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| OFFICE OF THE SECRETARY

February 22, 2004
Re: Rule Comments
Dear Mr. Katz:

1 am writing regarding the recent survey your office sent to me on February 12, 2004. 1do
indeed have a comment regarding the expenses for mutual funds and it is as foliows:

If a2 mutual fund advertises that it has a front-end load of say, five percent, that the fund
company should take not more than five percent of my initial capital investment. What
actually happens is a small but significant mathematical allowance that fund companies
have been getting away with since as far back as I know.

If you invest $100 in a five percent front-end loaded fund you will have $5 deducted from
the initial investment of $100. Although this is five percent of the money given to the fund
company, it does not acknowledge your $5 charge as part of upfront fee. In effect, this is
not five percent, but 5.263 percent of the remaining capital.

1 want the SEC to require fund companies to either advertise this discrepancy or charge the
percent that fund companies say they are charging as uptront fees. Better yet, begin
requiring that fund companies include the upfront charge as part of their calculation. A
letter to Fidelity last year came back with the response that “This is how it has always
worked”. Perhaps now it is time for a change.

Sincerely,

o LR

David Larson
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Acme Clearing, Inc.
Fees and Payments Associated with Your Investment

Attachment 1 - Confirmation example for hypothetical class A share purchase w
L)

A. General information

Customer: John Doe Symbol:

Account Number: 1234-5678 CUSIP number:

Date of transaction: 1/1/05 Type of security: Mutual fund

Type of transaction: You bought Net Asset Value (NAV): $18.17

No. shares bought/sold: 422610 Price (NAV plus load): $18.93

Security issuer: BBB Equity Fund Amount paid/received: AR

Class (if applicable): A . Amount of your investment/sale: AR,
Commission/other compensation: $0.00 Note: even if there is no commission or other charge, you may be paying fg
Other charges: $0.00 distnbution through loads or asset-based fees, as descrnibed below.

B. What you pay (directly and indirectly) for purchases

Front-end sales load

Back-end sales load NA
Estimated first-year asset-based sales charges NA
Estimated first-year asset-based service fees $19.20 which is equivalent to  0.25% of your investment

R Industry norms: Range x.xx - x.xX%, median x.xx%.

C. Amounts that your broker, AAA Introducing, Inc., will receive from the fund or its affiliates

Sales fee AAA Introducing received for your purchaSe: $300.00 which is equivalent to  3.91% of your investment
Industry norms: Range x.xx - X.xx%, median x.xx%.

Revenue sharing AAA Introducing may receive in connection with
your purchase: $30.72 which is equivalent to  0.40% of your investment
Industry norms: Range x.xx - x.xx%, median x.xx%.

Portfolio brokerage commissions AAA Introducing may receive
in connection with your purchase: $15.36 which is equivalent to  0.20% of your investment
Industry norms: Range x.xx - x.Xxx%, median x.xx%.

Additional disclosures:

D. Payment of special compensation to personnel of your broker, AAA Introducing, Inc.

If you bought a security of a fund affiliated with AAA introducing: Does AAA introducing Yes No NA
pay its personnel more to sell securities of affiliated funds? | { [ x 1 [ |
If you bought a share class with a back-end sales load: Does AAA Introducing pay its

personnel more to sell this class than to sell front-end sales load share classes of the same Yes No NA
fund? | l | Lx1

E. Breakpoint discount information

Many mutual fund companies offer sales load discounts to customers that have invested over a certain dollar amount. These
discounts may be calculated based on your current purchase or on your aggregate holdings, and may also include the holdings
of your family or household members. To ensure that you are obtaining all available discounts, you should talk with your broker
or financial advisor, or check the fund's prospectus or website. According to the fund's prospectus, the amount you invested
(together with any holdings of which we are aware) entitles you to a sales load of 4.17%. You were charged a sales load of
4.18%, which may vary from the sales load disclosed in the prospectus due to rounding to the nearest penny in the transaction.




F. Explanations and definitions

+ Net asset value (NAV) - Net asset value is the approximate value of one share of a fund, and is determined by dividing the fund's net
assets by the number of shares outstanding. When you sell your shares, their NAY may differ from the price you paid for the shares.

Price and NAV - Securities that have front-end sales loads are sold at the public offering pnce. That price includes the sales load and
therefore is higher than the NAV.

Amount of your investment - When you buy a share class that has a front-end sales load, the "net amount invested” equals what you
paid for the shares minus the sales load. That is the value of the shares.

