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and the Division of Investment Managem:

|||

Re: ' Morgan Stanley Smith Barney LLC Public / »
9Morgan Stanley Availability: 5 0? ? ﬂﬂ?

} Citigroup Inc.

Dear Mr. Utzschneider:

We are responding to your letter dated May 29, 2009 to the Division of
Corporation Finance and the Division of Investment Management with regard to your
request for temporary no-action relief. Our response is attached to the enclosed
photocopy of your letter to avoid having to recite or summarize the facts presented in
your letter. Capitalized terms in this letter have the same meaning as in your letter.

- Youhave asked the Division of Corporation Finance for no-action relief during
the applicable Relief Period for each of the Morgan Stanley Parties, the Citigroup Parties
‘and MSSB with respect to the reporting requirements under Sections 13(d), 13(g) and
16(a) of the Exchange Act. Based on the facts and representations in your letter, but
without necessarily concurring in your analysis, the Division, on behalf of the Office of
Chief Counsel and the Office of Mergers and Acquisitions, will not recommend
enforcement action to the Commission with respect to Section 13(d), Section 13(g) and
Section 16(a) reporting if, from Legal Day One through the applicable Relief Period:

e The Morgan Stanley Parties aggregate and report the securities they
beneficially own outside MSSB with the securities that they would be deemed
to beneficially own within the MS Channel (with footnote disclosure reporting
the portion of the holdings attributable to MSSB), and exclude from their
reports the securities that they would be deemed to beneficially own within
the SB Channel;

e The Citigroup Parties aggregate and report the securities they beneficially own
outside MSSB with the securities that they would be deemed to beneficially
own within the SB Channel (with footnote disclosure reporting the portion of



securities that they would be deemed to beneficially own within the MS
Channel; and '

» MSSB does not separately report the securities that it beneficially owns.

In reaching these positions, we note particularly: your representations regarding
the monitoring and reporting challenges presented by the current information technology
systems of the MS Channel and of the SB Channel, the scope and scale of the task of
integrating these systems, and the time needed to complete the integration; your
representation that Morgan Stanley, Citigroup and MSSB will maintain information
barriers to protect their respective customers’ trading information; and your
representation that the MS Channel and the SB Channel have their own separate
processes for making investment and voting decisions, which will remain in place
through the applicable Relief Periods. These factors minimize concerns regarding the
sharing of information and coordinated investment and voting decisions between the MS
Channel and the SB Channel.

_ You have asked the Division of Investment Management for temporary no-action
relief with respect to the reporting requirements under Section 13(f) of the Exchange Act
and under Exchange Act Rule 10a-3T. Based on the facts and representations in your
- letter, but without necessarily concurring with your analysis, the Division of Investment
Management will not recommend enforcement action to the Commission under Section
13(f) of the Exchange Act and Rule 10a-3T under the Exchange Act against the Morgan
Stanley Parties, the Citigroup Parties or MSSB if each of the Morgan Stanley Parties, the
Citigroup Parties and MSSB submit Form 13F reports and Form SH reports, respectively,
in the manner set forth in your May 29, 2009 letter. -

We have considered your request for confidential treatment of your letter and our
response. We have determined that the request is reasonable and appropriate under 17
CFR 200.81(b). Accordingly, your letter and our response will not be made public until
the earlier of (1) the Closing Date and (2) 120 days after the date of our response.

The foregoing no-action relief is based on the representations made to the
Divisions in your letter. Any different facts or conditions might require the Divisions to
reach different conclusions.! This response expresses the Divisions’ positions on
enforcement action only and does not express any legal conclusion on the questions
presented. .

,%D Sincerely, -

Thomas J. Kim EMOsterman

’ Chief Counsel and Associate Director Associate Director :
Division of Corporation Finance Division of Investment Management

The relief granted in this letter relates only to the Morgan Stanley Parties, the Citigroup
Parties and MSSB. ' '
: 2



ém’ifm

HHizanVsy
Tokin
waisut Ereok

Waskinglen

Biinban B

L Fadergl *ﬁiwez :

gwﬁm %M BRI ,;’yxé

§X?%"§§"’éa¥¥} Lot

| May:29,2009

FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO.17 C.F.R. 200.81

John R. Utzschneider

Direct Phoner 617.951:8852
Direct Fax; | 736:
john, utzscimemr@hmgham com:

o

unse! and fo’ ice of Mergers.and Acquisitions:
rof Investment anagement

‘iecﬂdn 13 ﬁsml $ectwn 16 and Ruie ma~3T

Ladies and Gentlemen:

