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inclusive, 
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CASE NO: 

EXHIBITS FILED WITH COMPLAINT 
PURSUANT TO GOVERNMENT CODE 
SECTION 11181, subdivision (h) 

Plaintiff the People of the State of California ("plaintiff' or the "People"), by and through 

Bill Lockyer, Attorney General of the State of California, pursuant to Government Code section 

11 181, subdivision (h), hereby presents to this court, in connection with this action, the following 

information and evidence obtained and developed from the investigation of unlawful activity: 

1. A copy of the Edward Jones March 27,2001 letter, attached hereto as Exhibit "A," as 

referred to in paragraph 25 of the complaint filed herein; and 

/ / I  

1 1  1  

EXHIBITS FILED WITH COMPLAINT PURSUANT TO GOVERNMENT CODE 
SECTION 1 1 1 8 1, subdivision (h) 



2. Copies of thirteen separate e-mail messages, attached hereto, collectively, as Exhibit 

'B," as referred to in paragraph 30 of the complaint filed herein. 
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BILL LOCKYER 
Attorney General of the State of California 

THOMAS GREENE 
Chief Assistant Attorney General 
MARK J. BRECKLER 
Supervising Deputy Attorney General 

JEFFREY A. RICH 
Deputy Attorney General 
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12555 Manchester Road 

1' St. Louis, M0 63131-3729 
q 3 14515~2000 

- .  www.edwardjones.com 

Edward Jones 

March 27, 2 0 0 1  

Mr. - Federated Investors 
Mr. - Lord Abbett 
Mr. - Putnam Investments 
Mr. - Van Kampen 
Mr. - American Funds ~istributors,~nc. 
Mr. 
M r .  Goldman, Sachs & Co. 

Dear Mutual Fund Partners, 

The recent sell off in the stock market gives us an 
opportunity to reemphasize the Edward Jones 
investment philosophy with each of you. Our basic 
premise is that a high quality Growth & Income fund 
should he the foundation of an individual investor's 
portfolio. This is especially true for new IRs and 
for new customers of Edward Jones. A quality Growth 
& Income fund is an excellent way, if not the best 
way, to begin a relationship with a customer and to 
begin a life of serious, long term investing. 

We have attached, for your reference, a fairly long 
list of mutual funds that have not performed well 
over the last 12 months. Yes, the market overall did 
poorly during this period, with the S&P 500 down 25%. 
Nonetheless, we at Edward Jones do not want to be in 
the business of exp1ainirr.g kc. our custoners that one 
of their funds has lost one-half or three-quarters of 
its value. Unrealistic expectstions may be an issue 
our IRs and customers face together, but to expect a 
fund to moderate market movements isn't exactly 
unrealistic. 

Not long ago, our Product Review department spenc 
relatively little time on mutual funds. Now, 
however, we have several associates with full time 
responsibilities to review funds. The relentless bull 
market and the increased level of competition it 
brought resulted in the proliferation of new funds 
focused on a cap sire, geographical. region, 
investment theme or an industry sector. 
unfortunateiy, these funds dominate the attached list 
of poor performers. (This list also reminds us that 
a mutual fund is not necessarily a safe haven from 
the risk of investing in an individual stock, a 
frequent sales point for buying 2 sector fund.) 

In contrast to the attached ?lit is the followinc~ 
list of your respective fam~lies' flagship Growrh & 
Income fund. A much better showmg given the 
market's decline 



Fund - 
Investment Company of America -11.2% 
P u t n m  Fund f o r  Growth  & Income + 2 . 6  1 
Lord Abbett Affiliated - 5.5 
Van Kampen Growth & Income - 7.8 
~edarated American Leaders - 4.7 
Goldman Sachs Core US Equity -30.2 
~ a r t f  o r d  Advisors -13.7 

While we at Edward Jones can not control the world, 
we can offer our voice. You, our preferred families, 
collectively offer today 163 equity mutual funds. 
Somehow, this seems to be enough for us to help 
individual investors achieve their financial 
objectives. As we all consider new fund ideas, we 
may wish to keep this recent performance in mind. 

Yours truly, 



~?ac!!p.!r! .!*!e!na!io?a! ..o ~~p.nun~!.ies ................... .... !HOAX ...... i ....... c? ..... i ..... !r.:! .... . . .~ . . . . . .~~.P.~~~ 
Halllord Global {Leaders : H A L A X  G ' . 7 .  1 .27 19: . , 

.................................................................................. I 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  
SBP 500 I -22.4% I - -- 

- 
- L 



L.ord..*bk!!..g!~ha ............................ . . . . .  ACEAX .... i ..... G. . . .  ~ u m  .... i ,  . .?,v%... ..i.. ................................................................................. ........-I 
bl* .. *be!! .. ~ ~ ~ ~ ~ ! ~ . . . O P P . P ~ ~ . U ~ ~ ~ ~ C S .  . .:.... LMGAX .... i .... 4.G ...... i . U.0.m ...... j.. . :.?.! ... a:!? ...... I . .  ........................................................... 
Ha?!ord.~!.?ha!..Le.aade~~,. ........ . . . . . . .  .. ?a.~.ax . i . G .': v! . : :?.?xh ..... ; . . . . . . .  . . . . . . . . . . . . . . .  
b y !  K?rn~enCa!in America. . . . . . . . . . . . . .  MsCAX . j . ,AG. . . .  !?ll . ,.; . -.?.s. z.% ..... ; ...................................................... 
S & P E l n d e x  - _ _ _ - . . - - _ _ _ _ _ _  -22 .4% : 

