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SPARTAN CAPIT  AL  MANA G E M E N T T  L L C  

July13,2009 

Ms. Elizabeth M. Murphy 
Secretary 
UnitedStatesSecuritiesand Exchange Commission 
100F Street, NE 
Washington,DC 20549-1090 

RE: 	 ProposedAmendmentsto Rule 206(4)-2
 
ReleaseNo. IA-287 6
 
File No. S7-09-09
 

Dear Ms. Murphy: 

SpartanCapital Management, LLC ("Spartan") thisopportunityto expressits 
viewsin response to the Securities and Exchange commission's(the"commission") request for 
commentson the proposedamendmentsto Rule 206(4)-2. 

Spartanis a small (4 person) investmentadvisoryfirm that has been registered with the 
SECsince April 8, 2005. Our firm does not hold, maintain,or otherwise control the disposition 
of any assets in our client accounts. All client assetsare held at and maintained bv an 
independent, of each client's choosing (the"Custodian").qualifiedcustodian 

Under an amended Rule 206(4)-2, Spartanwill deemed to have custodyofour clients' 
assetssolelybecausewe have the contractual authorityto have advisory fees deductedfrom 
clientaccountsby the Custodianthat holds the assets. We stronglybelieve that thisportionof 
theproposedamendedRule,which would subjectsmall investment advisers,like Spartan,to the 
requirementof an annual surprise audit as though they servedthe function of traditional 
custodianswill not further the intended purposesof the Rule, is unduly onerous,and will cause 
significant, unnecessary expense. 

As requiredby current Rule 206(4)-2,the Custodian maintainingour clients' accounts 
deliversaccountstatements,on at least a monthly basis, directly to clients, identifting the 
amountof funds and securities at the end of the periodas well as all account activity duringthe 
period.As a result, our clients receivecomprehensiveaccountinformationdirectly from the 
Custodianand are thus able to monitor the activity in their accounts.Our clients haveagreed in 
writing that our advisory fees may be deducted directly from their advisory accountsby the 
Custodian. 
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Accordingly,thesafekeepingmeasulescurrentlyrequiredbyRule206(4)-2provideour 
or fraudulenttransactions.Itclientswith the abilityto sufficiently identifyanddetecterroneous 

thatabusesin the industryhavenot generally resulted becauseof billing is our understanding 
arrangementswherebyadvisershavethe authorityto haveadvisoryfeesdeductedby qualified' 

fromaccountsmaintainedby saidcustodians.We believe the absence ofcustodians 
suchactivity supportsour position that the safeguards mandatedby current Rule 206(4)-2are 

suffcient to deter advisers from engagingin fraudulent conduct' 

independent 

Furthermore,the cost associatedwith an annual surprise audit would impose an 

frnancialburden,especiallyon smallfirms like Spartan, the costs of whichmightunnecessary 
haveto be passedonto our clientsin the formof higher advisory fees. In the event Spartan was 

unableto absorband,/orpass on the costsassociatedwith an annualsurpriseaudit,we would be 

forcedto eliminate the direct debit of feesand insteadrequireclientsto pay our advisory fees 

directly. This would requirean overhaul of existing billing operations,increasebilling costs 

bothto clients andadvisers,andpotentiallygenerateunnecessary to clients. confusion 

Giventhat existing safeguardsin place are adequate,andconsideringthe adverseeffects 

that the requirementof a mandatory surpriseauditwould have on advisers as well as clients, we 

respectfullyrequestthatthe Commission leavecurrentRule206(4)-2intactand unchanged with 

respectto advisers who are deemedto have custody solely because they have the authorityto 

havetheir advisory fees deducted from clientaccounts. 

We thank theCommissionfor the opportunityto comment on this matter' 

Respectfully, 

(*:''.1}.*=­
Chairman 