 Parti "’} Spnerf caliy, the purpase af this Tetter xsté rﬁquest that the Staff
"‘Sia 1) ﬂf the Division.of Corporation Finance and the

- ) ¢ L O:iin‘g,g @sxggf-:" r the
nfie ;that»they wauﬁd Tiot. reeorgfmse;n@ ‘to'thie Lg_xmissmn that ittake

Aﬁ discussed further below, the busmessm being contributed to the j Jjoint ventures will :
include certain non-U.S. affiliates which will be separate subsidiaries of Holdings (as
defined below). For purposes of this discussion, “MSSB” will include Holdings and such
affiliates notwithstanding the fact that such affiliates technically will be separate

subs;ésanes of Holdings.

Ca::ﬁdmnm Tieamment Rc«qmmi By MSSB nggm Staniéy sud Citigroup =001
AFT3I828013



-Agt”) and Rule 10a-3T thereander.,‘ if MSSB, the Morgan Stanley Parties and the
Cxt;grcup Parties temporarily report positions on the basis described bz:iaw

aﬁer ﬁme perxod t?ar rgquested relsef has:
_ -mqu&steé relief S

“*'We note that in many mszances where MSSB may haw a w;mmng reqmremem, it may
'repor:: jomﬁv with one. ' en :

wmnﬁyﬁ[es;me Form 13F and oné Form SH

: ﬁ*?gi@ﬁﬁ&? %&ﬁg&ﬁsa&w R
binighiin. com Mamvsﬁés

Confidentinl T Teatml Reqacsm! b MSSB; Margm Smnie:i{ mdf:mgrmg} ﬂﬁB ‘
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orm SH any sﬁmrmegover uhmh MSSB has mvastmmt i
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ﬂéascrem and (2) mﬁm the M@fgﬁn Stanley Pm;es\or S‘?B?w 'report ,
and Form SH S di on.? Tris antimpateé
be ;maluded asan other m&uded mamger o thc M@sgau §§tan1ev Parties”
g8 réperts and Fm'm SH %nmes repmts @ : &

Morgan $tanley Pames Wdi e:ther 18] aggregate he st
b&a‘ﬁcxaﬁ /O ts 3 :
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# The Morgan Stanley Parties will mekude in-their reports the:securities over whi sch
‘they. haﬁc :meesimem d:seretmn orin wmoh they have a repariahle she:m: pesmcn
’ sale ang aﬁ 4

mves{;ment dzscsetmn or m whmh ﬂzey have a reportable shfm posmon ar eﬁgage
m 4 r&ponab}e shcm saie

‘which i "ims a rebortabfe éhc)ft positi ’*engages m'é répértabie short sale are
.me}u&ed in reports by the Morgan Stanley Pasties.

membershm mmrests HE MSSB are. w,ned i}y Mm“gan Staﬁ}ey Smith: Bamey H@Edmgs
LLC, a Delasware limited liability compaty (“Holdings™

certain assets zmd btssm&sses

exceptions, the Citigroup Contributed Bsi

retail brokerage and ft:tures basmess ﬂperat}ng et :
‘United States and Australia and under the nam: Quzlwr” in: ttze Ut
and ﬁw Chamze% islﬁnds W:th certain ewep jons, the Morgan St

(‘:am:denﬁai Treatment Requesicd by MSSE; Morgan. Stanley and Citigroup - 006
AFT3028280.13
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' trading is expected to.be. mosay £ r-the | puf@ose of facilitating customers.and is ¢ pwted _

latively small portion of its overall activities. Theins tutional busit
. L, such asunderviriting, adv;smg on wergérs-and acqwsmoas, and i
institutional and proprietary trading and-underwriting, ‘will remaifi in M8 and CGMI and
are-not being contributed to MSSB. -

Tt is the intention of 1 Cmgmp and Mc:rgan Staal‘ey that, foiiawmg the eiosmg sf
the transactwn the Conmbmeé B ; 'd-'M :

: st in OGMI and MS. Most éxgmﬁcanﬂy, for a
ser’iam permd esi’txm& the U8, cxxstamers of the SB Channel wdl ccmtmae o hawa _ﬁwl

&gacy pmgrams and po
psmes applicable Retief P
ﬂlaﬁhe Wa Chanmis will be: mtagrmd into one operation and that ultimat

will become fully self-clearing and custody and carry its own customer accounts.

