McClory
Maple Lake, MN

Patricia McDonough
Madison, WI

John McGivney
Charlotte, NC

Priscilla McKinley
San Antonio, TX
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Gregory Mclenithan
South Burlington, VT

Jeffrey Meares
Baton Rouge, LA

Kathleen Melancon
Crowley, LA

Sergio Messina
East Rockaway, NY

Matthew Michael
Scottsdale, AZ

Troy Miller
Cameron Park, CA

Robert Miller
New York, NY

Amanda Minchew
Baton Rouge, LA

Sandra Moll
San Jose, CA

Steven Monroe
Grand Rapids, Ml

Member FINRA/SIPC

Sean McNally
Waxhaw, NC

Gregory Meehan
Newton, NJ

John Mendrysa
East Greenbush, NY

George Meyer
Washington, MO

Nicole Middendorf
Plymouth, MN

Richard Miller
Emporia, KS

David Milligan
Pittsfield, MA

Ruth Moffat
Belmont, Ml

Raymond Mones
Charlotte, NC

Todd Montgomery
Palatine, IL

Kevan McNaught
Loveland, CO

Charles Mehling
Houston, TX

John Meo
Jackson, NJ

Walt Meyers
Bolingbrook, IL

Janice Milano
Elmhurst, IL

Shari Miller
La Jolla, CA

Stanley Milne
Woodburn, OR

Michael Molitoris
Columbia, MD

Benjamin Monreal
Fresno, CA

Walter Moore
Cleveland, OH
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Steven Moore
Towson, MD

Ignacio Morrell
Lakeland, FL

Mary Morse
Summit, NJ

Keith Murphy
Troy, Ml

Michael Murray
New Albany, IN

Lawrence Nack
Marshfield, WI

Bradley Neal
Lincoln, IL

Michael Nelson
Wichita, KS

Douglas Newman
Stowe, VT

Kevin Nichols
San Luis Obispo, CA

Member FINRA/SIPC

Kevin Moree
Asheville, NC

John Morris
Stratford, CT

Wendy Mueller
Saginaw, Ml

Stuart Murray
Chico, CA

Mark Muschick
Chesterfield, MO

Robert Napp
Camarillo, CA

Riaan Nel
Eugene, OR

David Neterer
Hagerstown, MD

Jeremy Newton
Flower Mound, TX

Mike Nielson
Boulder, CO

Dennis Morgan
Medford, OR

Ryan Morrissey
North Haven, CT

David Muilenberg
Ada, Ml

Michael Murray
Coralville, IA

James Musgrave
Silver Spring, MD

John Nave
Bethel Park, PA

Dena Nelsen
Bowling Green, KY

Marc Neville
Livonia, Ml

Robert Nichols
Glendale, AZ

Rebecca Nilsen
Phoenix, AZ
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Clark Nisbett
Austin, TX

Raymond Noel
Nashua, NH

Douglas Oakeson
Hastings, NE

Matthew O'Connor
New Bedford, MA

Daniel Olmstead
Santa Clara, CA

Chad Olson
Forest Lake, MN

James Ortyn
Chesterfield, MO

Cathryn Pacheco
Englewood, CO

Sherri Page
Huntington Beach, CA

John Parker
Madison, AL

Member FINRA/SIPC

Gerald Nissly
Danbury, CT

Jeffrey Nolan
Elgin, IL

David O'Block
Murrysville, PA

Shawn O'Keefe
Charlotte, NC

Daniel J. Olsen
Hudson, WI

Donald Oppegard
Park River, ND

Peter Osborne
Fairfield, CT

Richard Packer
Westlake, OH

Thomas Papa
Wilton, CT

Charles Parks
Raleigh, NC

Richard Noah
Spencer, 1A

John Nowell
Jackson, MS

James O'Brien
Carlsbad, CA

Alexandre Oliveira
Waltham, MA

James Olson
Arcadia, CA

Richard Orna
Naperville, IL

Richard Ozols
Tucson, AZ

Bonnie Packo
Bellingham, WA

Song Park
Centreville, VA

Graham Parsons
Erie, PA
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Gregg Patenaude
San Diego, CA