- 



Exhibit B 



Message no: 0026300 Statue: p. Date: 0 2 / 1 6 / 2 0 0 1  Time: 08:57 

From : 

Re: REVENUE SHARING 

Rap: 029007 

Rep: 67J189 

I AM A FAIRLY NEW IR AND I FINALLY HAVE A BETTER UNDERSTANDING OF MY P&L 
STATEMENT-ONE THING I AM STILL UNCLEAR ON IS THE REVENUE SHAR1NG.HOW OFTEN 
DO THE VENDORS PAY THIS AND HOW OFTEN IS IT CREDITED TO THE P&L ?IS IT BASED 
ON SALES FOR THE YEAR OR TOTAL ASSETS WITH A PARTICULAR FUND? 

~ h a n k s  f o r  t h e  w i r e .  T h i s  i s  a  r e l a t i v e l y  c o m p l i c a t e d  p r o c e s s ,  .so d o n ' t  $ e e l  
l i k e  t h e  Lone Ranger  i f  you d o n ' t  have  it c l e a r l y  i n  mind 1 . 1 1  

W e  have d i f f e r e n t  a g r e e m e n t s  w i t h  e a c h  fund  and a n n u i t y  v e n d o r ,  s o  t h e r e  a r e  
payments  coming a l m o s t  e v e r y  month from one o r  a n o t h e r  o f  t h e  1 0  v e n d o r s .  
Most a r r i v e  and  are c r e d i t e d  t h e  same month a s  s e r v i c e  f e e s .  S i n c e  t h e  money 
i s  s p r e a d  o u t  o v e r  1 2  months a n d  d o e s  n o t  e f f e c t  month ly  commissions,  we 
have  n o t  made a b i g  d e a l  o u t  o f  communicat ing t h e  e x a c t  MONTH r e v e n u e  
s h a r i n g  i s  p a i d .  However, w e  DO t r y  t o  even o u t  t h e  payments  by T r i m e s t e r  
s o  e a c h  bonus  p e r i o d  h a s  a n  e q u a l  amount of t h i s  money. 

Most of t h e  p rograms  a r e  b a s e d  on t h e  a s s e t s  h e l d  by Jones c u s t o m e r s .  W e  

t y p i c a l l y  g e t  a c e r t a i n l y  number o f  b a s i s  p o i n t s  f o r  t h e  t o t a l  J o n e s  h o l d i n g s  
and  t h e n  w e  a l l o c a t e  it t o  e a c h  IR b a s e d  on h i s  o r  h e r  i n d i v i d u a l  a s s e t s .  
f o r  example,  i f  you have  1 /5000th  o f  t h e  Putnam a s s e t s ,  y o u ' d  r e c e i v e  
1 / 5 0 0 0 t h  o f  t h e  q u a r t e r l y  payment c r e d i t e d  t o  your  PCL. T h i s  would t h e n  
e f f e c t  how much p r o f i t  you have  ( a n d  how b l g  your b o n u s / )  

Some o f  t h e  a r r a n g e m e n t s ,  VK and  Putnam i n  p a r t i c u l a r ,  have  a  p o r t i o n  o f  
t h e i r  payment b a s e d  on s a l e s  i n  a d d i t i o n  t o  a s s e t s .  These a r e  t y p i c a l l y  
a l l o c a t e d  u s i n g  t h e  A s s e t  Formula because  we r e a l l y  c a n ' t  t r a c k  t o t a l  s a l e s  a  
a s  e a s y .  I n  t h e  l o n g  r u n ,  i t  u s u a l l y  comes o u t  a b o u t  t h e  same f o r  any 
i n d i v i d u a l  I R .  

Al though  many b r o k e r a g e  f i r m s  r e c e i v e  some amount o f  r e v e n u e  s h a r i n g ,  t o  
my knowledge,  J o n e s  i s  t h e  o n l y  one t h a t  p a s s e s  t h i s  Income a l o n g  t o  t h e  
I R .  A l t h o u g h  w e  c o u l d  j u s t  r u n  it t h r o u g h  t h e  f i r m ' s  g e n e r a l  income 
a c c o u n t  and e v e r y o n e ' s  bonus would b e n e f i t ,  by a l l o c a t i n g  it t o  i n d i v i d u a l  
I R s ,  w e  a l l o c a t e  r e v e n u e  t o  t h e  IRs who a c t u a l l y  have  t h e  a s s e t s  on t h e  
books and  t h e r e f o r e  t h e  I R s  who d i d  t h e  work t o  g e t  t h e  money i n  t h e  f i r s t  
p l a c e .  

