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" 7 our'Ref. No. 94-644-CC
. oo s i A CoL s Thomson Advisory :
RESPONSE OF THE OFFICE OF CHIEF (OUNSEL: - Gtoup L,P- :

'DIVISION OF INVESTMENT MANAGEMENT ' - ' Eile No. 801-31227

-‘Iﬁ*your letters dated September, 7, 1994 and -October 25{- .
1994,. supported by.a memorandum-dated’ October 7, 1994, you

- .request-assurance that the staff would not recommend enforcement:

action ‘to .the Commission if, as more fully described in your
letters and the memorandum, certain affiliates of Thomson

‘Advisory Group L.P. ("TAG L.P."), a Delaware limited partnership

that -is registered as an investment adviser-.under the Investment
Advisers Act 'of. 1940 (the "Advisers Act"), do not register as
investment advisers under Section 203 ‘of the Advisers Act.

. As more, fully described in your letters and the memorandum,. -
TAG L.P., and certain of its affiliates, and Pacific Financial
Asset Management Corporation ("PFAMCo"), a California corporation
that is a registered investment adviser, and certain of its . .

businessés:into -a master-limited partnership. 1/ Under this.

-.master limited partnérship structure, TAG L.P.-will change its

name to PIMCO Advisors L.P:; and six "Operating Subpartnerships"
will be established. PIMCO Advisors L.P. and . each Operating
Subpartnership will be registered as investment advisers under

-the Advisers Act and will have investment advisory businesses
separate and apart from the advisory businesses of each other.

You state that, under this structure, PIMCO Partners, G.P.
("PIMCO GP") will be the sole general partner of PIMCO Advisors
L.P. PIMCO GP will be a general partnership consisting of two
partners: PIMCO Inc. and PIMCO Partners, L.P. ("PPLP"). PIMCO
bPartners Inc. will be the sole general partner of PPLP. PIMCO
GP, PIMCO Inc., PPLP, and PIMCO Partners Inc. will not engage in

-any investment advisory activities separate or apart from the

activities of PIMCO Advisors L.P.

In addition, you state that each Operating Subpartnership
will be a general partnership. PIMCO Advisors L.P. will act as a
general partner to and will -serve as a "Supervisory Partner" for
each Operating Subpartnership. A wholly owned corporate
subsidiary of PIMCO Advisors L.P. will act as a general partner
to and will serve as a "Managing Partner" for each Operating

»

’
i/ You state that the corporate and partnership structure of
the consolidated group has been dictated in large part by
tax considerations arising from its status as a master
limited partnership, and the impact of this status on the
tax posture of its unitholders.

R
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~investment advisory activities separate or apart. from the
ractivities of theOperating.Subpartnérships. e

‘ubpartnership. 2/ The Managing Partners will not engage in any

You represent that all of the consclidated group’s advisory
-activities will be ¢onducted solely by registered entities,’.and
.-all persons who will be.engaged in advisory activities will be - ..
-employees, officers and/or managing directors of a registered
“entity. You therefore believe that PIMCO GP, PIMCO Inc., .PPLP,

PIMCO Partners Inc.. and the Managing Partners should not be
required to register separately under the Advisers Act. (PIMCO
GP, PIMCO Inc., PPLP, PIMCO Partners Inc. and the Managing °. '
Partners are hereinafter referred to as the "Requesting Parties."
PIMCO- Advisors L.P. and the -Operating. Subpartnerships are
hereinafter referred to as "Adviser Partnerships.™)

"Background

. Section 203 (a) of the.Advisers Act requires any investment
vadviser| that ‘uses the United States majls or any.other meanms or: -
Iinstrumentality -of-interstate commérce.in ‘Connection with its ..

business as an investment adviser to régister with the

- Commission, unless the adviser is exempt from registration.
Section 208(d) of the Advisers Act provides that it shall be
unlawful for any person indirectly, or through or by any other
person, to do any act or thing that it would be unlawful for such
person to do directly under the Advisers .Act.

In the past, the Commission has expressed concern about
sStructural arrangements in which a registered investment adviser
is merely a conduit for advisory services provided by personnel
of an unregistered affiliate. 3/ Such arrangements raise the
question of whether the unregistered entity is engaging
indirectly in activities that would require it to register if
engaged in directly, in violation of Section 208(d). Moreover,
these arrangements make it difficult for the Commission to police
conduct that may harm clients of the registered adviser. For
example, an unregistered entity could shield its own advisory
activities and employees from scrutiny under the Advisers Act and
engage undetected in activities that could adversely affect
clients of the registered entity.

2/ You state that, in addition to these general partners, one
of the Operating Subpartnerships also will have a limited
partner organized as a limited partnership, the general

partner of which will be PFAMCo or a wholly owned subsidiary
of PFAMCo. ‘

3/ See Investment Advisers Act Release No. 353 (Dec. 18, 1972),
38 FR 1649 (proposing Rule 202-1 under the Advisers Act)

R



\_- . 0n the other hand, the Commission has recognized. that there

often are valid business reasons for a company to form a separate '
regigtered entity. ' In‘1972, the Commisgion proposed Rule 202-1, ]
© which wohld_have;exempted‘affiliateS'ofna'registefed'advisér from -

regigtration under the Advisers ‘Act when ‘the ‘registrant met

certain conditions designed to ensure that. the registered adviser . - .

was bperatgdfseparatelyjﬁrom-and'independently of its o .
unregistered affiliates: 4/ . The"proposal .reflected the view that
if an unregistered affiliate is operated separately, the .o
registered adviser would be unable to use the affiliate to

conduct "advisory activities that should be subject to regulation
‘under the Advisers’Act. Co oL -l

- Although.the Commission never adopted Rule 202-1, 5/ the -
.Division of Investment Management has looked to the conditions of
-the proposed-rule in evaluating no-action requests on the issue -
of registration under_.the Advisers Act made by affiliates of a

registered adviser.[—fi'Richard Ellis (pub. avail. Sept. 17, .
-1981), for example, the Division confirmed that it would not’
- recommend that the Commission take enforcement action-against the.. :
. ‘foreign parent- company of- a régistered adviger -that did not . - - .
~ itself register'under the Advisers Act if the registered adviser . -
was separate and independent of the parent.: In taking the
position that the subsidiary was sufficiently separate and
independent to make the registration of the parent -company
unnecessary, the parent company stated that it would comply wiéE:}
ponditions substantially similar to those included in proposed

Rule 202-1. 6/ U.S. affiliates of registered advisers have -

4/ Id. Under the proposed rule, a registered entity would have
been deemed separate from its unregistered affiliate if the
registrant met the following conditions: (1) it had a
majority of directors that was independent of the
controlling entity or its affiliate; (2) it was adequately
capitalized; (3) its officers were independent of the
controlling entity or its affiliate; (4) its advisory
representatives were independent of the controlling entity
or its affiliate, and made recommendations independent from
such persons; and (5) it did not use advice from the
controlling entity or its affiliate other than statistical
and factual information.

5/ The rule proposal was withdrawn in Investment Advisers Act
Rel. No. 497 (Feb. 19, 1976), 41 FR 8498.

6/ The Division has since developed an alternative approach to
the regulation of foreign advisers to allow them greatey
flexibility than permitted under Ellis in organizing U’S. -

registered subsidiaries. See, e.g., Murray Johnstone
Holdings Limited (pub. avail. Oct. 7, 1994); Mercury Asset
(continued...)



}grééd4to similay cbhditidns.whén'séeking.confirmation thap the .
Jivision waould fiot recommend that.the Commission take enforcement.,
action if the affiliates do not register under-the Advisers . '

Act!l 1/, R : : : .

‘Analysis’™ .. L L
. - You believe that the concerns-underlying.the. conditions of
proposed  Rule 202-1 and Ellis are not presented when an _
unregistered affiliate of a registered adviser does not engage-in
advisory activities; 8/ and, to the .extent its employees are
involved in’ 6r have access to-the registrant'’'s advisory business, -
* they are deemed "associated persons" of the registrant. 9/. You
" assert that, under these circumstances, no advisory activities
"take. place outside of the Commission’s jurisdiction and, .for that
redson, there is no concern that an unregistered affiliate would .
be engaging in activities that would' (1) require it to register
.under the Advisers Act, or (2) adversely affect the registrant’s

6/(...continued)

Management plc (pub. avail. Apr. 16, 1993); Uniao de Bancos
de Brasileiros S.A. (pub. avail. July 28, 1992). Foreign
advisers may organize their operations in reliance on either

Ellis or this alternative approach, based on their business
needs.

7/ See Sentinel Real Estate Corp. (pub. avail. Nov. 22, 1988);
United Asset Management (pub. avail. Nov. 2, 1981).

