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Accordingly, members fully anticipate that following adoption of the
Commission’s proposed regulations, many investment advisers will ask their custodians
to assume the “custodianship” of these non-traditional assets in order to avoid having to
arrange for the required periodic audits. The Association would encourage the
Commission to issue guidance concerning the types of custodial arrangements for
these asset categories that will be sufficient to avoid the need for an audit and -- to the
extent those arrangements would require material changes in industry practice —
provide ample time for the industry to develop and implement suitable compliance
mechanisms and disciplines.

Thank you for the opportunity to convey Association members’ views and for
including these comments in the public file in this matter. Members stand ready to
confer with the Commission or the Commission staff if that would be helpful. If you wish
to confer with members or if you have questions about the Association’s comments,
please contact the undersigned at 312.861.2620.

Sincerely yours,

Dan W. Schneider
Baker & McKenzie LLP
Counsel to the Association