Hope t h i s  h e l p s .  g i v e  m e  a c a l l  i f  you have q u e s t i o n s .  Tom 



* 
MeaaagL n o :  0344497 Status: N Date: 05/17/2001 Time: 09:4C 

Rep: 029000 

Rep: 04'1010 

A t t n :  See Below Re:  REVENUE SHARING 

I T  MAY BE A GOOD IDEA TO TELL THE WHOLESALERS TO COOL I T  ON SELLING 
REVENGE SHARING TO US. I READ THAT THE SEC I S  GOING TO LOOK INTO T H I S  
PRACTICE. I DON'T BLAME THEM. I L I K E  P&L CREDXT OR WAHTEVER I T  I S  I GET 
FROM THIS&BUT THE WAY I N  WHICH THE FUNDS USE I T  TO SELL MAKES ME UNEASY. 

.< ALSO, THE FIRM I S  VERY HESTITANT TO DISCUSS T H I S  OUT I N  THE OPEN SO I ' M  SURE 
REVENUE SHARING I S  ON I T ' S  WAY CUT. I ' D  MUCH RATHER THESE FUNDS INVEST THL 
MONEY TN DE1.TVERTNG C:N THEIR PRCMISE OF KEEPING IIS TNFORMEI) ABOUT THETR 
FUNDS. IN THE P I E C E  I READ, REVENUE SHARING WAS DESCRIBED AS A "KICK-BACK" 
AFTER THINKING ABOUT I T  AND REMCMBERING HOW SECRETIVE S T  LOUIS HAS BEEN ABOUT 
HOW T H I S  WORKS FOR US, I ' V E  COME TO BELIEVE THAT "KICKBACK" DESCRIBES 
T H I S  DEAL BETTER THAN THE TERM "REVENUE SHARINGU. 
THERE I S  SOMETHING DIRTY ABOUT THE MUTUAL FUND BUSINESS THAT HAS BEEN 
DEVELOPING OVER THE LAST 5 YEARS. I HATE THAT I FEEL T H I S  WAY BUT I DO. 
"WHO PAYS US THE MOST-WHO CALLS ON TBE MOST-WHO HELPS U S  THE MOSTNSEEMS TO BE 
Albl. T EVSR HEAR AROIlT FllNDS AND THETH WHOLESALERS. WHAT ABOUTnWHO MkKES 01lR 
CLTENTS THE BEST RETURNS WITH TFX LEAST R I S K ? "  "WHO MANAGES MUNEY THE WAY 
THEY SAY THEY WILL" WHAT ABOUT "WHO PROVIDES THC BEST I N F O ~ I I D N  ON THEIR 
FUNDS SO THAT WE CAN PROVIDE AN INFORMED OPINION?" .  
MAYBE I T ' S  YIME THE SEC SHOOK UP THE FUND BUSINESS.WHEN EVERYONE EXCEPT 
THE CLIENT WINS-THERE'S SOMETHING WRONG. 

T l i ~ a  C ~ I W  t o  SUGGESTBOX o n  05 /16 /31  
T h ~ s  message is belng forwarded to: 