8/ You represent that the Requesting Parties do not conduct
investment advisory activities apart from the performance of
their duties as general partners to (1) their respective
Adviser Partnerships, (2) the general partners to the
respective Adviser Partnerships, or (3) the general partners
to the general partners to the respective Adviser
Partnerships, as the case may be.

9/ Section 202 (a) (17) of the Advisers Act defines a "person
associated with an investment adviser" as including a
partner, officer, or director of the adviser (or any person
performing similar functions), or any person directly or
indirectly controlling or controlled by the adviser,
including the adviser’s employees. Under some
circumstances, the term may include independent contracgors.

See Corinne E. Wood (pub. avail. Apr. 17, 1986). A
registered adviser is obligated reasonably to supervise the
activities of its associated persons. See, e.g., Sections

203 (e) (5) and 204A of the Advisers Act.

- 4 -
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Rdvisory clients. 10/ Accordingly, you believe that.a .
registrant’s- domestic'affiliates not engaged in’'advisory = - -
. activities should -mot be required.to register separately under
‘the Advisers Act, notwithstanding ‘that -they are 'not-qperated in-
accordance-with the Ellis conditions, .Under your praposal, the
- Commission. would have accéss td.personal securities transaction
.. xecords of each.affiliate-and -each ‘employee-of an affiliate’
“involved in or having access to the registrant’s advisory '
- activities, to the extent necessary to monitor coenduct that ‘may
harm the registrant’s clients. :

In connection with their request, thé parties make the -
following representations: . :

Each Adviser Pértnership_representé.that:

~1.7 it will deeni as an "associated person" each Requesting
Party and each employee of a Requesting Party -having access to
~.the investment -xecommendations of the Adviser Partnership or .
-infqrmation,COnce;ning the - recommehdations priqr,tOche-éfﬁegtiyé,
‘dissemindtion of theé recommendations; 11/ and .. R T

2. pursuant to Rule 204-2(a) (12) under the'Advisérs Act) it-
will obtain and maintain on-site personal securities transaction
records for each of its "advisory representatives." 12/

) Each Requesting Party represents that:

A. it will not conduct investment advisory activities
outside of the scope of its activities as a general partner to
(1) its respective Adviser Partnership, (2) the general partner:
to the respective Adviser Partnership, or (3) the general partner

10/ This situation is distinguishable from that of a foreign
adviser establishing a U.S. advisory affiliate. A foreign
adviser engages in advisory activities apart from those of
the registered domestic affiliate, but these activities take
place outside of the Commission’s jurisdiction.

11/ Telephone conversation between John V. O’Hanlon and Robert
W. Helm on September 18, 1995.
12/ Rule 204-2(a) (12) defines an advisory representative as

including, among others, any partner, officer or director of
the adviser, and certain employees and certain other persons
who obtain information concerning securities recommendations
made by the adviser prior to the effective disseminatiorn of
the recommendations. We note that all persons deemed 0 be
associated persons of an Adviser Partnership under the
representation in Paragraph 1 above also will be advisory
representatives of the Adviser Partnership.

- 5 -
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o the general partner to the respective Adviser Partrnerships, as . .
'he case may be, or advise clients separately in reliance on
. Section 203 (b) of the Advisers Act. 13/ SR .
B. .each individual who,-as officér, -director, partner or
employee of ‘a.Requesting Party (other than an indiwvidual whose .
- . duties are solely of a ministerial or clerical nature and who- 'is
*7 not dnyolved in the investment process and does not have access
* to the investment decisions or recomméndations of the Adviser
Partnership) engages in the business or affairs of an Adviser
Partnership will do so.subject to the supervision, .-direction and
control of that Adviser-Partnership to the 'same ‘extent as would
ke required under the Advisers Act if such individual engaged -
therein as an individual general- partner, ‘officer”or employee of
that Adviser” Partnership; : e
"C. each individual identified in Paragraph B above will be
identified in the Form ADV of its respective Adviser -Partnership
to the same extent as would be required under the Advisers Act if
. such individyal was an individual general. partner, -officer or .
. employee of that Adviser Partnership; R oo

- D. . each individual identified in Paragraph B above will be
subject to the conflict of interest, insider trading and personal
securities transaction reporting requirements of the Adviser
Partnership to the same extent as would be required under the
Mdvisers Act if such individual was an individual general
partner, officer or employee of that Adviser Partnership; and

E. it will provide the Commission staff with access to its
books and records, and will instruct each individual identified
in Paragraph B above to cooperate fully with the Commission
staff. 14/ The Requesting Party’s books and records will be
maintained at the site of the Requesting Party’s respective

13/ Telephone conversation between John V. O’'Hanlon and Robert
D. Guiod on September 20, 1995.

14/ Telephone conversation between John V. O'Hanlon and Robert
D. Guiod on September 22, 1995. Because the only business
of each Requesting Party is to manage its respective Adviser
Partnership, most, if not all, of each Requesting Party’'s
books and records will relate to its Adviser Partnership.

In contrast, when an unregistered affiliate of a registered
adviser is engaged in some other business, the Commissin
staff would need access only to those books and records
regarding transactions relating to the business of the
registered adviser, if any such transactions occur.

- 6 -
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“dviser Partneréhip; op will promptly be produced to the. .
pmmission upon request. 15/ o :

", broposed Rule-202-1 and Ellis, and Section.208(d) of the Advisers

" Agt, aré adequdtely addressed when (i) thé unregistered affiliate
of a registered adviser does.nbt provide investment advice; (ii) -
the unregistered affiliate and ‘each of its employees are ‘deemed
"associated persons":of the registrant when they have access to
the investment recommendations of the registered adviser or
information concerning the recommendations ‘prior to the effective
-digssemination of the recommendations; and (iii) the Commission
has access to the unregistered affiliates’ books and records to

the extent necessary to examine the business:of the registered
adviser. . .

IWe believe that the -concerns uqdefiying'the‘bonditiqns,df~-"j;

Accordingly, on the basis of the facts and representations
in your letters and the supporting memorandum, we would not .
recommend, that the Commission take any enforcement action under
-Sections :203 and 208.0of the Advisers "Act if the.Requeésting . R
‘Parties do not register under. the Advisers Act. .Different facts
or representations may require a different conclusion.’

[ b
Alison E. Baur ' ’ ‘T""L/
“?nior Counsel

L4

”~
15/ Telephone conversation between John V. O’Hanlon and Robert
W. Helm on September 18, 1995.
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"Re: Pnombon Adv1sorv GrouD L P. and Affiliates-
Dear Ms. Donohue:

As counsel for Thomson Advisory Group L.P. (“TAG L.P."), and
Bn behalf of TAG L.P. and certain of its present and future
‘affiliates identified below, we are writing to reguest written
confirmation from the Staff of the Securities and Exchange
Commission (the “Commission”) that the Staff will not recommend
that the Commission take any enforcement action against TAG L.P.
or any of its affiliates if they proceed in the manner described
below without certain of TAG L.P.'s general partners and certain
of the general partners of various of TAG L.P.'s general partners
and investment adviser affiliates registering as investment
advisers under Section 203 of the Investment Advisers Act of 1940

(the “Act"). Enclosed are seven (7) addltlonal copies of this-
request letter.

BACKGROUND

TAG L.P. is a Delaware limited partnership organized in 1987

and registered as an investment adviser under the Act. TAG L.P.
provides investment management and advisory services to private
accounts of institutional and individual clients and to mutual
funds. It serves as investment adviser to institutional and
individual clients through its Columbus Circle Investors (“CCI")
division It also serves as investment manager for 12 mutual
funds included within two open-end investment companies, thé

Thomson Fund Group and Cash Accumulation Trust (collectively, the
“mhomson Funds”) .