Enzo Pellegrino
San Antonio, TX

Robert Petersen
Pepper Pike, OH

Paul Peterson
Pittsford, NY

Thomas Pettis
Waynesboro, MS

John Picone
Bonita Springs, FL

Erik Pinter
Oshkosh, WI

Derek Pontlitz
New Port Richey, FL

Dana Preis
Fairfield, CT

Adam Puff
Haddonfield, NJ

Member FINRA/SIPC

Frank Patzke
Palatine, IL

Roy Persky
Golden, CO

Cynthia Petersen
Windsor, CO

Paul Peterson
Tulsa, OK

David Phillips
Lodi, CA

Jeff Pilkington
Norman, OK

Bruce Pivar
Naples, FL

Michael Porrey
Chicago, IL

Mark Procknal
Williamsville, NY

Thad Pugmire
San Diego, CA

Linda Paxton
Portland, OR

Brian Petersen
Oshkosh, WI

Sarah Peterson
Colorado Springs, CO

Daniel Peterson
Virginia, MN

Christian Phillips
Lodi, CA

Harriett Pinsker
Yuma, AZ

Elisabeth Plax
Beachwood, OH

Katherine Praydick-Meo
Naples, FL

Dennis Profaca
Lake Hopatcong, NJ

David Purdy
Forest Lake, MN



=l LPL Financial

Dale Puruczky
Willoughby Hills, OH

Koriahn Quint
Kennebunk, ME

Harry Radcliffe
Lancaster, PA

Peter Rafaniello
Lima, OH

Gabriel Rangel
Houston, TX

John Ratini
Greensburg, PA

Grant Raymond
Newport Beach, CA

Robert Recchia
San Diego, CA

Joseph Reed
Austin, TX

Michael Reed
Scarborough, ME

Member FINRA/SIPC

Shannon Pyle
Dodge City, KS

Larry Raabe
Glenwood, IA

Daniela Radu
Laguna Niguel, CA

William Randall
Waldo, ME

Kevin Raque
Louisville, KY

Denise Rau
Lake Charles, LA

Charles Ready
Pueblo, CO

Patrick Redding
Logan, UT

Edward Reed
Carolina Shores, NC

Timothy Reeves
Midlothian, IL

James Quinlan
Plymouth, MA

Michael Radakovich
Portland, OR

Nancy Radzyminski
Middleburg Heights, OH

Donald Randolph
Sparta, TN

Janice Rathman
Orlando, FL

Gerald Raymond
Newport Beach, CA

Timothy Reaume
Troy, MI

Larry Redman
Ontario, CA

Shellie Reed
Saint Charles, IL

David Reeves
Shelbyville, TN
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Nadine Refsell
San Ramon, CA

David Reinders
Stevenson Ranch, CA

Michael Reiter
Swampscott, MA

Todd Reno
Flint, MI

Steven Reyna
Rancho Cucamonga, CA

Sherial Richards
Altus, OK

Jane Ridenour
Sacramento, CA

Jennifer Roberts
Bellingham, WA

Craig Rochin
Livermore, CA

Jason Roen
Madison, WI

Member FINRA/SIPC

Stephen Reich
Duluth, MN

James Reinig
Englewood, CO

Brent Remerowski
Edmond, OK

John Ressler
Mason City, 1A

Michael Reynolds
Morgantown, WV

Steven Richter
San Diego, CA

Ronald Ring
Lexington, KY

Stephen Roberts
Silverton, OR

Linda Rodosta
Baton Rouge, LA

Ronald Roeser
Palm Harbor, FL

Gary Reiche
West Seneca, NY

Dennis Reisher
Ellicott City, MD

Victoria Renne
San Dimas, CA

John Reutemann
Rockville, MD

Donald Rich
Kalispell, MT

Seth Riddle

Indian Harbour Beach, FL

Christopher Rische
La Conner, WA

Drewe Robinson
Frankenmuth, Ml

Stuart Rodwell
Raleigh, NC

Gerald Rogers
Augusta, GA
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Edward Ronan
Waltham, MA