Message no: 0041861 Status: R Date: 07/08/2002 Time: 11:32 

Prom: Rep: 012000 

Rep: 029000 

A t t n :  c l e a r i n g  Re: Contes t  

I have a  concern r ega rd ing  t h e  new p r e f e r r e d  mutual fund l i s t  and c o n t e s t  
p o i n t s .  Did I .hear c o r r e c t l y  t h a t  on ly  funds s o l d  from t h i s  list w i l l  count 
toward c o n t e s t  p o i n t s ?  I hope I misunderstood t h i s .  
W e  p r i d e  ou r se lves  i n  having no p r o p r i e t a r y  p roduc t s  and no t  having o u r . p a y  
enhanced t o  s e l l  c e r t a i n  p roduc t s .  If  I unders tand t h i s  new sys t em c o r r e c t l y  
then  our pay cou ld  b e  h i g h e r  f o r  s e l l i n g  c e r t a i n  p roduc t s .  Let m e  g i v e  you a 
few examples. 
1. If a  c l i e n t  pu rchases  a  mutual fund from our  new p r e f e r r e d  l i s t  and i t  
r e s u l t s  i n  a $1500 g r o s s  commission and 1500 c o n t e s t  p o i n t s .  Before  t h e  
purchase  I only  needed 500 p o i n t s  t o  q u a l i f y  f o r  t h e  c o n t e s t ,  s o  I made it. 
2 .  L e t ' s  say  t h i s  same c l i e n t  had F r a n k l i n  Funds and has  $250,000 a l r e a d y  i n  
F r a n k l i n .  The r i g h t  t h i n g  t o  do i s  buy more F rank l in  t o  g e t  t h e  b reakpo in t  
f o r  a  $600 g r o s s  commission and NO c o n t e s t  p o i n t s .  So n o t  on ly  d i d  I g e t  
p a i d  less bu t  a l s o  d i d  not  q u a l i f y  f o r  any c o n t e s t  p o i n t s .  I f  I unders tand 
t h i s  new p o l i c y  c o r r e c t l y  w e  could  b e  heading down a dangerous p a t h .  I n  my 
op in ion  ou r  p r e f e r r e d  funds would indeed be p r o p r i e t a r y  o r  ve ry  c l o s e  t o  i t .  
The only  t h i n g  mis s ing  i s  ou r  name on t h e  p rospec tus .  W e  g e t  p a i d  
commissions, revenue sha r ing  and bonus t r a v e l  i n c e n t i v e s  f o r  s e l l i n g  only  
from t h a t  l i s t .  P l e a s e  be cautious. .  
That being s a i d ,  I do l i k e  t h e  p r e f e r r e d  l i s t  t h a t  has  been reviewed by ou r  
product  review department.  I t h i n k  t h i s  w i l l  be very  u s e f u l  t o  t h e  new I R ' s  
a s  t h e y  g e t  s t a r t e d .  Also I t h i n k  most of  ou r  I R ' s  w i l l  do what i s  r i g h t  
f o r  t h e  customer r e g a r d l e s s  of c o n t e s t  p o i n t s .  But I a l s o  b e l i e v e  t h a t  I R ' s  
doing t h e  r i g h t  t h i n g  and d i v e r s i f y i n g  t h e i r  customers p o r t f o l i o s  shou ld  no t  
be  pena l i zed  f o r  doing t h e  r i g h t  t h i n g .  L e t ' s  keep t h e  D i v e r s i f i c a t i o n  
Contes t  focused on i t ' s  o b j e c t i v e :  Helping our c l i e n t s  have ba lanced  
p o r t f o l i o s ,  not  owning only  ou r  p r e f e r r e d  mutual funds .  I a p p r e c i a t e  t h i s  
forum and w i l l  wait  f o r  a  response i n  t h e  sugges t ion  box. 

This came to SUGGESTBOX ON 7/4/02 
This message is being forwarded t o :  

Thank y o u ,  0 



Message no: 0093547 S t a t u s :  R D a t e :  08 /13 /2002  T h e :  15:09 

Rap: 012000 

Rep: 029000 

A t t n :  c l e a r i n g  Re: P r e f e r r e d  l i s t  

I t a k e  g r e a t  p r i d e  i n  t e l l i n g  my c l i e n t s  and p r o s p e c t s  t h a t  we d o  n o t  have 
o u r  own mutua l  f u n d s  h e r e  a t  Edward J o n e s .  With t h e  new p r e f e r r e d  p r e f e r r e d  
l i s t  I 'm n o t  s u r e  t h a t  we c a n  claim t h a t  anymore. When we a d d  up t h e  r e v e n u e  
s h a r i n g  and  g e t t i n g  t r i p  p o i n t s  f o r  j u s t  t h o s e  f u n d s ,  what makes u s  d i f f e r e n t  
f rom anyoqe e l s e ?  Yes, 95% o f  o u r  s a l e s  a r e  from t h e  l is t  anyway, b u t  t h e  IR 
who has a  c l i e n t  add  t o  F r a n k l i n  f u n d s  t o  meet a  b r e a k  p o i n t  d i d  n o t  d o ' t h e  
i n v e s t o r  wrong, d i d  t h e y ?  I n  f a c t ,  t h e y  would b e  b r e a k i n g  t h e  l a w  by  n o t  
d o i n g  it. What i f  t h a t  I R  m i s s e d  a c a t e g o r y  by a few t h o u s a n d  p o i n t s ,  b u t  
would have  made it by  s e l l i n g  from t h e  p r e f e r r e d  l i s t ?  The I R  would b e  
p e n a l i z e d  f o r  d o i n g  t h e  r i g h t  t h i n g ,  and I b e l i e v e  most IR's would  d o  t h e  
r i g h t  t h i n g .  Maybe t o o  many IRIS  a r e  q u a l i f y i n g  f o r  t r i p s  a n d  t h i s  i s  a  way 
t o  e l i m i n a t e  a  few? J u s t  a  t h o u g h t .  The way I see l t ,  we now have  
p r o p r i e t a r y  f u n d  p r o d u c t s .  We g e t  r e v e n u e  s h a r i n g  a n d  s p e c i a l  i n c e n t i v e s  f o r  
s e l l i n g  o n l y  p r e f e r r e d  f u n d s .  The o n l y  d i f f e r e n c e  between u s  and  t h e  o t h e r s  
i s  t h a t  we d o n ' t  c a l l  them Edward J o n e s  mutua l  f u n d s .  
A s u g g e s t i o n  f o r  you.  Could you have  a  p r e f e r r e d  l i s t  f o r  a l l  t h e  f u n d s  t h a t  
a r e  approved  i n  o u r  sys tem? It would t a k e  some t ime ,  b u t  t h a t  way we c o u l d  
eliminate t h e  c o n f l i c t  o f  i n t e r e s t .  If you would p l e a s e  a d d r e s s  t h i s  i n  t h e  
weekly w i r e  i t  would be  a p p r e c i a t e d .  I j u s t  want t o  know i f  w e  need t o  t e l l  
p e o p l e  t h a t  we g e t  s p e c i a l  i n c e n t i v e s  t o  s e l l  them c e r t a i n  p r o d u c t s  t h a t  pay 
u s  more.  Thanks.  
a  f r u s t r a t e d  v e t  



