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CARMIC HAEL HILL 

Ms. Elizabeth M. Murphy 
Secretary 
U.S.SecuritiesandExchangeCornmission 
100 F Street, NE 
Washingto-n,DC20549-1090 

RE: Custody of Fundsor Securities of Clients by InvestmentAdvisors 
ReleaseNo. lA-2876 
File No. 57-09-09 

Dear Ms. Murphy: 

the opportunity We appreorate to expresscurviews in responseto the request 
on the proposedbythe Securities and Exchange Commissionfor comments 

amendmentsto Rule 206(4)-2undertheInvestmentAdvisorsAct of 1940 or "Custody 
ofRuie". we commend thesEC for its review of current regulationsas safeguarding 

client assets is a major concernin today's environment. 

As a smal! investmentadvisoryfirmwiththreeadvisorswith several decadesof 
industryexperience,we feelthat the sEC'sproposalto deem advisoryfirmsto have 
custodysolelyas a result ofdeductingadvisoryfees from accounts held at independent 
qualifiedcustodiansis unnecessary andcostprohibitive.We feel the current 
safeguardsaffordadvisoryclientsthe ability to identify anddetecterroneousor 
fraudulenttransactionsaswellas deter RlAs from fraudulentconduct.In our opinion' 
theproposedrequirementof an annual surpriseauditwouldprovideadvisoryclients 
witfrminimal incremental protection.ln addition, the cost associated with the proposed 
annualsurpriseauditwouldbeunduly burdensome on custody weRlAs.Accordingly, 
believethat the annual surprise auditfor such RlAs to be unwarranted 

There has been no evidence presentedto suggest thatthe Custody Rulein its 
presentformwith regards to deductingadvisoryfees from accounts held at 
independentqualifiedcustodianshas been ineffectiveat preventingfraudulent 
misappropriations thelack of enforcement of client fundsbyRlAs. At a minimum, 
actionsagainst RlAs in this area isan indicationthat custody resultingsolely from an 
RlAs authority to deduct advisory feesdoes not appear to bea high-risk area of abuse. 

We thank the SEC for its consideration of our comments and opportunity to 
provideinput regarding this important matter. 
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