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Wedgewood InYestors, lnc. 100 State Strcet,SuiIc 5(J6 
lnvestrnentN,4anaqers& Counse lors Erie. Pennsylvania 16507-1457 

314 456 3651. F"ax814-459-9341 

Ju ly  8,  2009 

Ms.  El izabethM. Murphy 
Secretary f,ffiro& Exchange 
100F Street, N. E. 
Washington,DC 20549-1090 ,Iil\13?00s 

subject: Proposedcustody Rule (l4-2876). 

DearMs.  Murphy:  

Secur i t ies Commission 

We are opposed to the proposedSECrule that  would requi re surpr ise audi tsof  fees for  a l l investment  

advisoryfirms who deduct their fees directlyfrom client accounts.There are a hostof reasons: 
.  For  f i rms l ike ours who a l ready undergoannual  audi ts  f rom outs ide CPAf i rms,the cost  and 

act iv i tyareredundant .  
. 	 Merely auditing a fee won't achieveyour purpose oftransparencyto the client of his/her costs 

and returns. The client has already signed authorizations, viafunds for the brokeages or 
discretionarVcontractsandauthorizationsby third partycustodians(e.9.,Schwab)for the 
independentinvestmentadviser .  

.  	 l f  i t  is  bevondmerely  the deduct ion of  the fee,  namely t ransfers,  wi thdrawalsand other  
immediate needs for cash from client accounts, vou will have to roll back to the clieot and the 
th i rdpar tycustodianresponsib i l i t ies or  paperauthor izat ionsand e lect ronic  only  they can 
executeandnot the adviser .  

. Moreover,vou will have to force adviserswho have their own in-housebrokers to discontinue 
th is  act iv i ty .  This  is  too muchtemptat ionfor  some advisers,  in spi te  of  the economies of  scale.  

o 	 Youshould also force advisers to use onlv certain softwarefor return calculations. We use 
Advent 'sAvxs and havedoublecheckedi t  numeroust imes and have not  found errors.  Manv 
advisersuse software that isfar from rigorous in the calculation of investment returns. 
Madoff'sscrewyreturns could have been pickedup quicklyby the correct software but his 
intent was to intervene and defraud. That's a different proactlveissuethan the majority of 
advisersyouare addressing.  

o 	 In the end, the outside surprise auditwon't achieve the end youwant. 

Lastmonth we were asked to review several accounts (individualsand a profit sharingplan)for accuracy 
of  returns,  how much they were real ly  payingfor the managementof theassetsandtheal locat ionof  
the assets. The accounts were managed and held at a large wire house, Not only were the costs never 
detailed to these folks (whichincludedfront loads, deferred fees, 12b-1'sas well as the fund 
managementfees)  but  the returns thatwere expressed to these fo lks weremerely  the publ ished 
returnsof  the funds,  independent  wi thdrawals of  the ind iv iduals .  o f  contr ibut ions,  or  any otheract iv i t ies 
l f youare in terested in  a c lean audi t  t ra i l  o f  fees,  there should be some uni formi tyof  d isc losure by 
brokersas wel l  as advisers asto the amountacccunts|eal lypayfor  the i r  management .Thisshould 
applyto insurance productsalso:  annui t ies are a n ightmare in  expla in ing whatthey real ly  cost  a person.  

I wish you the best in creating transparency of costs for account holders. There are several avenuesto 
achievei t  but  surpr ise audi ts  is  not  one of  them. 

Sincere ly ,  