Measage no: 0093095 Status: R Data: 11/24 /2003  T h e :  15:29 

Rep: 012000 

Rep: 029000 

Attn: c l e a r i n g  R e :  r e v e n u e  s h a r i n g  

T h i s  may b e  u n p o p u l a r  t o  say b u t  i m p o r t a n t  t o  d i s c u s s .  I am u n c o m f o r t a b l e  
t h a t  we r e c e i v e d  " r e v e n u e  s h a r i n g "  from c e r t a i n  mutua l  f u n d  f a m i l i e s .  Could 
o u t s i d e r s  l o o k  at t h i s  and s a y  t h a t  mutua l  f u n d  companies  p a y  Edward J o n e s  
f o r  p r e f e r e n t i a l  t r e a t m e n t ?  Would it l o o k  s u s p i c i o u s  t h a t  o v e r  90% o f  o u r  
f u n d  sales g o  t o  p r e f e r r e d  f u n d  f a m i l i e s  who a l s o  pay u s  w i t h  r e v e n u e  s h a r i n g  
money? c o u l d  you p l e a s e  a d d r e s s  t h i s  and t h e  e t h i c s  o f  i t ?  

P l e a s e  a l s o  u n d e r s t a n d  t h a t  I know o u r  p r e f e r r e d  f u n d  f a m i l i e s  a n d  t h i n k  
h i g h l y  o f  them. I u n d e r s t a n d  t h a t  we have l o n g  s t a n d i n g  r e l a t i o n s h i p s  w i t h  
t h e m  and  t h e i r  s y s t e m s  a r e  c o m p a t i b l e  w i t h  o u r s  and o u r  i n v e s t i n g  
p h i l o s o p h i e s  a r e  s i m i l a r .  I n t e r n a l l y ,  we know t h a t  t h e y ' d  be p r e f e r r e d  w i t h  
o r  w i t h o u t  t h e  r e v e n u e  s h a r i n g  b u t  w e  c a n  see many examples r i g h t  now t h a t  
even j u s t  t h e  image of shady p r a c t i c e s  c a n  s e r i o u s l y  damage a company. 

Do any n o n - p r e f e r r e d  f u n d s  pay r e v e n u e  s h a r i n g  t o  Edward J o n e s ?  Do any  
p r e f e r r e d  f u n d s  n o t ?  L e t ' s  d i s c u s s  t h i s  i n  a n  open forum. It i s  i m p o r t a n t .  
* * * * * * * * * *  
T h i s  came t o  SUGGESTBOX ON 1 1 / 1 9 / 0 3  

b e i n g  forwarded  t o :  



Message no: 0108892 Statue: N Date: 11/25/2003 T i m e  : 

Rep: 029000 

Rep: 047010 

Attn: See Below Re: revenue  s h a r i n g  

Revenue s h a r i n g  h a s  been t h e  f o c u s  a t  Morgan S t a n l e y  by t h e  SEC o f  an 
investigation a n d  s e t t l e m e n t .  The whole argument was o v e r  d i s c l o s u r e  
of  revenue  s h a r i n g  a r r a n g e m e n t s .  Do w e  have revenue  s h a r i n g  agreements  
t h a t  a r e  s i m i l a r  a n d  have  we provided  f u l l  d i s c l o s u r e ?  I f  n o t ,  can we 
have a b r o k e r a g e  p r o s p e c t u s  so  t .ha t  we can d i s c l o s e  any  and  a l l  revenue 
s h a r i n g  a r r a n g e m e n t s  with a l l  f i r m s  where t h e y  e x i s t .  A l s o ,  d o  o u r  GP's  
have risk o f  huge f i n e s  and can i t  a l s o  go down t h e  c h a i n  t o  LP e a r n i n g s  
i n  a b i g  way. I f  s o ,  maybe we s h c u l d  d e l a y  t h e  o f f e r i n g  t o  f u i l y  d i s c l o s e  
t h z s  r i s k  a s a p .  P l e a s e  p r o v i d e  an answer t o  t h i s  a s  many o f  u s  are 
c o n c e r n e d .  Also ,  d o  we own a p a r t  of t h e  mutual  f u n d s  t h a t  we p r o v i d e ?  