Adam Rude
Purchase, NY

Kristina Russell
Fountain Valley, CA

James Salamone
Towson, MD

Gary Samek
Muskegon, Ml

Brian Sandberg
Ada, Ml

Jeffrey Sartorius
Plainview, NY

Daniel Satz
Jackson, NJ

Donald Savino
Rochester, NY

Jay Schaake
Corvallis, OR

Member FINRA/SIPC

Michael Rowe
Delmar, NY

George Rupp
Upper Montclair, NJ

Deborah Saas
Oxford, OH

Charles Salfity
El Segundo, CA

David Samick
Dedham, MA

Kevin Sanderford
Montrose, CO

Todd Sattler
Perrysburg, OH

Ken Savells
Harrison, AR

Bruce Sawyer
Scarborough, ME

David Schaper
Orange, CA

John Roy
Plymouth, NH

Lawrence Russell
Fountain Valley, CA

Diana Sailler
Redlands, CA

Elizabeth Salzberg
Nashua, NH

Armida Sancen
Danville, CA

Flor Santana
San Mateo, CA

Douglas Sattler
Phoenix, AZ

Hillard Saveth
Rockville Centre, NY

Michael Sbonik
Marinette, WI

Scott Schiavone
Louisville, KY
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Vivienne Schleu
Boca Raton, FL

Christine Schmitt
Land O Lakes, FL

Michael Schoeder
Janesville, WI

Joseph Schopen
Fort Atkinson, WI

Eugene Schulfer
Stevens Point, WI

Frank Sciecinski
West Chester, PA

Kenneth Scribner
Trumbull, CT

Kirk Seitz
Bozeman, MT

Teresa Shafer
Fort Myers, FL

Michael Shanahan
San Diego, CA

Member FINRA/SIPC

Jeffrey Schmeltekopf
Fort Worth, TX

Martin Schneider
Hartford, CT

Paul Schofield
Dedham, MA

Douglas Schoppe
Brenham, TX

Jonathan Schulman
Oceanside, NY

Robert Scott
Bedminster, NJ

Frederica See
Waltham, MA

James Senkbeil
Marietta, GA

Philip Shafer
Timonium, MD

Rischi Sharma
Capistrano Beach, CA

David Schmidt
Cordova, TN

William Schneider
Lady Lake, FL

Jay Schonfeld
Shaker Heights, OH

Zachary Schroer
Avon, IN

Kenneth Schulz
Tomahawk, WI

Kevin Scott
Denver, CO

Jerry Seibert
Springfield, IL

David Sever
Versailles, KY

Linda Shafer
Timonium, MD

John Shartrand
Latham, NY
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George Shaw
Paducah, KY

Elias Shiheiber
Las Vegas, NV

Dale Shores
Austin, TX

Roy Shubert
Marlton, NJ

Donald Simmons
Cohoes, NY

Ryan Skinner
Lewiston, ID

Gary Slipp
Wells, ME

Ryan Smith
Ada, Ml

Kale Smith
Denver, CO

Gerald Soderstrom
San Diego, CA

Member FINRA/SIPC

Travis Sheets
Oakbrook Terrace, IL

Angelina Shilcosky
Ebensburg, PA

Joseph Shortt
Madison, AL

Michael Sigmon
Norman, OK

Edward Simpson
Fairfield, CA

Trevor Skipper
Murfreesboro, TN

George Slyman
Petersborough, NH

Griffin Smith
Bellevue, WA

Michael Smith
Greenwood Village, CO

David Sommers
West Des Moines, IA

Wilma Sheridan
Commack, NY

Philip Shively
Columbus, OH

Laura Shrawder
Sunbury, PA

Don Silk
Newington, NH

Roger Sims
Greer, SC

Michael Skubon
Mercersburg, PA

Steven Small
Napoleon, OH

Douglas Smith
Charlotte, NC

Craig Snyder
Southfield, Ml

Andrew Sosnowitz
Scottsdale, AZ
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James Sott
Cavalier, ND

