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9511, you asked me for information concerning the number of Dlan sponsors which
are ‘fexclu'sively Sales organizationg” (transcript P, 463). 1 told you I would
find the answer and report it to you. : : ‘ T
I have checkeq the information available to me with respect to the more than
forty (40) companies which offer contractual plans. I find that three of those -
companies are exclusively sales companies, and do not either directly or indirectly
act as the investment advisor for any mutual fund whose shares are used as the
underlying investment in the contractual plan, In addition, however, at least two
large plan Sponsors, First Investors 00rporatio~n and Investors Planning Corpora- -
tion of America, derive a very significant part of their revenues from selling
shares of mutual funds for which they are not investment advisors, S '
I should emphasize that despite the fact that most contractual plan sponsors
are not exclusively sales organizations, the SE(Ys Proposal to abolish the front-
end load would destroy the contractual plan business as a whole and would have
2.most severe impact on almost all mutual fund organizations which include the
sale ‘of contractua] plans. Abolition of the front-end load would also deny.to in- -
vestors a valuable meang for the periodic accumulation of mutual fund Shares,
Some of the largest companieg which sponsor contractual plans, including a
significant number of bublicly owned companies, derive Very substantial revenues
from this source, and elimination of the front-end loaq would seriously affeet
their financial positions, even though they might continue to derive revenues -
from other sources. In fact, some mutual fund sales organizations effect most
of their sales in the form of contractual plans, and the elimination of contractual

tions over inflow of new capital, _ \ '

In the case of smaller mutual funds, the elimination of the contractual plan
could well mean the entire destruction of the mutual fund complex. For in-
stance, there are twenty-one contractual plan Sponsors whose contractual plans
relate to mutual funds with assets of $50,000,000.00 or less. It is well known that
it is very difficult for investment advisors to receive substantial revenues from
the management of mutual funds of that size. For instance, assuming an annual .
advisory fee of one-half of one percent, ‘a fund of $10,000,000.00 of net -assets
would have a management fee of $50,000.00 g year, and a fund of $40,000,000.00
would have a mmanagement fee of $200,000.00 5 Year. From those: fees, the invest-
ment advisor has to bay all its own expenses and many expenses of ‘the mutual

by the front-end load that mutual fund salesmen ‘have been able to bring’ the
benefits of mutual funrdinvestingto many persons of moderate means who would
not otherwise have learned about thig vehicle. - .. - S :
- Let-me take this opportunity again to €Xpress my appreciation to you and your
colleagues for permitting our ‘association to testify before your subcommittee.
If you should have any further questions or should you desire any further in-
formation, please do net hesitate to let me know,
Sincerely, ‘ ,
: ' N ' : : JOoEN H, KOSTMAYER.
Mr. Kerrm. Well, we get back to the question that I have raised
throughout these hearings, as to which came first here, the investment
company or the sales organization. g , .
I noted that in one bit of testimony it was said—T think it was Mr, ;
Cohen’s though it may not have been—that the investment company