-A Concerned Employee 

T h ~ s  came t o  SUGGESTEOX ON 11/24/03  - 



Message no: 0014326 Status:  R D a t e :  1 2 / 0 8 / 2 0 0 3  Tfmc: 08:12 

From : Rep: 012000 

Rep: 029000 

A t t n :  c l e a r i n g  Ra: Preferred l i s t  

S e e i n g  t h a t  o u r  p r e f e r r e d  l ist  o f  v e n d o r s  i s  one of t h e  s m a l l e s t  i n  t h e  
i n d u s t r y  & t h a t  we have heavy moneta ry  m o t i v a t i o n  t o  sel.1 o f f  o f  t h a t ,  how 
w i l l  r e g u l a t o r s  l o o k  at t h a t  i n  l i g h t  o f  t h e  r e c e n t  m u t u a l  f u n d  s c a n d a l ?  It 
c a n n o t  b e  a r g u e d  t h a t  o u r  b r o k e r s  d o n ' t  have  e x t r a  m o t i v a t i o n  t o  s e l l  o f f  t h e  
p r e f e r r e d  l i s t  b / c  w e  d o  - r e v e n u e  s h a r i n g  & c o u n t i n g  t o w a r d s  t r ips t o  name 2 
b i g  o n e s .  I l i k e  t h e  MFS f a m i l y  o f  f u n d s  b u t  r e f u s e  t o  sell them b/c o f  no 
revenue  s h a r i n g  a r rangement  & it won' t  he lp  my c o n t e s t  s c r e e n .  

I s n ' t  t h i s  what M e r r i l  a n d  Morgan S t a n l e y  j u s t  p a i d  some f i n e s  f o r ?  H e a v i l y  
i n c e n t i n g  t h e i r  b r o k e r s  t o  s t i c k  w i t h  c e r t a i n  p r o d u c t s ?  S u r e ,  o u r s  are n o t  
t e c h n i c a l l y  p r o p r i e t a r y ,  b u t  w e  r e a l l y  d o  have ' p r o p r i e t a r y '  p r o d u c t s  i n  t h e  
form o f  a p r e f e r r e d / i n c e n t e d  vendor  l i s t .  

I'm j u s t  c o n c e r n e d  w e  c o u l d  have a c a n  o f  worms opened i f  t h e y  l o o k e d  c l o s e  
enough  ( p l u s  t h a t  l e t t e r  d i d n ' t  h e l p ) .  Those i n  a  g l a s s  h o u s e  s h o u l d  n o t  
th row s t o n e s .  S i n c e r e l y ,  concerned  Seg 3 b r o k e r  l o o k i n g  f o r  comfor t  
* * * * * * * * * *  
T h l s  came t o  SUGGESTBOX ON 1 2 / 2 / 0 3  
T h l s  message is  b e i n g  forwarded  t o :  

Thank you, - 



Mesaago no: 0053142 Statulr: R Date: 12/17/2003 T b :  09:22 

Rep: 012000 

Rsp: 029000 

A t t n :  c l e a r i n g  Ra :  Mutual Fund Revenue Sha r ing  

While you probably  c r i n g e  a t  reading t h i s  and would l i k e  t o  t h i n k  i t  d o e s n ' t  
happen, it i s  na ive  n o t  recognize  t h i s  ongoing s i t u a t i o n .  Some of ou r  
p r e f e r r e d  mutual  funds  have a prepared  speadsheet  showing I R ' s  t h e i r  r e c e n t  
bonus check and c a l c u l a t i n g  how much b igge r  t h e i r  bonus would be  i f  t h e y  s o l d  
t h e i r  mutual  funds  i n s t e a d ,  due t o  t h e  h igher  revenue s h a r i n g  arrangement 
o f f e r e d  by t h e i r  f i r m  compared wi th  what w e  a r e  s e l l i n g  now. Qu i t e  hones t ly ,  
t h e  numbers were p r e t t y  b ig  and t h e i r  c a l c u l a t i o n s  remarkably a c c u r a t e .  
Without q u e s t i o n ,  t h i s  informat ion  has  t a i n t e d  my o b j e c t i v i t y  and has  t h e  
p o t e n t i a l  t o  change t h e  p a t t e r n  o f  my investment recommendations. I n s t e a d  o f  
rewarding t h e  I R  d i r e c t l y  on revenue sha r ing ,  can we change t h e  system a s  
fo l lows? :  1) Take t o t a l  mutual fund s a l e s  2 )  Take t o t a l  revenue s h a r i n g  b y  
a l l  vendors 3 )  Make revenue sha r ing  a t  t h e  I R  l e v e l  based upon t o t a l  s a l e s  
of mutual funds ,  wi thout  any cons ide ra t ion  a s  t o  which funds  t h e y  s o l d .  I n  
o t h e r  words pool  t h e  t o t a l  revenue s h a r i n g  f rom a l l  t h e  vendors .  Then i f  I 
s e l l  American, Har t fo rd  o r  Van Kampen my revenue s h a r i n g  would be  t h e  same a t  
my o f f i c e  l e v e l  and each vendor would con t inue  t o  pay t h e  same amount. I t  
j u s t  makes m e  uncomfortable t o  s e e  how much more I could  b e  making i f  I 
changed my s e l l i n g  p a t t e r n .  