- Atthecloseof the_transa@nm, ro ,; ; vanaua subsrcﬁams, Morgan ssanla:y wﬁl

¢ ' The MS Chan i@mp}oys a full timye fixed income (“FI) trading business (collective y _
the “Desk”™ Desk maintains proprietary inventory for-client trade facilitation and
for proprietary trading purposes.-

Confidential Tremment Requested by MSSE; Morgan Stanley and Citigiotip 007

A73028280.13
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO17 CFR20081

mmﬂey«and Cmgroupg all of whose hokdmgs in SEC-registered sccurities will need to be

taken into account for monitoting and reporting purposes, }
Hoicimgs will be managed by a board of difectors: ecmsxstmg of four Mmgzm :

Stanley- -designees; two Cmgfmup designees and the senior-most éperating executive of

}{oidmgs suh;e@t fo certain mqumements, Board decisions will be-made or delegated to
5" vote, provi __,,:thatcasthMurgau Stanley-and

C itigroup wﬂl have veto nghts with r@spe:ct to'Gertain matters:

m&restsim Ha{dmgé and on operatifig, -accjﬁxrmv mf heyidmg ent tms that engage in certam

© restricted businesses. Each will have customary registration rights:from the em'}iar of: an

1PO and the sixth anmversar} of ciosmg

itiple chentconimm‘_.‘._,bﬁs, and for’s

&aia: 'mﬁ system dissonance.

Likewise, certain other members of MSSB management will r@tam
responsibilities at Morgan Stanley in aﬁmxmm&m furtctio : )
human resources and legal. However, it is not guirreritly anficipated that an
people w:lz be mveiveﬁ iy dar@cﬁng, effectm i
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involved in darectmg ehe votmg and mvestmem of securities at M;SSB.« }inwewr, in 1xght
' ated | ) nd

essaxy £© m&cafe the j X

3 | be consistent with tixe propcsal’- for
-mt}mmrmg and repcmng ciurmg the: partms -applicable Relief Periods;

Within the MS Channel, the methodology for voting and'investment eiemsmns 1s
as follows: :
o For customer: dccoutits over which:the MS Chunnel-has dmwexwmy :
authority: MS Chaniriel represeata' es make mdependent mvestment :

decisic ; .

Confidential Trcmmem tham!cd by MSSB Mergon Stanley and Citigroup.~ ey
AITIE280.13.
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO'17 CF.R 200.81

voting decisions with réspect fo discretionary customer accounts.
Ratiaer, ﬁw MS (,han' 1 transfers drscreﬁona:y vetmg amhﬁrzty 10 ﬁ’nrd—

Cha;mi as a client service matter, vote Wﬁmﬂﬁ on bel
customer.

manag;sd amounts

whi _'.zs;éeinpr.isedct
"mmlymanageé 3
; fhe :

o For Smith Barney third-party managed aécotwit progroms; “The SB
Channel delegates the discretionary authority that it is'.granted by the

Hinghna MclwachenLip Confidential Treatment Requested by MSSB, Morgan Stanley and Ciigroup - 0610
Bin ghpmanm APIRRISH13.
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TG {7CF R 200.81

customers tﬁ third-party matagers, who make voting and investment
-decisions for the customers in these: mamgﬁd accounts,

Asis evident, the two Channels hiave their own separate processes.for makmg
voting and investment decisions and, where their own representatives are actually
exercising discretionary authoril ¢ decisions are based on independent factors.