At present, Thomson Advisory Group Inc. (“TAG Inc.") is the
sole general partner of TAG L.P. and is also registered as an

Hd
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."flnvestment adv1ser under the Act A portlon of the 11m1ted
".partnership 1nterests of TAG.L.P: is’ owned ‘by the public and
‘ “traded ori the .New" York. ‘Stock* Exchange- Thomson Investor Serv1ces

“Inc.. (“PISI'), a brokex-deale¥ registeréd with the Commission Al

undér - Sectlon 15 of the Securities Exchange Act, of 1934 (the .
“Exxchange Act”) .and a subsidiary of TAG Inc., serves as the
dlstrlbutor for the Thomson Funds

Pac1f1c Financial Asset Management Corporatlon (“PFAMCo ) is

.'a- California corporation and a wholly-owned, indirect subsidiary
of Pacific Mutual Ldife Insurance. Company (“Pac1f1c Mutuwal”), a
California mutual life insurance company. Pacific Investment

- 'Management Company (“PIMCO—Inc ") r Cadence Capital Management
Corporatlon ("“Cadence”), NFJ Investment Group, Inc.. (“NFJ"),
Parametric Portfolio’ Associates, Inc. (“Parametrlc”) and ’
Blalrlogle Capjtal- Management leltedh(“Blalrlogle ). are’ | S
subsidiaries: of ‘PFAMCo. - (Cadence, Parametric, NFJ'and Blalrlog1e=

"-are sSometimes referred to collectively herein as the’ “PFAMCo
‘Management Companies”.) PFAMCo, PIMCO Inc. and the PFAMCo
Management Companies offer investment management services across
a range of asset classes and investment disciplines. Their
clients include institutional investors and high net worth
mnd1v1duals PFAMCo, PIMCO Inc. and the PFAMCo Management
Companies also advise mutual funds sponsored by PFAMCo (the
“PFAMCo Funds”), by PIMCO Inc. (the "PIMCO Funds") and other
affiliated and unaffiliated entities. PFAMCo, PIMCO Inc. and
each of the PFAMCo Management Companies is registered as an
investment adviser under the Act.

THE CONSOLIDATION

TAG L.P., TAG ‘Inc., PFAMCo, PIMCO Inc. and the PFAMCo

Management Companies, and PIMCO Partners, G.P. (“PIMCO GP"),
PIMCO Partners, L.P. (“PPLP"), the present Managing Dlrectors of
PIMCO Inc. and certain stockholders of TAG Inc. have entered into
an Agreement and Plan of Consolidation for PIMCO Advisors L.P.
effective as of July 11, 1994 (the “Consolidation Agreement”) .
Insofar as relevant to this request, the following changes will
result from the Consolidation: (1) the principal businesses of
PFAMCo and the businesses of PIMCO Inc. Cadence, NFJ, Parametric
and Blalrlogle will be contributed to TAG L.P. in exchange for

- the issuance of units of TAG L.P.; (2) TAG L.PD. will change its
name to “PIMCO Advisors L.P."; (3) TAG Inc. will withdraw as a
general partner and PIMCO GP will become the sole general partner
of “PIMCO Advisors L.P."; (4) “PIMCO Advisors L.P." will tran&fer
the businesses formerly conducted by PIMCO Inc., Cadence, NFJ,
Parametric, Blairlogie and the CCI division of TAG L.P. to
corresponding “Operating Subpartnershlps”- and (5) the combined
businesses will be conducted in the following ways: (i) PIMCO
Advisors L.P. will continue to perform directlv the

i
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admlnlstratlve, accountlng and legal functlons and the ex1st1ng
mutual- fund bu51hess {including -acting. as the. manager of the .
- ¥ Themson. Funds) formerly conducted - by it-as TAG L.P. (11) PIMCOr
" Advisors L.B. will’ perform directly certaln mutual fund
businesses formerly conducted by PFAMCo; "(iii) the- investment
management businesses formerly conducted by PIMCO Inc., Cadence,
NFJ, Parametric, Blalrlogle and the CCI division will be
conducted through six. new Operatlng Subpartnershlps, and (iv) the
“mutual fund distribution- business of TISI will continue tQ’ be
.conducted by TISI, but as a- sub51d1ary of PIMCO Adv1sors L.p.

. ORGANIZATION OF INVESTMENT ADVISERS AFTER,THE CONSOLIDATION

Thus, as 1nd1cated above; the 1nvestment advisory businesses
of  the consolidated group will be conducted by PIMCO ‘Advisors - '

L.P.- (fqrmerly,nTAG.L P.) and its six Gperatlng Subpartnershlps.“:::'

PIMCO Advisors L.P. - PIMCO Adv1sors L. ; will® have an
.investment advisory business separate and apart from the
investment advisory businesses of its Operating Subpartnerships;
it will act as investment manager for various mutual funds after
“the consolidation. PIMCO Advisors L.P. will continue to be
registered as an investment adviser under the Act. PIMCO GP will
be the sole general partner of PIMCO Advisors L.P. PIMCO GP will
be a general partnership consisting of two partners: (1) PIMCO
Inc., a subsid*ary of -PFAMCo and an indirect, wholly-owned
subs1d1ary of Pacific Mutual Life Insurance Company; and (2)
PPLP, a limited parthnership the sole general partner of which
will be PIMCO Partners Inc. Although PIMCO Advisors L.P. will
separately engage -in business as an investment adviser, neither
PIMCO GP, its general partners or the general partner or parent
corporation of its general partners will engage in any investment

adviser activities separate or apart from the activities of PIMCO
Aav1sors L.P. :

<

N

Operating Subpartnerships. Each of the six new Operating
Subpartnerships will have an investment advisory business
separate and apart from the investment advisory businesses of
PIMCO Advisors L.P. and the other Operating Subpartnerships.

Each Operating Subpartnership will be registered as an investment
adviser under the Act. Each Operating Subpartnership will be
organized as a partnership. Except for Blairlogie, each
operating Subpartnership will be a general partnership having two
partners: (1) one of the general partners will be DIMCO Advisors
L.P. which will serve as the “Supervisory Partner,” and (2) 4he
other general partner will be wholly-owned corporate subsidiary
of PIMCO Advisors L.P. which will serve as the “Managing

Partner.” The Blairlogie Subpartnership will be a limited
partnership with two general partners and one limited partner: as
with the other Operating Subpartnerships, (1) one of the general

N




ROPES & GRAY

‘ Dorothy M Donohue Esq.’ l.:’-4- L 1 'j September i 1994,

partners w1ll be- PIMCO Adv1sors L.P. Whlch w111 serve’ as the ;2
fSupervisory Partner;” -(2)" the otler general partner will be

- wholly-owned: corporate sub31d1ary of PIMCO: Adv1sors L.P. which -
© will serve-as the’ ﬁﬂanaglng Partner;"” and (3) the. limited partner

will be a: limited ‘partnership -the “general partner of -which will
be PFAMCo or a wholly-owned subsidiary of PEAMCo and the limited
partners of which will be -the current. managing diyrectors of.
Blalrlogle As indicated above,; the. “Supervisory Partner” (PIMCO
"Advisors L.P.) of each Operating Subpartnership will also be

.- registered as an investment adviser under.the Act, in-connection

with its separate business as' an investment .advisér. The
respective “Managlng Bartners of each Operatlng ‘Subpartnership
will not engage in any’ investment adviser activities separate or
apart from the act1v1t1es of the Operatlng Subpartnershlp , ‘

Attached as Appendlx A is an- organlzatlon chart reflectxng
the general ‘partnérs of the various partnerships’in. the ‘combined
‘group. {For the .purposes ‘of - 51mp11fy1ng the. chart 1nvestment oo
interests have-been omltted )

MANAGEMENT'OF INVESTMENT ADVISERS AFTER. THE CONSOLIDATION

PIMCO Advisors 1.P. Following the consolldatlon, PIMCO GP
will exercise its powers as the sole general partner of PIMCO
Advisors L.P. through, and will delegate substantially all of its
powers to, a l12-member “Operatlng Board" which will be composed
of management representatives of PIMCO Advisors L.P. and the
Operating Subpartnerships. The Operating Board will possess all -
governance authority not reserved to the various Operating
Subpartnershlps, subject to the power of an “Equity Board” to
review and approve certain material, extraordinary transactions
such as issuing securities or incurring certain indebtedness.

The Operating Board will delegate day-to-day operational issues
to an “Operating Committee” which will be composed of the chief
executive officers of PIMCO Advisors L.P., the PIMCO
Subpartnership and the CCI Subpartnershlp The Equity Board will
include certain representatives of PIMCO Advisors L.P. and the
Operating Subpartnerships as well as disinterested directors,

representatives of PFAMCo and representatives of certain
investors.

The Operating Subpartnerships. Following the consolidation,
the day-to-day management of the business of each Operating

Subpartnership will be conducted by the Managing Directors of its
Managing Partner. 4

REGISTRATION UNDER THE ACT

» As indicated above, PIMCO Advisors L.P. and each of the
operating Subpartnerships will be registered as an investment

id
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"adv1ser under the Act PIMCO GP (the sole general parther of
"PIMCO Advisors L.P:), PIMCO. Inc. and PPLP (the ‘sole general -

partners of 'PIMCO GP) angd PIMCO. Partners Inc. {the’ sole general T

'f;partner ‘of". PPLP) - are’ not planning: on: reglstering as- ‘investment
advisers under the Act.: TAG Inc:. is planning on discontinuing’
its registration as an investment adviser under the Act.
Similarly;.while it is intended that each of the Operating
Subpartnerships will be. reglstered as 1nvestment adv1sers under

-the Act, each of the Managing Partners of the Operating

'Subpartnershlps is ‘not’ plannlng on reglsterlng as an 1nvestment
adv1ser under the Act.