Thls came t o  SUGGESTBOX ON 1 2 / 1 3 / 0 3  
This  message i s  be ing  forwarded t o :  



Message no: 0102569 Date: 01/09/2004 Time: 14:44 

Rep: 029000 

Rep: 04701.0 

Attn: See Below R e :  a r t i c l e  i n  t o d a y ' s  w a l l  s t r e e t  

i have been i n  c h i s  b u s i n e s s  a lmos t  20  y e a r s  a a d  i have a lways  f e l t  t h s t  we 
have way t o  many c o n f l i c t s  o f  i n t e r e s t .  No m a t t e r  how mora l  a  p e r s o n  i s  we 
have c o n f l i c t s  such  a s  " p r e f e r r e d "  funds t h a t  pay u s  revenue  s h a c i n g  and pay 
f o r  t r i p s  a s  t h e  a r t i c l e  s t a t e s .  Why d o n ' t  we c u t  t h i s  c r a p  o u t  and t r u l y  be  
t h e  " i n d e p e n d a n t "  a d v i s o r s  we should  b e .  I n  a d d i t i o n  why d o n ' t  we t a k e  a  v e r y  
bo ld  s t e p  and e l i m i n a t e  a l l  u p f r c n t  s a l e s  c h a r e s  a l t o g e t h e r  and  i n s t e a d  u s e  
c s h o r e  p r i c i n g  (we can push f o r  lower f e e s  i f  we d e s i r e  heoa~ise Mr Rachmann 
s e e m  t o  t h l n k  t h a t  c  s h a r e s  a r e  t o o  e x p e n s i v e )  Well , John c o u l d  come up 
wi th  what he f e l t  was a  f a i r  c  s h a r e  f e e  f o r  a c l i e n t  t o  pay ( p e r h a p s  .50%) 
and t h i s  way we would s o l v e  a  l o t  i f  i s s u e s  ( d i d  i g i v e  p r o p e r  b r e a k p o i n t  o r  
noL , why d i d  i u s e  s e v e r a l  fund families i n  a p o r t f v l i o  n o t  p u t t i n g  i t  a l l  
i n  one and g e t t i n g  a  l a z g e r  b r e a k p c i n t  , why i s  t h e  c l i e n t  want ing  t o  s e l l  
Putnam a f t e r  o n l y  ho ld inq  i t  f o r  a few y e a r s  and now t h e y  have t o  pay a n o t h e r  
f e e  t o  buy i n t o  a n o t h e r  fund f a m i l y )  l e t s  g e t  r i d  of  s a l e s  c h a r g e s  a l t o g e t h e r  
and go t o  f l a t  f ee  ( k  a h a r e j  just. a d j u s t  t h e  fee t o  h e  " f a j r "  i n  Rachmann's 
r i n d  , t h e n  we w o u l d  be  a  heck of a  l o t  more " independent"  t h a n  we a r e  now 
it would a l s o  r e v o l u t i o n i z e  o u t  i n d u s t r y  and c u t  way down on o u r  compliance 
c o s t s .  p l e a s e  c o n s i d e r  

a  a lmos t  20 y e a r  y e t  

This  came t o  SUGGESTBOX ON 1 /9 /04  
t o :  



Message no: 0108171 Statua: N Date: 31/09/2004 Time: 14:52 

Rep: 029000 

Rep: 047010 

Attn: Fee Below Re:  WSJ article on Jones 

I'm f e e l i n g  a b i t  d i sgus ted  now t o  work fo r  a f i rm who p o r t r a y s  t h e  image of 
being proper  & s o r a l  i n  i t s  p rac t i ces  and now t o  f i n d  out  t h a t  we play a 
l i t t l e  d i r t y  t o  g e t  more revenue. Revenue shar ing SHOULD NOT be allowed i n  
thto f i r m .  I t h i n k  t h e  r i g h t  t h i n g  for  Jones t o  do i s  t o  ELIMINATE t h i s  
p r a c t i c e  ASAP o r  q u i t  t r y i n g  t o  f o o l  those  of us who a r e  naive  i n  be l i ev ing  
we work for such a moral company. Iz doesn ' t  mat ter  i f  the e x t r a  money 
h e n e f i t . ~  me 0 7  not.  it.'^ WRONG1 T her very few i f  a n y  of Jones brokecs 
d i s c l o s e  this p r a c t i c e  t o  the customers.  SHAME ON JONES1 
**r********  



