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Bingham McCutchen LLP
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Re Morgan Stanley Smith Barney LLC Public

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

Youthave askedthe Division of Corpuration Financefor 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 13d 13g and

16a 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 13d Section 13g and

Section 16a reporting if from Legal Day One through the applicable Relief Period

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

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
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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 13f of the Exchange Act

and under Exchange Act Rule lOa-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

131 of the Exchange Act and Rule lOa-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 3F 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 200.8 1b Accordingly your letter and our response will not be made public until

the earlier of the Closing Date and 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

Sincerely

Thomas Kim Osterman

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
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contains crtain
requests

fbr inpçrayeJef on behalf of.Mogaii

Stanley Smith Bamey LLC and its tw ultimate parents Morgm StanleyMogtii aud together wth its iliate other than Holdm as defined

below MSSI3 and other direct and indwect subsidiaizs of Holdiitg the gg
$tanlev Parties and Citigroup Inc ttnzroup and together with its affihi4es other

than Holdings MSSB and other .dfrect and indirect suheidia .offlàldings the

Qjj uP.SpecificaUy the
pi psi of this Jotter ist reqpOst tht the Staff

the 4ft1 of the Thvsion of
Corporatipn Finance and the Dvision of hwestment

Managemetn of the Secuntier and Exchange Comnussion the 4Comrrnssion or the

fiithatthey would not othn1endto.th Comthission that ittde

enforcement action against MSSB thc Morgan Stanley Parties or the C.itlgroup Parties

und Section land.$eti len 16 ofihe Sectrt ties

1As.diseussedfurtheritowthe busfnessea.beingconnlbuted to ihe.Jointventures will

indertain.non4L affiliates which wilibe separatesubsidiariesef.Heldingsas

defined below For purposes of this diseusion MSSI3 will tnelud Holdings and cuch

affiliates notwitbstandrng the fact Thd such affiliates technically will be separate

subsidiaries of Holdings

ccntRequ by M55I3 .4gi StuSiky andCitigrup -COt
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and Rule Oa3T thereunder if MSSB the Morgan Stanley Parties and the

CItgroup Parties.temporarily report positionson the basi described below

prwide you ithitecóssaiybaek ndPartT of thi lttiprovides

summary of the parties tespeetive reportieg ibhgations tnd the rehef requested Part

provides an overview of the lbrmattoti and structure of MSSI3 Part 111 provides

discussion of the management and iicture of MSSB expected to be in place on the

closiig of the transaction Part IV provides temporanj proposal for monttormg and

reporting wider Sections 13 and 16 and on 1orm SF assuming the requested rehef from

the Staff is granted and summarize the Intentions for such monitoring and reporting

after the period for requested relief has passed Part provides rationale fot the

rqestedrclief

ewRqujndRportjn and Req uested Rtlid

RqdediseportugA of Legal Aiy Onc Absent Rdçf

As discussed more ftitly in this letter Morgan Stanley and Citigroup will initiafty

indirectly own 51% tind 49% respectively of MSSB and each will have certain board

rcpresentatioi and other nghts result each of Morgan Stanley andQtigroup
bekees that under Section 13 and Section 16 as of Legal Day One as defined below
and absent relief it wutd be requhectto either..aggregate securities benäflciali own e4by
it with securities beneficially owned by alt of MSSB or to unplemerit appropriate

information barriers tc allow it to disaggregate from MSSB fiw these pwposes nit

acoordance with the SLCs disaggregation guidance in its Release No 3439538 January

12 1998 including the useif information barriers the
Absent relief on Legal Day One MSSI3 wdd be required to separateLy report the

securities it benefleial1owns Also on Lega Day One absent relies either cach of

Morgati Stapley Citigroupt and MSS1 would be re uwedto report on Ptms 13F and SB

..

2Wenote.tjiat inmanv instances where MSSB miy baVeareporthgriiuü.nentitmiy
reportjomtly with one or more of its parents

iFach of Morgan Stanley and Citigroup currently flies one Form 13F and one Form SB
report for all qi its affiliated entities

c1i.Requcidby MSSi3.Morn Sta yandCitiroiip- 002
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positions with
respect to securities over wIuh tt respectively has xnvestlueut discretion

or In which it has reportable $iort position or engages in reportable short transaction

or iiMorgan Stany wouki be required to aggregat and report securdios over which it

ba nwestnieut dicretion or in which it has reportablc short position orages in

reportable short transaction with ail seeUritie over which MSS1 h45 investment

discretion or in which it ha reportable shpd positttui or engages in reportabk short

transaction Icitigonp would report pgy ftjveiwjhft ha
investment discretion or in which it has reportable short position or engages in

reportable short tiansactiqn..