- DISCU'SSION '

i We believe that PIMCO GP, PIMEO Inc., PPLP ‘and PIMCO - . .

‘.Partners Inc: should not. be requlred to separately register. undexr
the Act solely for the purpase of edgaging thicugh PIMCO. Advisors -

L.P. 'in. the advisory business of PIMCO Advisors L.P. Slmllarly,
we believe-that the Managing Partners of the Operating’
Subpartnerships should not be required to separately register
under the Act solely for the purpose of engaging through their
respectlve Operating Subpartnerships in the advisory business of
the Operating Subpartnership. (PIMCO GP, PIMCO Inc., PPLP, PIMCO
Partners Inc. and the Managing Partners of the Operating
Subpartnerships are hereinafter sometimes referred to-as the
*Requesting Parties”; and PIMCO Advisors L.P. and the Operating
Subpartnerships are sometimes hereinafter referred to as the
“Adviser Partnerships.”)

Each of the Requesting Parties is a “person associated w1th
an investment adviser" and, thus, is not requlred to be
separately registered. Under Section 203 (a) of the Act, each
“investment adviser” is required to register with the Commission.
The term “investment adviser"” is defined.in Section 202(a) (11) to
mean “any person who, for compensation, engages .in the business
of advising others, either directly or through publications or
writings, as to the value of securities or as to the advisability
of investing in, purchasing, or selling securities. . . ." The
Commission and its staff have on numerous occasions confirmed the
view that a “person associated with an investment adviser," as
that term is defined in Section 202(a) (17), will not be required
to be separately registered as an adviser with respect to the
activities undertaken on behalf of the adviser in the person's

capacity as an associated person. See, e.g., Investment Advisers
Act Release No. 615 (February 2, 1978) (“. . . a solicitor wio
engages in solicitation activities in accordance with the
provisions of . . . [Rule 206(4)-3] will be, at least with

respect to these activities, an associated person of an
investment adviser and therefore would not be required to
register under the Act individually solely as a result of these

"
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. act1v1t1es ”) Moneta Group Investment Adv1sors, Inc (No Actlon
.. Letter; p.a: d October 12, 1993); G. Seraflnl Investment .
' Consultants, -Inc. (No Action Letter; p:.a.d. November 27 1976)

' The tefm “person. associated .with’ an investment advisel” is S _"”;.-

defined to mean “any partner, .officer; or’ director ‘of such
investment adviser (or any person performlng similar functions),
or any person directly or indirectly controlllng or controlled by
. such investment adviser, including any employee of such .
‘investment adviser, . . .". Thus, to the extent that ome of the'
Requesting Parties engages in the. business .of .one of the Advisér
Partnerships of which it is a general partner, it- would be - w1th1n
‘ the deflnltlon of the term “person associated with an investment,
adviser." _Furthermore, to the extent that one of the Requestlng
Parties engages in the business of one of the Adviser
‘Partnérships. with respect to which it is a..general partner of a -
" general partner, it would. appear to" be a.“person”performlng '

A51m11ar functions” as a partner -and, .thus,- ‘within”the. deflnltlon .

~of the: terﬁl“person assoc1ated w1th an 1nvestment adv1ser

In the past, the Staff has expressed concerns w1th the
extent to which persons engaging in the business of a registered
entity are subject to the supervision, direction and control of
the entity. See, e.g., Connecticut Investment Management Inc.
‘(No Action Letter; p.a.d. February 11, 1977).  1In this regard,
each of the Requesting Parties represents that (1) each of the
Requesting Parties will not hold itself out as providing
investment advice separate or apart from its Adviser Partnership;
and (2) each individual (including the members of the Operating
Board and Operating Committee of PIMCO Advisors L.P. and the .
Managing Directors with respect to each Operating Subsidiary) who
represents a Requesting Party as an officer, director, partner or
employee (other than one whose duties are solely of a ministerial
or clerical nature and who is not involved in the investment
process and does not have access to the investment decisions or
recommendations of the Adviser Partnership) of the Requesting
Party in engaging in the business or affairs of its Adviser
Partnership will (i) do so subject to the supervision, direction
and control of that Adviser Partnership to the same extent as
would be required under the Act and the regulations and forms
adopted thereunder if such individual engaged therein as an
individual general partner, officer or employee of that Adviser
Partnership; (ii) will be identified in the Form ADV of that
Adviser Partnership to the same extent as would be required under
the Act and the regulations and forms adopted thereunder if such
individual engaged therein as an individual general partneres’
officer or employee of that Adviser Partnership; and (iii) will
be subject to the conflict of interest, insider trading and
\personal securities transaction reporting requirements of the
'‘Adviser Partnership to the same extent as would be required under
the Act and the regulations and forms adopted thereunder if such

Rd
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'1nd1v1dual engaged thereln as. an 1nd1v1dual general partner,
.offlcer or employee of that Adv1ser Partnershlp

R To not requlre separate reglstratlon of the.Requestlng,
Parties would.be- consistent .with the- public - interest without

- compromising investor protection. The public interest is
certainly served by the avoidance of unnecessary duplication of
registration, disclosure, reporting and .other regulatory .

. requirements. The Requesting Parties believe that’ unnecessary
confusion will result: if, .for example, a. separate, “brochure”
"(e.g., Part II of Form ADV) of éach Managing Partnér is reguired

©.to accompany the brochure of the ‘Operating Subpartnershlp
Clients may become confused as to which entity is their
investment adviser. Contractual requirements may further confuse

"clients if the Requesting Parties are required to be reglstered

. 'For example,‘lt might be argued that .the Requestlng Party would.,
‘-_haVe to“be "a party.to €ach ‘client’ contract in its..own behalf 1n,

. o¥der to ‘satisfy various requlrements such. as:those 1mposed by .

" Section.'205 of the Act and Rule 206(3)-2 under the Act. Record- .
keeping requirements would be duollcatlve if each Requestlng
Party were treated as a separate registrant and thus required to
separately comply with the provisions of Rule 204-2.

\ ‘
' The avoidance of such unnecessary duplication is also an
enormous factor at the state level since many state securities

laws (“blue sky" laws) are required to be interpreted in a manner

‘consistent with the “. . . related federal regulation.” See,
e.g., the Massachusetts Uniform Securities Act, §415 (M.G.L.A. c.
110A, §415). Several of the Operating Subpartnerships are or

will be registered in the majority of states. If the Requesting
Parties are required to be séparately registered at the federal
level, it is likely that applicable Blue Sky laws will be
1nterpreted to require registration and the resulting costs and
duplicative regulatory burden would be enormous.

Investor protection will not be compromised if the
Requesting Parties do not register separately. As indicated
above, each individual who represents a Requesting Party as an
officer, director, partner or employee (other than certain
ministerial or clerical employees) will be supervised by the
respective Adviser Partnership to the same extent as would be
required under the Act and the regulations and forms adopted
thereunder if such individual engaged therein as an individual
general partner, officer or employee of that Adviser Partnership.
Furthermore, since each of the Requesting Parties is a genepal
partner of an Adviser Partnership, the financial responsibility
of each registered entity with which a particular client has a
relationship will be no less than if the respective Requesting
‘Party were also required to be registered and to enter into a
‘direct client relationship with that particular client.

Hd
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~ ‘Althopgh there do not appeat to be any noraction or'. . .
'+ interpretativé létters-from the Staff:directly in.point, there
" have been’ several:- noé-action. letters granting relief o broker-.. - .
,“_'dééleré*sée'fng,tblihtroduce.corpérate~gegera1;paxthers-iﬁ'placé.éjf“ S
- of the individual owners of the corpo¥ate entities. see, e.g.,. ~ . .°.
Gradyson, Burger & Co. (No Action Letter; p.a.d. July I1, 1987);
Montgomery Securities (No Action Letter; p.a.d. June 21, 1980) ;-
Boettcher.®& Co. (No:Action Létter; p.a.d.. January 18, 1980).

For the foregoing reasons, we believe that registration of
. the Requesting Parties under the Act is not and -should not be - -
. required. . . _

REQUESTED RELIEF
. _For the:.reasons’ stated .above,.'we. respectfully request, -on:
. - behalf ‘of the.Regquesting Partigs (PIMCO:GP, .PIMCQ Inc., ‘PPLP, -.- .
. “PIMCO Partnefs Inc: and the Managing Partners of the-Operating . *°
. Subpartnerships),  that.the Division of .Investment Management
“confirm that it will not recommend enforcement action to the’
Commission under the Act if the Requesting Parties proceed to act
‘as general partners (or general partners of, or general partners
of general partners of, general partners) under the circumstances

described above without separate registration of the Requesting
Parties as investment advisers under the Act.