Messaae no: 0108585 Status: N Date: 01/09/2004 T h e :  14 :55  

Rep: 029000 

Rep: 04'7010 

Attn: See B e l o w  Re:  journal report 

WHAT P.N INTERESTING REPORT. I MUST ADMIT THEIR RESEARCH I S  ACCURATE AND I 
HAVE TO AGREE WITH WHAT I READ. MANY BROKERS THAT I HAVE COME I N  CONTACT WITH 
AT E D J  HAVE A B I A S  TOWARD CERTAIN FUNDS BECAUSE THEY "PAY THEM BETTER". YOUR 
RESP3NSE WOULD BE 1 AM SURE THAI "THE PERCENTAGE I S  FEW" HOWEVER THAT I S  NOT 
THE ZASE I N  MY COMMUNITY. MY GREATEST CONCERN AND PROBLEM WITH E D J  IIAS BEEN 
WHAT WOULU APPBAH TO UE A DOUBLE-STANUAW ASSOCIATED WITH THE ETHICS OE' THIS 
FIRM. YOU TROUBLE US WITH WIRES I F  WE DONT GET THE CLTENT EVERY SINGLE 
POSSIBLE BREAK POINT I N  A FUND FAMILY YET YOU REDUCE OUR PAY I F  WE ARE NOT 
PURCHASING I N S I D E  OF THE PREFERED 7 .  NOT TO MENTION THE FACT THAT THERE ARE 
SUCH A LARGE DISPARITY IN REV. SHARE PAY OUT BETWEEN THE 7 F A M I L I E S .  YOUR 
(EDJ) ETHICS SEEM TO BE PREDICATED UPON HOW MUCH THE GP'S AND TO A MUCH 
SMALLER DEGREE THE L P ' S  ARE P A I E .  DOUBLE STANDARDS ARE SOMETHING I HAVE 
ALWAYS DESPISED AND I DONT MIND SEEING T H I S  ONE COMP TO THE SURFACE. HOW CAN 
A DROKEh TRULY MAKE AN UNBIASED DECISION WHEN MANY GOOD FUND FAMILIZS GET 
KNiCKED ON PAY OUTS AND WE HAVE REVENIIE SHARING PAYOUT EXTREMES. 

T h i s  came ro SUGGESTBOX ON 1 / 9 / 0 4  
T h i s  message is  being f o r w a r d e d  t o :  



Meaaage no: 0042541 S t a t u e :  N 

From: - Date: 01/21/2004 Time: OR:40 

Rep:  029000 

Rep:  0 4 1 0 1 0  

Attn: See U e l n w  Re: WSJ ARTICLL 

I MUST A3MIT THAT WSJ ARTICLE WAS QUITE HURTFUL TO US AND OUR CLIENTS 
(ESPECIALLY THOSE THAT OWN PUTNAM). THE ARTICLE, HOWEVER, DOES BRING UP 

A DISCUSSION ITEM. ALTHOUGH I T  C I T E S  ONE AND TWO YEAR RETURNS, I WILL 
CERTAINLY AGREE THERE ARE SOME PREFERRED FUNDS IN THOSE GROUPS (OTHER THAN 
AMERICAN FUNDS) THAT OVER Tl lE PAST 'FIVE' YEARS llAVE REALLY LAGGED THEIR 

PLEKS. HOW CAN HE I N  GOOD FAITE ENCOURAGE CLIENTS TO OWN FUNDS THAT 
OVER F I V S  AND EVEN TEN YEARS HAVE NOT DONE REAL WELL RELATIVE TO PEERS?  
I FEEL LIKE WE'VE BEEN CAUGHT RED HANDED ON THIS REVENIJE SHARING I S S U E .  
* t r * t t * k * b *  

T h i s  came t o  SUGGESTBOX ON 1 / 1 7 / 0 4  
s L s i x q  f o r w a r d e d  to: 

T h a n k  



Message no: 0055406 Status: N Data: 01/21/2004 Time: 08:47 

Rep: 029000 

Rep: 047010 

Attn: See below Re:  WSJ A r t i c l e  

I j u s t  r e c e i v e d  a n o t h e r  c a l l  from a  l o c a l  a t t o r n c y  t h a t  g o t  a r o u n d  t o  r e a d i n g  
t h e  WSJ a r r i c l e  a b o u t  revenue  s h a r i n g  at J o n e s .  He was o b v i o u s l y  u p s e t .  I 
thought  lie rwde a good p o i n t  thouyh.  He s a i d  tie u n d e r s t o o d  t h a t  t h e  ~ c a c t i c e  
was r n d u s t r y  wide and t h a t  he b e l i e v e d  t h a t  I ,  a s  a  l o c a l  IR, d ~ d n ' t  f e e l  any 
i n f l u e n c e  t o  s e l l  a s p e c i f i c  fund, bu t  he thought  t h a t  t h e  pcobiem was 
d i s c l o s u r e .  H i s  p o i n t  was t h a t  w e  t e l l  people  about  commissions i n  o t h e r  
ways b u t  t h i s  one was never  d i s c l o s e d .  He f e e i s  t h a t  t h e  f a c t  t h a t  we 
c o n t i n u e d  zo  p u t  p e o p l e  i n  funds l i k e  Putnam a s  t h e y  exploded  were i n f l u e n c e d  
by t h e  f a c t  t h a t  o u r  revenue was h e a v i l y  i n f l u e n c e d  on payments from r h e s e  
funds .  Where's t h e  independence t h a t  we preach  by not  hav ing  ~ r o p r i e t a r y  
f u n d s ?  I t  seems l i k e  p r o p r i e t a r y  funds  and revenue  s h a r i n g  a r e  no t  t h a t  f a r  
a p a r t .  What a l s v  i s  t o  keep product  rev iew independent  when a  huge s o u r c e  of  
c u r  revenue i s  due  t o  revenue s h a r i n g ?  

Thanks f o r  l i s t e n i n q  t o  us on t h e  f r o n t  l i n e .  
***********= 
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