Dollar and percentage values - This document provides information about what you pay and what your broker-dealer will receive.
Some of that information is set forth in dollar amounts and as percentages of "your investment.” In general, those percentages are
based on the net amount of your investment (which is the current value of the shares you are purchasing). Information about back-end
sales loads and first year sales charges and service fees may be based on the value of your investment at some point in the future.

Timing of sales loads - If you buy shares with a front-end sales load, you pay a fee at the time of purchase. If you buy shares with a
back-end sales load (sometimes called a deferred sales load), you may pay a fee when you sell your shares, depending on how long
you hold them. If these shares have a back-end sales load, the amount of the fee you pay will depend on when you sell the shares
and their NAV at the time.

Asset-based fees - Asset-based sales charges and service fees (such as 12b-1 fees) are annual fees that the fund pays out of its
assets to market its shares to potential investors or to compensate brokers for maintaining the accounts of current shareholders. By
reducing the amount of a fund's assets (that otherwise would be available for investment), the fees may reduce the return on your
investment. The amount of future asset-based fees is not predictable because these fees are a percentage of NAV, which can
fluctuate over time. Share classes that have a back-end sales load often will have higher asset-based fees than comparable share
classes with a front-end sales load. However, share classes with a back-end sales load may, in some later year, convert to a share
class with lower asset-based fees.

Disclosure of revenue sharing and portfolio brokerage commissions - This document provides information about revenue sharing that
the broker-dealer has received from affiliates of the fund, and portfolio brokerage commissions that the broker-dealer has received from
the fund or its affiliates. Those amounts are stated as a percentage of the broker-dealer's sales on behaif of the fund complex -
consisting of the fund or its affiliates - over a recent 12 month peniod. For example, if a broker-dealer received $1 million in revenue
sharing from a fund complex over that period, and the broker-dealer sold $50 miffion worth of shares for the fund complex over that
period, then revenue sharing represents 2 percent of total sales. Based on that percentage, this confirmation also states the amount of
that compensation that may be associated with this transaction. These are estimates only, and your broker-dealer can provide you
with more specific information.

What is revenue sharing? - Revenue shaning occurs when the investment adviser to the fund, or another affiliate of the fund, makes
payments to a broker-dealer. In some cases, the investment adviser may describe those payments as reimbursing the broker-dealer
for expenses it incurs in selling the shares. Those payments - regardless if they are labeled as reimbursements - may give the broker-
dealer a greater incentive to sell the shares of that fund or affiliated funds.

What are portfolio brokerage commissions? - Porifolio brokerage commissions are payments that a fund makes to broker-dealers for
helping the fund buy or sell securities in the fund’s portfolio. Portfolio brokerage commissions may give the broker-dealer a greater
incentive to sell the shares of that fund or affiliated funds.

Special compensation for proprietary sales - This document states whether your broker-dealer pays its salespersons or other
associated persons a higher compensation rate for selling securities of affiliated funds (proprietary sales) than the rate that the broker-
dealer pays for selling securities of non-affiliated funds. In some cases, a broker-dealer pays its personnel a higher percentage of the
broker-dealer's own compensation for the sale of securities of affiliated funds than it pays for the sale of securities of non-affiliated
funds. This may give your broker a greater incentive to sell the shares of affiliated funds than non-affiliated funds.

Special compensation for shares with a back-end sales load - This document states whether your broker-dealer pays its salespersons
or other associated persons higher compensation, in actual dollars, for selling a security with a back-end sales load than your broker-
dealer pays its personnel for the sale of the same dollar amount of shares in a share class with a front-end sales load. Some share
classes without front-end sales loads (such as class B shares) may require you to pay higher asset-based fees than share classes with
front-end sales loads (typically class A shares). Broker-dealer personne!l may eam more when they sell classes with a back-end sales
load, and therefore your broker may have a greater incentive to sell shares with a back-end sales load.

Comparison ranges - The "comparison ranges” provide additional information about your purchase. These are expressed as a
percentage of NAV. In the case of sales loads, asset-based fees and sales fees received by the broker-dealer, those comparison
ranges represent the range of charges and fees associated with 95 percent of comparable securities. For example, a comparison
range of "0-4%" means that 95 percent of comparable securities would charge between zero and 4 percent of NAV for a sale of that
size. In the case of revenue sharing and portfolio brokerage commissions eamed by the broker-dealer, the comparison range
represents the range associated with the activity of 95 percent of other firms that distribute comparable securities.