We would be pleased to meet with you to discuss this
request, and we respectfully request the opportunity to do so if
you have any questions. In the event that you find that for any
reason you cannot issue the requested no-action letter on the
basis of the matters described herein, we would appreciate the
opportunity to discuss these matters with you or your colleagues
personally before you formally respond to this regquest.

Yours very truly,

\J

Robert D. Guiod

RDG/mm : rpenoac. ™

Enclosures

cc: Newton B. Schott, Esqg. >
Martin E. Lybecker, Esqg.
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MEMORANDUM - - - pryosSAINER DECHERT.

s : 2 INN
LONDON EC4Y 1LT, ENGLAND
October 7, 1994 . Lo . (qusngws

TO: Heidi Stam, Assistant Chief Counsel
John O’Hanlon, -Special COunsel
"Felice .Foundos, Attorney )
" Division of ‘Investment Management - : - - -
“”Securltles and Exchange'Comm1551on L T

| FROM: ° ‘Jeffery s. Puretz

Robert W. Helm
Larry B. Stoller /jj
/kE: - Request for No-Action by Thomson Advisory Group L.P.

and Affiliates

Introduction

As counsel for Pacific Mutual Life Insurance
Company and Pacific Financial Asset Management Corporation and
certain affiliated entities, we are writing in support of the
request for "no-action" submitted by Thomson Advisory Group L.P.
("TAG") and its affiliates to the staff on September 7, 1994,
concerning issues raised under the Investment Advisers Act of
1940 (the "Advisers Act") in connection with a consolidation
involving TAG and Pacific Financial Asset Management Corporation
and its affiliates as described in the original letter and below.
This also responds to Mr. O‘Hanlon’s request for additional
information concerning the structure of the proposed investment
advisory operations following the consolidation.

Description of the Consolidation Transaction

The consolidation transaction contemplates t
consolidation of the investment advisory businesses current y
carried on by subsidiaries of Pacific Financial Asset Management
Corporation ("PFAMCo") with the investment advisory and mutual
\fund distribution activities currently carried on by TAG. As
noted in the original submission, PFAMCo is currently a
California corporation and an indirect wholly owned sub51d1ary of



hc1f1c Mutual Llfe Insurance Company ("Pac1flc Mutual"), and TAG i MR

is a publlcly traded Delaware llmlted partnership.whose units of .
‘dimited partner 1nterest are.listed on the New ¥ork Stock . .

. Exchange. PFAMCo”s investment advisory businesses are- conducted

'prlmarlly through its separate wholly owned’ sub51d1aries each ‘of:

. which ‘is registered as:an ;nvestment advaser~W1th the Securltles s
"and- Exchange COmmlssion ("Commission").. - These- subsidlaries are-~“g‘

" "Pacific Investment Management ‘Company ("PIMCO"); Parametric..

Portfolio Associates Inc. ("Parametric"); Cadencé Capital
-Management Corporation ("Cadence"); NFJ Investment Group, Inc.

.. ("NFJ"); and Blalrlogle Capital Management Ltd. ("Blalrlogle“)
PFAMCo also performs investment advisory‘services and is itself

. registeréd-as an’ investment adviser with the Commission. The
investment. advisory business of TAG is carried out primarily .
through its Columbus Circle-Investors. d1v151on (“CCI“), although-
TAG also performs investment' adv1sory services in. its own name.*
TAG is registered as an adviser with the Commission.

Ce . From a struotural standp01nt the consolldatlon -
“=w111 be’ accomplished through' several steps,.lncluding (1), the:
transfer of ‘each- of the PFAMco investment advisory businesses "’
(i.e.,. the adv1sory ‘businesses' of PFAMCo, PIMCO, Parametric,. -
Cadence, NFJ, and Blalrlogle) to TAG in retui¥rn for units of"
partner 1nterest ‘of TAG, and the organization of each of PIMCO,
Parametric, Cadence, NFJ and Blairlogie as a separate operatlng
jubsidiary partnership of TAG ("New PIMCO", "New Parametric",

New Cadence", "New NFJ", and "New Blalrlogle“), and (2) the
transfer of the 1nvestment advisory business of CCI to a separate
operatlng subsidiary partnership of TAG ("New CCI"). The current
investment advisory business of PFAMCo will be combined with that
of TAG and carried on through TAG, which will be renamed PIMCO
Advisors, L.P. ("PIMCO Advisors"). (Each of New PIMCO, New
Parametric, New Cadence, New NFJ, New Blairlogie and New CCI is
referred to as an "Advisory Sub51d1ary" ) The consolidation
contemplates the continuity of management and autonomy of each
Advisory Subsidiary within the new structure so that, with
respect to client relationships maintained by each adv1ser, the
client will be assured that the consolidation will have no
material adverse effect on the current management or operations
of the Advisory Sub51d1ary and that the same persons who managed
the client’s account prior to the consolidation will continue to
do so after the consolidation.

SR .

Each new Advisory Subsidiary (other than New
Blairlogie) will be structured as a general partnership with two
general partners, one of which will be PIMCO Advisors and one of
which will be a corporation wholly owned by PIMCO Advisors.!

>

4

New Blairlogie will be a U.K. limited partnership with
two general partners (PIMCO Advisors and a wholly owned

(continued...)




hch corporate general partner w111 functlon as the technlcal - e

/ehlcle through which-the.partnership is managed, i.e., the :

,,offlcers and directors of. the. general, partner: will exercise.

'management ‘functions with respect to the: partnershlp. However,
" in each instance, governance of’ the Advxsory Subsidiary will be-
.delegated to ‘a ‘managément board -of :the, partnershlp.under ‘the- - .

- .térms of the-pertinent partnership agreements..‘The ‘directors and S

officers. of the-corporate general partner will each be T

individuals who® currently serve in similar capac1t1es with the )

Advisory Subsidiary and will occupy similar -positions as

_employees of -each such.firm. - A complete list of-these

" “individuals, and thelr céurrent and- future positionhs'is attached

" as Exhiblt A, _ . L Lt

; PIMCO Advisors itself will also be reglstered as .

. an 1nvestment adviser with .the. Commission and will ‘perform -

* limited investment advisory services directly. Although

-umanagement and control, of PIMCO Advisors technically will reside

- in its general partner,’ RIMCQ Partners G.P. (itself a general

*.partnership between ‘an entity controlled by Pacific Mutual,:
,.PIMCO,,Inc., and an entity’ controlled By ‘a_group. comprlsed of the
A current mandging dlrectors of PIMCO, PIMCO Partners L.P., the ...
.single general partner of which is PIMCO Partners Inc. ), actual
management responsibility for PIMCO Advisors will be delegated
under the terms of its partnershlp agreement, as amended, to
?anagement boards comprised primarily of representatives of the
idvisory Subsidiaries. These boards are (1) an Equity Board and
(2) an Operating Board. The Operating Board will, in turn,
delegate the day-to-day functions of operating the partnership to
an Operating Committee, which will be comprised solely of persons
associated with PIMCO Advisors and the Advisory Subsidiaries.

The members of each board and committee of PIMCO Advisors and
their present and future affiliations are outlined in Exhibit B.

1(...continued)
corporate subsidiary of PIMCO Advisors, Blalrlogle
Holdings Ltd. (U.K.)) and one limited partner,
organized as a Delaware limited partnership, of which
PFAMCo will be the general partner and the current
managing directors of Blalrlogle will be limited
partners. References in this memorandum to the
"corporate general partner" of an Advisory Subsidiary
include the corporate general partner of New Blairlogie
(Blairlogie Holdings Ltd. (U.K.)). As in the case of
the other Advisory Subsidiaries, governance of New
Blairlogie will be delegated to a management board.of
the partnership under the terms of its partnershlﬁ
agreement, comprised of the current managing directors
of Blairlogie.



‘-Curegisters with the Commission as.an" investment adv1ser, but 1f

.

. : Pa01flc'Mutual and PFAMCo 301n TAG in requestlng
chat the staff agree to take Wno-action" .if.-each advisory fifm
. described above (each Advisory Subs1d1ary and PIMCQ.Advisorsg)..

- each genéral partner of & reg;stered -investment adviser described

f,;above (other thah PIMCO Advxsors), IMCO, ‘Inc., PIMGO- Partners

L. P.-and PIMCO Partners Inc., .does not g6 reglster¢ This- would
mean. that, whlle PIMCO Adv1sors, New PIMCO, New Parametrlc, New
.Cadence, New NFJ, New Blairlogie.and New CCI would each be
registered as an investment adviser, the managing general partner

‘of -each .such entlty other than PIMCO AdVLSors would not be so
reglstered. . .

