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July 10, 2007

Mr. Christopher Cox, Chairman -
‘Securities and Exchange Commission
100 F Street, N.E. :
Washington, D.C. 20549

Dear Charrman Cox:

I am wrltmg to encourage you to take steps to preserve the ablhty of investors to

choose a fee-based brokerage account for their assets. As you know, the recent U.S.

- Court of Appeals decision vacating provisions of Rule 202(a)(11)-1 has raised
considerable doubt about the continued vrabrhty of fee-based brokerage accounts. If
allowed to stand; ‘this decision will result in.an mcredrble disservice o investors by ..
restricting their ablhty to choose the type of brokerage account that best suits their

'rnvestment needs

0 In 1994 I was a member of the “Commrttee on C ) atron Practrces a
broad—based group headed by Daniel Tully of Metrill Lynch that mcluded CEOS ofa’
number of leadmg brokerage firms, investors, and members of academra Among the
tasks given the “Tully Comrmttee” Was to identify the actual and percelved corflicts of
interest that can arise in a commission-based brokerage account and to identify “best
practices™ the industry used to eliminate, reduce, or mitigate these conflicts. We
identified fee-based brokerage accounts as one su_ch “best practice” and encouraged ,
greater use of these accounts where appropriate. As our report noted, in'many cases fee-
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‘based accounts better align the interests of all three parties in the relationship - the'client,

the registered representative, and the brokerage firm - and they encourage long-term
* relationships among the parties. These accounts also provide investors with greater
transparency on costs. and stability of therr cost structure '

Wlnle Legg Mason 1s no longer actrve in the retall brokerage busrness I belreve'

-strongly that the Commission should preserve the abllrty of investors to choose among
different types of brokerage accounts. By investing nearly $300 brlhon in fee based
accounts, many mvestors already beheve the. fee—based account optron 1s best for their

needs, and 1 4 agree. T urge you to take prompt action on thrs issue to preserve freedom of

choige ﬁor all mvestors
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k. In 2005 Legg Mason beca,me a maJor “ pure play’ global asset management ﬁnn when 1t acqulred
-substantrally all the asset management busmess of Crtrgroup and sold Legg Mason Wood Walker the
~ firm’s retail brokerage busmess R : L
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- Please let me know if I can provide any assistance to you in this effort.

Cc: Daniel Tully

Sin ely,

ond A. “Chip” Mason
Chairman and CEO
Legg Mason, Inc.



