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Washington,DC 20549-1 090
 

RE: 	 ProposedAmendmentsto Rule 206(4)-2
 
ReleaseNo. 14'-2876
 
FileNo. 57-09-09
 

Dear Ms. Murphy: 

I appreciatethe opportunity to express my views in response to the Securities 

and Exchange Commission'srequest for comments on the proposedamendmentsto 

Rule206(4)-2. 

As an investmentadviserregisteredwith the SEC, under Rule206(4)-2,we are 

deemedto have custody solely because we have the authority to deduct advisory fees 

from our clients' accounts, all of which are maintainedby an independent, qualified 

custodian.I strongly believethat the portionof the proposedRule, which would require 

adviserswith this form of custody to undergo an annual surpriseaudit, is not warranted. 

with a broker/dealer, our situation 

different from some of the others for thefollowingreasons: 

BecauseI am also registered 	 I bglieve maybe 

1. 	As required by current Rule 206(4)-2, our independent qualifiedcustodian 

(Pershing)maintainsour clients' accounts and delivers account statements, 

on at least a quarterlybasis, directly to our clients. 

2. Our clients receive a letterat the beginning of each quarterdirectly from the 

broker/dealernotifyingthem of the amount that is being withdrawnfor fees. 
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3. We are limited by our broker/dealeras to the amount of fees we can charge 

and the amount thev can withdraw. 

4. We have no ability to withdraw the feesdirectly. The custodian (Pershing) 

paysall fees directly to our broker/dealer, who in turn, paysus our share. 

As a result, the above safeguards requiredby Rule 206(4t-2 provideour clients 

with the abilityto sufficiently identifo and detect erroneous or fraudulent transactions. I 

alsobelievethat while it is certainly noble to attack the abuses that have occurred in the 

financialindustry, most abuses don't seem to be a result of having the ability to 

withdrawfees from accounts maintainedwith an independent custodian. The absence 

of such actions supports our positionthat the safeguards mandatedby current Rule 

206(4)-2are sufficient to deter advisers from engaging in fraudulent conduct. 

Thankyoufor the opportunity to comment on this matter. 
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