JUNEN)

.. P

: . .The corporate and. partnershlp ‘structure .of PIMCO
Adv1sors has been dictated in large part by tax cons1deratlons
arlslng from its sStatus as a master limited partnership, and the.
impact of such status on the tax posture of its unitholders. It

- has not been dictated by any desire or: 1ntentlon to conduct
.- -advisory. act1v1t1es through unreglstered entities, to. shield.
;,control persons.. from’ Commission oversight or enforcement, or . .- L

_ .otherwise "to. evadeée regulatlon under the Advisers Act.-’ ..Indeed, - - -. S

-all. adV1sory ‘activities will be cOnducted solely by reglstered
entities, rand .all pérsons who .will be engaged in adv1sory
activities will be employees, officers and/or managing directors
of an entity that will be registered as an investment adviser.

‘?he structure that will exist after the closing of the
transaction will, in each case other than PFAMCo, be nothing more
than the continuation of present advisory operations, which are
and will be conducted only through a registered investment
adviser. In that regard, the officers of each Advisory
Subsidiary existing at the conclusion of the transaction are
expected to be the same individuals who currently conduct the
advisory operations of each of the existing registered advisers.
In the case of PFAMCo, its investment advisory business will be
combined with certain activities of TAG within PIMCO Advisors,
and its employees that render advisory and related services will
become employees of PIMCO Advisors, which will be a registered
adviser. Each entity that will be engaged in an advisory
business will be registered with the Commission, and each control
person or person for whom information on Schedule D of Form ADV

would be required will provide such information to the
Commission.

Recquest

We join TAG in requesting that the Commission
Staff indicate that it would not recommend enforcement action to
the Commission if, for the reasons and on the conditions set.
forth below, the corporate general partners of New PIMCO, Néw
Cadence, New NFJ, New Blairlogie, New Parametric, and New CCI,
the single general partner of PIMCO Advisors, PIMCO Inc., PIMCO
?artners L.P. and PIMCO Partners Inc. (the "Managing General

- 4 -



hrtners") .do not in rellance on adv1ce of COUnsel, sépa;ately"
'eglster under the Adv1sers Act o S0

Dlscugsum

~And ‘Therefore,No "Integratlon" With The
Correspondlng Registered Investment Advisers
Is Requlred.

Unlike a corporatlon, which has a board of S T e

directors, management oversight of a partnership-‘must be _

. exercised by one or more of its general.partners._ ' In the case of

the Advisory Subsidiaries and PIMCO Advisors, the Managing

.. General Partners will serve this function. However, although
management and control of each of these registered- investment
advisers technlcally will reside .in its Managing General Partner,

.each Managing, General - Partner will. 1n'effect be 'nmerely a.shell

— entity. . Actual- managemént respon51b111ty for each'.of the

,Ireglstered ‘investmeént. advisory partnersh;ps will reside in each
".-adviser’s "management board,". subject to the oversight of the-
Equity Board and Operating Board of -PIMCO Advisors. Actual
management responsibility for PIMCO Advisors will reside in its
Operating Board and Equity Board. The management boards of the
Advisory Subsidiaries will be comprised primarily of the
’managlng directors" of each registered adviser (and, in the case
of New CCI, its Chief Executive Officer). The Operating Board of
PIMCO Adv1sors will consist of certain senior advisory personnel
of the investment advisory partnerships, and the Equity Board
will consist of certain of the same individuals, plus non-
executive directors otherwise affiliated with PIMCO Advisors or
its affiliates. The management board of each Advisory Subsidiary
and the Operating Board of PIMCO Advisors will be delegated all
power and authority necessary to carry out the operation and
management of the business of each adviser (w1th the exception of
certain significant actions which will require the approval of
the Equity Board). The management board of an Advisory
Subsidiary may establish an executive and compensation committee
to carry out certain functions, and may appoint such officers,
including a chief executive officer, as the management board
believes appropriate. The Operating Board of PIMCO Advisors will
exercise its authority through an Operating Committee and the
authority of the Operating Board and the Operating Committee to

take certain actions will be subject to the approval of its
Equity Board.

To the extent that a Managing General Partner.
engages in the investment advisory business it will do so oﬁiy
through its corresponding registered investment adviser. No
Managing General Partner will engage in any investment advisory
\act1v1t1es separate or apart from the activities of its

- 5 -
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o B iThe Managlng General Partners Wlll Not Carry; .
+ " t_.  -ni0. -OniAny Separate Investmert Advigory Business .-,



brrespondlng reglstered 1nvestment adv1ser. Further, the -
persons who engage in the day-to-day - operations of an investment

",adv1sory business will. be employees:of a:registered 1nvestment _
adviser. . Thus, because all.advisory.iactivities will. occus- in the - .

registered investment advisers, and all "associated persons" who
engage in*the:rday-to-day activities of the adv1sers will . be.

“'.employees of a registered investment adviser; no-advisory’

activities outside of :‘the Commission’s jurisdiction to superv1se
will take place. Since the Managing General Partners will not
engage dlrectly in any investment advisory operations, this
situation. is easily dlstingulshed from the "integration" 1ssues
confronted by the staff in the Richard ‘Ellis 1etter -and its’
progeny. .

. In Rlchard Ellis,. the staff addressed the 1ssue of
. whether a foreign parent company engaged "1nd1rectly" in an’ )
investment advisory business in the United States through a U. S.
,sub51d1ary company that was reglstered under the Advisers Act was

. 1tself ‘reguired- to .register.under the Advisers: Act, on the. theoryj.q

~ ~{hat the- parent tyight be engaging -indirectly in a U S. advisory
business on an unregistéred basis.. .The-staff concluded 1n .
Richard ElllS that a foreign parent would not be requlred ‘to -
vreglster if the parent and subsidiary were sufficiently separate,
and set forth a five-part test for determlnlng "separateness."3
On the basis of a recommendation in 1ts Protecting Investors

\
1

/

/

Richard Ellis (pub. avail. Sept. 17, 1981).

Under the Richard Ellis factors, a sub51d1ary will be
deemed sufficiently separate if it: (1) is adequately
capitalized; (2) has a buffer, such as a board of
directors a majority of whose members are independent
of the parent, between the subsidiary’s.personnel and
the parent; (3) has employees, officers and directors
who, if engaged in providing advice in the day—-to-day
business of the subsidiary entity, are not otherwise
engaged in an investment advisory business of the
parent; (4) itself makes the decisions as to what
investment advice is to be communicated to, or is to be
used on behalf of, its clients and has and uses sources
of investment 1nformat10n not limited to the parent;
and (5) keeps its investment advice confidential until
communicated to its clients. These factors were
derived from proposed Rule 202-1 under the Advisers
Act, which would have established virtually identical
condltlons under which an affiliate formed to provide
advisory services would be deemed an autonomous eﬁtlty.
Investment Advisers Act Rel. No. 353 (Dec. 18, 1972).
The Commission withdrew the rule proposal in 1976.
Investment Advisers Act Rel. No. 497 (Feb. 19, 1976)

- 6 -



ﬁe ort,‘ the staff over the’ past two years has further reflned
.¢he Richard Ellis test to permit greater integration between a
registered affiliate and .an unregistered foreign afflllate .

* provided generally that ‘the unregistered- affiliate consents.to
U.S. jurisdiction and agrees to provide the Commission with -

. .acgess to. any beoks, records- and personnel of ‘the afflllate .
.;connected w1th the prov1slon of adv1ce to U. S. cllents..f -'u‘~

. .

. Slnce each Managing General Partner w111 be an
unreglstered affiliate of a reglstered investment adv1ser, we ’
recognize that, ‘on.its face, this .may appear to raise the . .

J_"potentlal appllcatlon of the Richard Ellis and Unibanco letters .
in a domestic context.  However, two concerns reflected in. those

letters are not presented here. . The Managing General Partners
.will not directly engage in .any investment advisory business, .
Further, to the exteént: that any employees of a Managing Generdl-
Partner engage in the investment advisory business, they ‘will do
so only through a registered investment adviser. This .is in

. direct contrast to ‘Richard .Ellis and Unibanco, in which the. - .

" unregistered- parent or afflllated company'ltself -conducted -
‘“1nvestment adv1sory operations outside of its. correspondlng
" registered investmerit -adviser. Consequently, unlike the.
situations that led to the Richard Ellis and Unibanco letters,
‘there is no concern here that the Managing General Partners, or
their officers and directors,. would be able to do indirectly
\anythlng that they could not do directly in contravention of
5ection 208(d) of the Advisers Act.