Thomas R. Speer
Bellevue, WA

Cheryl Stallings
Amarillo, TX

Thomas Stefaniak
Englewood, CO

Christopher Stein
Skokie, IL

Harlan Stephens
Belle Fourche, SD

Alton Stewart
State College, PA

Kenneth Stotmeister

Bettendorf, IA

Matthew Strajack
Muscatine, IA

Brian Stroup
Sunset Hills, MO

Member FINRA/SIPC

Keith Souza
Danville, IL

Mike Spencer
El Dorado, KS

Steven Stambaugh
Lakeland, FL

James Stefanoff
Centerville, OH

Marilyn Steinmetz
Avon, CT

Brian Stevens
Modesto, CA

Daniel Stieff
Westlake Village, CA

Stewart Stout
Reston, VA

Julia Strause
Little Rock, AR

Paula Strumbly
Chesterland, OH

Robert Spadano
Walpole, MA

Christine Staib
Dallas, TX

Jonathan Stearns
Brookline, MA

Timothy Steffen
Bluffton, IN

Mark Stephan
Bloomington, MN

Randall Stewart
Chesterfield, MO

Troy Stoll
Washington, IN

Daniel Stovall
Indianapolis, IN

Jennifer Streetman
Castle Rock, CO

Walter Sullivan
Eustis, FL
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Thomas Sullivan
Las Vegas, NV

Gene Swank
Dallas, TX

Karen Sweeney
Hillsboro, OR

Bernard Taillon
Greenwood Village, CO

Tod Taylor
Traverse City, Ml

Les Terrill
Dallas, TX

Benjamin Texler
Delaware, OH

David Thibeault
Hanscom A F B, MA

John Thompson
Memphis, TN

Bruce Thue
Lawndale, CA

Member FINRA/SIPC

Robert Sullivan
Naperville, IL

Ronald Swanson
San Jose, CA

Timothy Swickard
Newburgh, IN

Tina Tannery
Richardson, TX

Arnel Tecson
San Ramon, CA

James Terry
Palmetto, FL

Marc Theien
Rockford, IL

Barry Thomas
Johnstown, PA

William Thomson
Troutman, NC

Alan Tipton
Shreveport, LA

Paula Swain
Livonia, Ml

Brian Sweatt
Green Brook, NJ

Shane Swift
Moline, IL

Patrick Taylor
Metairie, LA

Peter Tedstrom
Denver, CO

John Terzis
Skokie, IL

Jerry Thew
Spokane, WA

Brad Thompson
Ft Collins, CO

Gregory Thorn
Southlake, TX

James Todd
Centerville, UT
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David Toohey
St. Louis Park, MN