- through the parties’ applicable Relief Periods:
‘this letfer, minimize concerns regarding

employees o of each CZimmeE a

b Inforntation Barviers

Commencing at Legal Day One, MSSB, Morgan Stanley and Citigroup will
maintain information barriers to. protect their respective customers"tmdmg information,:
Staniey ané Cm group Wiﬂ nat share mfamﬁon abc)ut *.fﬁeu* ausmm_ars nfadmg

In addition to.the information barriers described above, fora varieiy.of legal and
.compliance reasons, Citigroup wil implement information barriers between it and: MSSB
on Legal )av &m fieﬁgned to ;}ermtt the gmsﬁmns and acuvmes cxf MSSB and Cm roup

dn: acc@rdaace thh ﬂxe Bﬁaggmga{mn (”imdaaee Hwever, evegx thengh Cxtxgrmxp wﬂi'
‘have these.information barriersin. place on Legal Day One, because Citigroup will not

f%nﬁ@nﬁai ’fwammkm by MSSB mrgm ‘itanxey an&k,xagmup <0011
AITI0RI804F
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 C.FR200:81

have completed its IT mtegfatmn efforts, it will not be in 4 positioti to file beneficial
ownership and similas reports on Legal Day One that dtsaggmgaie MSSB.

"Rehgf Pmods

A th&s{d _ﬁ)f Temporary. Refagf

sition mamtomng
"wh;ch ﬂwy have

" We. nate that while this. information can be.determined manually by each party with

toran individual security for which a reporting threshold has been exceeded and: a
fili mg is being made, neither party currently has the abillity to monitor; ofi.an zmgemg and

(Footnote Continued on.Next Page.)

Bingham MeCuichen LLP
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Schedule 13G to: report the: bzneﬁczal ownersmp of a security whmh, on an aggregamd

with respect to: sectirities over
‘have.a reportablé short pos
‘accordingly, will aggrega ade-in 2l
transactions in their respeg anuiél.. The pm:e:s wzu mszlade !cgends in such: repo:ts
sotisistent with those described ifi Part 1.B. abave.

B.  Relief Periods

Given thiir different IT'sy
Morgan Stanley and Citigrou
challenges i

d&sagg{egaie} : GO
may be: ghie’ tom .mplete:ly' fike

September 3(} G_Oi‘? and' will dt§agg;'egaw Bf: n accordancé w:th e Bxsaggmgamm
Guidance at some point to. be determined after that date. Citigroup expectsto be able to -

‘completely. aggregafe and cilsaggregate (in-accordance with the Disaggregation. Guxdance} '

its position monitoring and reporting system from MSSB by September 30,2000

{Footnote continued from Previous Page.)

expm on &agust I 2909 and exp@ct to feﬁ{}w a simi iar approaeh wrth respeci to any
siceessor rule and!or form,

systems to read this feed it ‘aggregate ﬂw

(Footnote Continued:on Next Fage}

Confidontial Treatment Requested by MSSE, Morgan Stanley and Citigroup - 0013
ATTHO28286,13
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| Accordmgky, tiae paﬁ;es requast that'the Staf’f gmm temporar} reixef to aﬂow each of the

regat i . wifuch may be ‘before or aﬁm’ the other "'_:j‘ff_i_f_ ,
Sxaff in writing- acmrémgiv

€: Infemmfoﬂhwémﬂeﬁgfl’erwds

acmrdam wzth-tise isaggregatic Gﬁz’éame for purposes o mamtermg and rcportmg; 1
'zmemm. At & fumfe date o be det@rmmed, Morgan f‘staxr&y expmts to’ dtsaggregaw o

(Footnote continued from Previcus Page.)

.pwizmz mfmnamn 'ﬁh its owit posmm mtomamn mxd ﬁzat af tiw M‘; Channel..

: 'alsebeabiembe

. Confidential Freatment Requested by MSSB, Morgan Stantey” and Citigroup - 0014

AFT3028280.13:
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o Because. Cmgroup is not. coxxtnhutmg & pnnmpai trading bisiness o MSSB: and
Margan SLtaniey is. mnbutmg just & small g riicipal trading business; the primary
' age and pri atcweaithmanagementandﬂae

.mspectwc Channel with sec ities it i ma;_,es :sndfm- beneﬁczaﬂy vwns, Accordmgiy, ;
even ﬁ;ough ihe propo_ s v, i 'b 5

1 q i he 'rcposai wi fémporaniy fulﬁﬂ the reguiatmy eigectxves;
foz"accumtc m{ennatxmmﬁw marketplace o the extent applicable thresholdsmay be
xceeded. :

Mmgm Stanlzy aﬂd C’mgrwp QMS

-".’ﬁi*iﬁg;%&am.i&i;ﬁgéf?é@%éf@f. Confidintal Froniment Reguesisi
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joint vemure 1ransaﬁ
confusion i zs rsfe aad :

ﬁmdmnantai questmn& ﬁf wham they caxt trusi wzth t}\ear ﬁnances aﬂd mm 1o for advme

&ecand _thejmm venture structure pmposed by Cmgrwp and Morgan St:aniey 1s

** See SEC Nov

ion:Letter - Her Majesty 's Government ~ Exchange Act Section .
ecember 10, 2008; which-was granted, in part, based om the Umteé
Kingdom’s. gwmment*s response-to the international financial crisis..