2. No Investor Protection Concerns Are

Sacrificed If The Managing General Partners
Do Not Register -

We appreciate that the Staff has legitimate reason
to be concerned any time a proposed corporate structure of an
adviser sacrifices any of the investor protections imposed by the
Advisers Act. This could occur, for example, if advisory
personnel were able, through an unregistered entity, to engage in
conduct prohibited under the Advisers Act or to avoid the scope
of the Commission’s jurisdiction for purposes of monitoring and
enforcing the requirements of the Advisers Act. Here, however,
no sacrifice of investor protections will occur. The only
entities that will be conducting investment advisory operations
will be the registered investment advisers; each of these
entities will be subject to all of the provisions of the Advisers

SEC Division of Investment Management, Protecting
Investors: A Half Century of Investment Company
Requlation, Chapter 5 (May 1992).

v

ee, e.g.,'Uniao de Bancos de Brasileiros S.A. (pub.
avail. July 28, 1992) ("Unibanco").
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;t 1nclud1ng the Comm1ss1on s ekamination and enforcement .
authority. In all cases,. any employee ‘of a Managing General
.Partner will be an "associated _person" of a. reglstered investment

“ . .adviser under Seéction 202(a)(17) of the Advisers' Act, and all of = .~

~“their adv1sory activitiés will be carrled out only through a j
. reg;stered investment advxser. ; c. _ - _

: We recognlze that the Comm1551on and staff would f
be concerned if arn unreglstered affiliate that is beyond the .
Commission’s supervision or -authority is able to engage in
conduct that’ harms U.S. adv1sory clients or U.S...markets. Here,
however, since ‘the Managing General Partners will not engage
.directly in any investment advisory business, and all advisory
operations will be carried out solely by and through the .
registered investment advisers and. their associated persons, none
.of the potent1a1 "abuses. that might cause the Staff to conclude
that the Managing General Partners must ‘be registered are
.present .

. 3.0 The: _Burden of COmPIY1ng ‘With a Separate .- - .
- Reglstratlon Requlrement Would Be €ostly and
‘sérve No Purpose‘

If each of the Managlng General Partners were
requlred to register as an investment .adviser with the
)ommlss1on, it would create a costly compliance burden upon PIMCO
Advisors and its affiliates with no apparent investor protection
benefits. We are particularly concerned that a requirement that
federal registrations be filed for each Managing General Partner
may create a similar obligation in the states.

4. The Staff Previously Has Demonstrated
Flexibility When Additional Registrations
Under The Advisers Act Would Not Serve Any
Meaningful Purpose

On several previous occas1ons, the staff has
demonstrated a willingness to be flexible in not requiring
related entities to register under the Advisers Act when these
additional registrations would not serve any meaningful purpose.
In Glenwood Associates, Inc. (pub. avail. Aug. 6, 1992), for
example, the staff, among other things, agreed that a limited
partnership need not register under the Advisers Act
notw1thstand1ng the fact that the limited partnership would
engage in the advisory business by virtue of its role as a
general partner to a private investment company. The staff
recognized in Glenwood that, because the managing general partner
would solely control the dally business operations of the limited
partnership and the managing general partner itself already’has a
registered investment adviser, no purpose was served in requiring
an essentlally duplicate registration by the limited partnership.
Ioreover, in Price Waterhouse (pub. avail. Oct. 1, 1987), the
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'taff agreed that the accountlng firm of Prlce Waterhouse need
JOt register if an affiliate of Price Waterhouse, PWIA,
reglstered under the Advisers Act. Onge again; sincé all

- advisory activities would be- conducted within PWIA, and: all -, . :
_‘personnel performing these-act1v1t1es would be persons a55001ated

with- PWIA under Section 202 (a) (17), no purpose - ‘would be served 1n[-‘

' requiring Prlce Waterhouse itself also. .to reglster.

We believe that Glenwood and Prlce Waterhouse
prov1de appropriate analogles to the situation here, in that the
Commission already will have. jurisdiction over-and therefore
access to -the books, records and personnel  of each Adv1sory ]
Sub51d1ary and PIMCO Adv1sers, and no trading and other activ1ty
with potent1a1 for client abuse will be beyond the Commission’s
supervisieon or authority. As in the case of Glenwood and Price.
Waterhouse,. therefore, we believe that requiring the Managing
."General Partners to register under the Advisers Act would not

,serve any meaningful purpose and would only be duplicative of the
reglstratlon of the reglstered 1nvestment adv1sers.

Condlu51on

2 e

. In conclu51on, for the reasons set forth above, we
do not believe that. reglstratlon of the Managing Genéral Partners
under the Advisers Act is necessary or appropriate. Therefore,
We would respectfully request that you not object if the Managing
jeneral Partners do not register under the Advisers Act in

reliance on advice of counsel that such registration is not
required.

Please contact Lawrence B. Stoller at 212/326-
3575, Robert W. Helm at 202/626-3356, or Jeffrey S. Puretz at

202/626 3358 if you have any questlons concerning this matter or
if you need any further information.

cc: Sharon A. Cheever (Pacific Mutual Life Insurance Company)
Newton B. Schott (Thomson Advisory Group L.P.)
Robert Guiod (Ropes & Gray)
Ernest L. Schmider (Pacific Investment Management Company)
Patrick A. Seaver (Latham & Watkins)
David C. Mahaffey (Gibson Dunn & Crutcher)

Wi\LBS\STAMM.SEC



. David H: Edington * .-

. Name

- William H. Gross'

John L. ‘Hague -
Brent R. Harris

Dean S Meihng

Jam&s F Muzzy

" William F. Podlich III

"(illiam C. Powers

frank B. Rabinovitch

William S. Thompson, Jr.

Information About Pacific Investment

 EXHIBITA -

1. Managing General Partner of New PIMCO.

. Management Company ('PIMCO') .
) Pacnﬁc Immtment Management
. Company a Generil Pannexshlp
o (New PIMOO') .

. Current Position with Position with PIMCO _ Position with New
PIMCO Management, Inc! =~ PIMCO ,
Managing Director Director ’ . ‘Managing Director
Managing Director and  Director. Managing Director
Director o - .

- Managing Diréctor Director . ° Managing Director

. Managing Director Director . Managing Director

: ‘Managmg Director. - .. Director Managmg Director-. .

" Managmg Director and e ‘Director * - o : Managmg Director -
Director . o : ' B '
Managing Director and Director Managing Director
Director
Managing Director Director Managing Director
Managing Director. Director Managing Director
Chief Executive Officer, Director Chief Executive Officer
Managing Director and and Managing Director
Director

,.



Informauon Abont NFJ Investment Group, Inc.

0.' LS H ...‘ . . : ('NF]') -
R R W . X NFJInvcstmentGmupaGeneml
f - : e . Partnetshm ("New NFJ¥) "

- e T - T PnsltionwnthNFJ o
.-+ Name . - Current Position with NFJ ~° Management, Jnc? = - Position ew.NFI*
"Benno J. Fischer’ Director and Managing " Director oo Managmg Director

Director
. John L. Johnson " Director and Managmg - Director’, .Mapaging Diiec_ior
. : - - Director - T T o
Jack C. Najork -~ - - Dlrector -and’ Managmg " " Director - . *..  Managing Director

Director .

. Information About Cadence Capital

Maﬂageﬂ:ent Corpomuon (‘Chdenee‘)
Camnce (hpml Management, a Geqetal
Partnership ("New Cadence™) .
" Name Current Position with Position wnth Cadence Position with New
| Cadence - Capital Management, Inc3 ~ Cadence
illiam' B. Bannick Director and Managing Director Managing Director
Director
David B. Breed Director, Managing Director, Director Managing Director
Chief Executive Officer '
Chief Investment Officer

2. Managing General Partner of New NFJ.

3. Managing General Partner of New Cadence.
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[nformatxon .About Parametric Portfoho

} R . Associates, Inc. (Parametric”) . .
e e T e Pa'ramctrichrifoﬁB Associates,’a
. e Lo T 'GenemlPartmtshigCtjchammeu‘iQ.
e : : R ’CurrentPosmonwuh .PosmonwnthParamctnc " Position with New *
. -“Name - -7 .  Paramewic ... - Management, Inc* . Parametric -~ - .
*. . William'E. Cornelius Director'arid Managing * Director " Managing Director
Director _
Mark W. EnglqndfMarliun. Director, Managing - - Director . Managing Director
» ' Director - " - . - . .
.. 'Ch{ef Executive Officer .
Information About Blairlogie Capital =~ * o
Management, Limited ('Blalrlogxe')
Blmrlogxe Capltal Management, a U.K.

“ .