John Toth
Twinsburg, OH

Joseph Trybula
Town And Country, MO

Thomas Tully
Brookfield, WI

Tom Tye
Danville, KY

Clayton Ulman
Jarrettsville, MD

David Utterback
La Crosse, WI

Stephen Valovich
Palm Beach Gardens, FL

George VanDyke
Towson, MD

Arron Varn
Centennial, CO

Member FINRA/SIPC

Lois Toohey
St. Louis Park, MN

Nicholas Travascio
Hurst, TX

Michael Tucker
Peoria, IL

Peter Tumbas
Boston, PA

Keith Tyner
Fishers, IN

George Urist
East Syracuse, NY

Leonard Valletta
Albany, NY

Richard VanDyke
Bloomington, MN

Scott VanEpps
Sacramento, CA

Jeffrey Vass
Portland, OR

Anthony Torrioni
Caldwell, NJ

John Triller
Fishers, IN

Bob Tucker
Reston, VA

John Turner
Independence, OH

Trace Udall
Tempe, AZ

Todd Ustby
Rochester, MN

Thomas Valore
San Jose, CA

Alexander VanDyke
Bloomington, MN

Jack Varcados
Houston, TX

Donald Vaught
Midlothian, VA



=l LPL Financial

Larry Vawter
Kansas City, MO

Eric Vetack
Charlotte, NC

Marc Viscomi
Bridgewater, NJ

John Walborn
Mountain Home, ID

Daniel Wallach
Boston, MA

Jason Washo
Scottsdale, AZ

Jon Watson
Lubbock, TX

William Weckesser
East Lansing, MlI

Raymond Weigand
Tucson, AZ

Todd Welch
Villanova, PA

Member FINRA/SIPC

Gregory Vermeulen
Towson, MD

Kenneth Viens
Waterville, ME

Janice Vonderembse
Ottawa, OH

Robyn Walker
Roanoke, VA

Gena Wallis
Palo Alto, CA

Bruce Wask
Newton, NJ

Frank Wattelet
Joplin, MO

Scott Wedgbury
Glendale, CA

John Weigel
West Chester, OH

Jane Welch
West Chester, OH

Thomas Vermeulen
Waterford, Ml

Jeff Vinsonhaler
Roseville, CA

Maria Wagner
Boca Raton, FL

Randy Wallace
Jackson, TN

Kevin Walrath
Herndon, VA

Cory Watson
Keokuk, 1A

Glenn Weber
Marietta, GA

David Weible
Valencia, CA

Jay Weintraub
Huntingdon Valley, PA

James Welden
Newnan, GA



=l LPL Financial

Gary Welden
Newnan, GA

Jeff White
Honolulu, HI

Gerald Whyte
Diamond Bar, CA

Dan Wilburn
Valparaiso, IN

Michael Williams
Berwyn, PA

David Williams
Medina, OH

Loretta Williams
Richmond, VA

Stephen Wilmot
Portland, OR

Nancy Wilson
Indianapolis, IN

Robert Winston
Cuyahoga Falls, OH

Member FINRA/SIPC

Roberta Welsh
Redondo Beach, CA

Michael Whitmore
Christiansburg, VA

Melvyn Wicks
Toledo, OH

Terence Wiles
Cary, NC

Rufus Williams
Fairfield, CA

Thomas Williams
Newark, DE

Dean Williams
Santa Rosa, CA

Jack Wilson
Flower Mound, TX

Richard Winn
Shelby, NC

John Winter
Fountain Hills, AZ

William Wheeler
Los Alamitos, CA

Roger Whitney
Ft. Worth, TX

Warren Widmayer
Louisville, KY

Edward Williams
Alexandria, VA

Glenn Williams
Fort Worth, TX

Sylvia Williams
Orlando, FL

David Williamson
Redding, CA

Roger Wilson
Glendale, AZ

James Winslow
Ann Arbor, M|

Russell Winthrop
Portsmouth, RI



=l LPL Financial

Mark Winthrop
Westborough, MA

Terrence Wittman
Bloomingdale, IL

Paul Wolf
Kennebunk, ME

Ryan Woodring
Summit, NJ

Simon Woon
Richmond, VA

George Woychik
River Falls, WI

Brian Wright
Seattle, WA

Scott Yanker
Manchester, MO

Grace Yung
Houston, TX

Stephen Zabuska
San Diego, CA

Member FINRA/SIPC

Michael Wiseman
Hermitage, PA

Keith Woertz
Peoria, IL

Brandon Woodard
Amarillo, TX

Diane Woodward
Alamo, CA

James Worfolk
Alexandria, VA

Gregory Wozniak
Lees Summit, MO

Ronald Wrobel
Burr Ridge, IL

Bruce Young
Omaha, NE

Maxim Yutsis
New York, NY

Paul Zahorchak
Roanoke, VA

Steven Witek
La Salle, IL

Louis Wojtowicz
Traverse City, Ml

Bruce Woodbury
Folsom, CA

Carla Woolsey
Sherman, TX

David Workman
Logansport, IN

Dana Wright
Bel Air, MD

Dan Wyson
St. George, UT

Jamie Young
San Antonio, TX

Henry Zabarsky
North Woodmere, NY

Paul Zaio
Mount Pleasant, SC



=11 LPL Financial

Gregory Zale
Gilbert, AZ

Theodore Zamerski
Vero Beach, FL

Rich Zito
Garden City, NY

Member FINRA/SIPC

Janet Zale
Nashua, NH

Edward Zeches
Tucson, AZ

James Zwickert
Seattle, WA

Matthew Zambito
Fairfield, NJ

Gary Zent
Fishers, IN