15y MSSB, Morgan Stanley dnd Ciligroup <8016
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; t:‘ansaemn-ﬁs' Soon as possible. The requested relief will aﬂaw the pames to cicse the: §
‘trafisaction more quickly and is appmprzate and in-the public interest’ given the current.
“financial market turmoil.

In vxew ef the unusual structure of the gemt veatm‘e ttansactm (the: seale o

: mag beused by me:s where tiw ex;g ’ :
Momever ‘we believe that the provision: of reliefis this czreumsfancc will beneﬁt

investors and the public and will niot be. contrary to the Commission’s investor protwtmn
“inahdate.

C.  Coordination.of Global Regulatory Regimes.

b. 1¥ Challenges

| From a practical standpoint,. n may bﬁ dxfﬁcuh for Morgan ‘}mniey' .s.nd C«lhgmup

1 pamés aré wc}riﬁng w:ﬂ: these feeds as (iewﬁb od
expeet the mtegramn xssnes fos tha FT systemsth

To the extent that the 1T systems are not integrated as necessary to. facilitate
;mmphance by Lega! {}ay One, manual workarounds would be the only possible:

Confidential Treaiment Requested by MSSB, Morgan Stanicy and Citigroup:- 0017
ATI028280.43
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- ﬁxe»un receéem:ed scle ¢ f'MjSSB S bmkerage

@stab, _ I';ed‘ to ensure thaxia irm’ s aggmm pas:t ndata i accurate 5
Mot gan Stanley-¢ axxd Cmngp use d;ffmﬁt matheds cf idenixfymg thwe-

woia avm}abie m d@ ﬁus,ﬁmy mus% agree zxpm standard : bé
implemented on beth sides in ord&r to begin auwmate«d trafsinissions in a

Bingham McCutehion LF Confidential Treatmont Requssied by MSSH, Morgan Stantey and Citigroup - 0018
Kinghim o Craflion Sty sied ry MSSB, Morgan Stanley and Citigrotp - 001
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secure manner. This effort can take time if one of the parties needs: 1o
acquire and install new tools inorder to support these requirements.

- As noted above; the parties expect these varions i'{‘ integration issues to be resofved
gradually overa few mﬁﬁzs, with a goal of complete integration by September 30, 2009.

E.

1begm mpartmg :m a hws Wi’ﬁd} does not: reqis rehief earher than tﬁf: mher and ear! iet
' t:haz'zs ableto begin. repom{xg v;zﬁmut te?;ef eatixer wdi
ASSB b

«S*?Wte,basrs, it wﬂi aiau mform the Sﬁaff‘i inwriti

VI Conclusion

In conclusion, MSSB; the Morgan- Swniey Parties mdthe(:i,&mn;ﬁ
request that the Staff of the Divisionof Cm'pﬁmo Fina ﬁ}
Investment Managemem cmf’ i ‘that they vm‘ ‘

?ames undgr Section’ 13 ami;Sectxon 16 zmd Rule 10&«3“1‘ it thzey tempoxarziv reperi
‘positions on the basis described above.

Hagram NoCule nam P Confidenial Traatment Roguestod by MSSB Morgar Stimey and Citigioup - 0919
Binghem.cat A/T3028080.43
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contact Laurie Césveny of Bingham McCutchen LLP at (617) 9518527,
“Mischa Travets of Davis Polk & Wardwell at.(650)752-2014 or the undersigned at. the :
above phone nunmber to-discuss.any questions ot comments to this letter: '

Sineerely yours,

eer Mschelie v 3
Anng Seonev

Lanny Schwartz (Da Poik & Wardwell)
Mssc, a Travers {Davis Polk & Wardwell)

Confidenifat Treatmen

t Requssted by MSSB, Morgan Stanfey and Citigroup - 0020
5\1‘73 R8280; 13