. L _ umxtcharmexs ew Blai .
Current Position with Posmon With Blmrlosgie o

Name " Blirogie Holdings L4d. (UK. Position With New Blairlogie
Gavin R. Dobson ~ Director and Chief Director , Chief Executive Officer

Executive Officer

|
]
/

sames G.S. Smith Director and Chief Director Chief [nvestment Officer
Investment Officer

John R.W. Stevens Director and Chief Director Chief Financial Officer
Financial Officer ’

4. Managing General Partner of New Parametric.
5. Managing General Partner of New Blairlogie.
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\ e . o lnformauon About Golumbus Cu'cle Invmtom
ol .-._‘_..‘.'('ccr)

BRI T e Columbus()rdelnvmtors,a -
Tl “ General Partnership ("New-CCI™)
I S PosmonwlthColumbns I ‘ . h ;
. Name ... " . . "CurrentPosition with CCI~ QrdeMLnag@eng,Inc. ‘Position with New CCI .~ . ©
Irwin F. Smith . . ° Chairman and Chief = : Director * - - . Chairinan, Cief
«  Executive Officer Executive Officer,

Chief Investment
Officer

Donaid A. Chibocas . Managmg Director and ‘Director * i 3 Managing Director
s IR Pr&ident . R '
‘Daniel . Pickett Managing Director ', . Director - Maniging Director
Amy Mae Hogan .- Managing Director : Dire_cfor .Managing Director

"' ‘Louis P. Celentano. . Managing Director. - - Director

*

‘_ Maxi_aging'Directo;. o

6. Managing General Partner of New CCI.
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. Ogeratmg Board
"Namc - '

Williaim S. 'Fhompson, Jr.

.William H. Gross '

. Brent' R. Harris' - " -

Déan S. Meiling

’ " James F. Muzzy

- Williamt F: Podlich, Il

Wﬂﬁam C. Powers
j‘win F. Smith

Donald A. Chiboucas
Daniel S. Pickett
David B. Breed

William D. Cvengros

Operating Committee
Name

William D. Cvengros
William S. Thompson

Irwin F. Smith

Equity Board

Name

William S. Thompson

}\/illiam D. Cvengros

" POST-CONSOLIDATION MANAGEMENT BOARDS OF
' PIMCO ADVISORS L.P..(PIMCO ADVISORS') .

EXHIBIT B

o Prmclgal Occugatlons

Director, PIMCO Inc., Managing Director, New
PIMCO

. Director, P[MCO Inc., Managmg Duec(or, New

PIMCO

Duector, PIMCO Inc,, Managmg Duector, New ..

PIMCO

Director, P[MCO Inc., Managing Director, New *
PIMCO

g .-Dlrector, PIMCO Inc.y Managmg Dlrector, New co
. ~_-PIMCO . S

-Dnrector, PIMCO Inc., Managmg Dlrector, New. o
PIMCO -

Director, PIMCO Inc., Managing Director, New
PIMCO

Chairman, Chief Executive and Financial Officer, New
CCI

Managing Director, New CCI
Managing Director, New CCI

Director; Cadence Inc., Managing Director, New .
PIMCO

Chief Executive Officer, PIMCO Advisors

Principal Occupations
- Chief Executive Officer, PIMCO Advisors

Director, PIMCO Inc., Chief Executive Officer and
Managing Director, New PIMCO

Chairman, Chief Executive Officer and Chief Financial
Officer, New CCI

v

Principal Occupations ”

Director, PIMCO Inc., Chief Executive Officer and
Managing Director, New PIMCO

Chief Executive Officer, PIMCO Advisors

I
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“Valter B. Gerken* -

.homas C. Sutton®*:

Glenn S. Schaffer -

. William H, Gross, ", <.

Willianr F. Podlich, IIT

Irwin F. Smith

" Donald K. Miller* )

Walter E. Auch, Sr.*

_-Donald R, Kurtz*

*

Non-executive directors.

Former DlreCtor, P[MCO

.

Former Director, PFAMCo, NFJ Cadence Parametnc

-. and Blalrlogle .-

Chlef Fmancnal Officer, Paci’ﬁc Mntuat

: .Du'ector PIMCO Inc., Managmg Director,. New -
.,. PIMCO .. ey, 1

Director, PIMCO Inc,, Managing Directof, New
PIMCO

. 'Chairman, Chief Execunve Officer and Clnef Fmanclal .

Officer, New CCI

Formier Dlrector, Vice Chau'man, Thomson Adv:sory
Group L.P. .

Former Director, Thomson Advisory Group L.P.
Former Director, Thomson.Advisory Group L.P.

v . . . .
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(401) 485 -4400 - « e TELECOPIER! (s17 : . ] . D.C.2

. L . . . ’ : . (202) 526 - 3900
TELECOPIER: (401) 455:440! L. e B . .

- ] : TELECOPIER: (202) 6263961
Yy . Wx‘_i‘\:er_' s Direct Dial Number:- (617)-951-7394
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October 25, 1994

Heidi Stam, Esgqg.

Assistant Chief Counsel
Office of the Chief Counsel
DlVlSlOn of Investment Management .
.. " United States. Securitles and- Exchange Commlss1on
-+ 450 Fifth Street, N."W.

‘Washington, D.C..20549 x

e .

Re: Thomson Advisory Group L.P. and Affiliates

pear Ms. Stam:

Reference is made to my letter, dated September 7, 1994, to-
Dorothy M. Donohue, Esq. (the “September 7 Letter”) requesting a
no-action position of the Staff with respect to -the non-
registration under the Investment Advisers Act of 1940 (the
“Act”) of certain present or future affiliates of Thomson
Advisory Group L.P. (“TAG L.P.”), and the supporting memorandum,
dated October 7, 1994, of Messrs. Puretz, Helm and Stoller of
Dechert Price & Rhoads submitted on behalf of Pacific Mutual Life
Insurance Company and Pacific Financial Asset Management
Corporation. The purpose of this letter is to respond to certain
questions which vou and your staff raised in a telephone
conversation with Mr. Stoller and me on October 17, 1994,

Defined terms used herein have the same meanings as given in the
September 7 Letter.

First, you asked whether all employees of the Recuesting
Parties (i.e., PIMCO GP, PIMCO Inc., PPLP, PIMCO Partners Inc.
and the Managing Partners of the Operating Subsidiaries) who will
have zaccess to the investment recommendations of the registered
advisers will be recuired to furnish personal sescurities ’
~ransaction repocrts To The advisers. Each of TAG L.P. and the
Operating Subpartnerships (referred tc for this purpose as a
"Registered Adviser”) intends to comply with the requirements cf
Rule 204-2(a) (12} {the “Record- Keeping Rule”) under the Act.
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Accordlngly, pursuant to the’ Record Keeplng-Rule, each RegLstered ;,l‘.

Adviser - Intends to obtain and maintain personal securltleS'
transaction’ records for each’ “adv1sory representat1Ve” (as
defined. in the. Record-Keeping Rule) including ‘any of the
following persons who obtain information concerning securities
"recommendations being ‘made by the Reglstered Adviser prlor to the
effective dissemination of such recommehdations or of “the.
information concerning such recommendations: (i)- any Requesting
“'Party and (i1) any affiliated person 6f such Requesting Party,

. including - -any officer, dlrector or employee of such a Requestlng
Party.

In reSponse to your. second question, please ‘be advised that
the Requestlng ‘Parties do- not ‘intend -to -conduct investment -
advisory act1v1t1es (other than the performance of . their dutles .

- as general partners ) and, accordingly, the Requestlng Parties-do
not intend to rely on:the provisions of Sectlon 203 (b) (3): (™. .
fewer than fifteen clients and who neither holds himself out
generally to the public. as an investment adviser nor acts as an
%nvestment adviser to any-investment company. . .”") of the Act.

In response to your third question, the Requesting Parties
agree to provide members of the Staff with access to the
Requesting Parties’ books and records just as if the Requestlng
Parties were registered under the Act.

I trust that the foregoing is responsive to your questions
and concerns, but if you or other members of the Staff have any
further questions I hope that you will not hesitate to call me or
Larry Stoller at Dechert Price & Rhoads.

Yours very trury,

RDG/mm : RDGNOACS . TM

* I include within the scope of the term “general partner"
‘the functions of second (e.g., PIMCO GP), third (e.g., PIMCO
Inc.) and fourth (e.g., PIMCO Partners Inc.) tier general
partners..

Rd
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©° Newton'B. Schott, Esq..
‘Sharon A..Cheever, “Esq..

’ “Ernést L. Schmider, Esq. - [ - . o
Jeffrey- S. Puretz, Esq. - . ' o e
Robert W. Helm, Esq. -
Larry B. Stoller, Esq.
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