edRe1if Legcd.IayOne 7b..ughthe App.abkReiiefPeiod
as defined below

The parties request rehef such tha tkrespeot to the gaauleyPatjzes
and the Citigroiip Parties inmi the cailier of the datcon which Morgan Staitley or

Citigroup as the case may be ea disaggregate itposition monitoring orrepOmug froni

or aggregate its position thonitoring and reportmg With MSSB in each case consitent

with the
reporting method described in Part below or September 30 2OO9 ancL

with respect to MSSI3 until the earlier ofl th date on wbch each of Morgan Stanley

and Cmgroup can disaggregate its position monitoring and reporting from MSSB or

Septuuber3O 2QO in each case such period is referred tons the applicable Ehf
jpffor such party for purposes of Section 13 and Section 16 reportmg

The Morg Stanley ParLn$ will aggregate and repi4tbe sectirthes they

benefieialiy owit oatsiieMSSB with the securities thatthey would be deemed to

beneficially own withrn theMS Chainej as dened below Mdinayeclude
the securthethat they wottid be demed to beneliciafly ovn wLthui the SB
Channel as defined beLow
The Citigroup Parties will ageate and

report the sceurides they beneficially

own outside M$SI with the securities that they would be deemed to beneficially

own within the SB Channel and mayexclude the securities that they would be

deemed to beneficially wn within the MS Channel and

MSSB will not .sepa tely repartseeurities benefichdly owned by it

The parties also request relief under which until th end the appheabk Relief Pórld
for purposes of Forms 13I and Sfl

The Morgan Stanley Parties will include the securities over whióh they have

investment discretion or in which they have areportable short poitzo engage

in reportable short sale with the securities over which the MS Channel has

Investment discretion or in which it has reportable short position or engages in

arepprtbie shoflsak and may chrde the securities over which the SB

May 29209
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channel has aweatment scretion or in wbih it has xntble short position

or engages ma reportable short aJe

The Citigroup Parties..will bidhdethe securitis over which they havc

investment discretion or inwinch they have rçportable short position or engage

reportablshort sak witirthe irt over which the SB Channel has

investment don or in which it has reportable short position or engages rn

areportable short sJe anttmay exelude the securities over which the MS
Channel has investment hscretion or in which it has reportable short position

or engages in rep ableslprtale and

MSSB Will mae flOtice flflngs tQ indicate 4at seurtheS over which tt has

investment discretion orhi which It has reportable short position nt engage hi

reportable shott sale are Included reports by the Morgn Stanley Parties and

tlCitigro4 Pàrtics

During the Citigroup Partie Relief Penod the securities held by the SB
Channel will be reported by the Citigroup Parties During such Relief Period the

Citigroup Parties will include legend on their Form l3F
reports and Form SH reports to

intheate that such reports include securities held by the SB Channel During the

Cttigroup Parties Post-Relief Period as defmed below the Citigroup Parties will nOt

report for either the SB Channel MSSB

During the Morgan tariley Parties lieferio4 the $eenrthes held the MS
Channel will be reported byteMorgan StanleyPartie During such Relief Period the

Morgan Stanley Partiesw11l include legend on Their Form 3F reports and form SR
reports to indicate thai such reports include securities held by the MS Channel

During the Morgan Stanley Parties Post-Relief Period the securities held by
MSSB may be reported by the Morgan Statihy Parties in which case the Morgan Stanley

Pamec will include legend on their Ponu UP reports and Form reports to indicate

that such reports include securities held by MSSB Under such circumstances MSSB
will subitih nOtice reports to state that MSS13s reportable securities are included on the

Morap Stanley Parie Porni 13leportsand term Sf reports as applicable

Aftrnatwely during the Morgan Stanley Partie Post-Relief Period the iecunties held

by MSSB may be reported by MSI1

Therefore no later than October 12009 the Citigroup Patties wifl not report

on clther.Frrn I3F wFcirm SB ariystUriticioyer which MSSB has investment

aiiMtUP
CdnflI 1reatm.in Requstd by MMSanhy n4Crtq JQ4
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discretion and either the Morgan Stanley Parties or MSSI3 will report on Form 13F
and Form Sil all securities over which MSSB has investment discretion4 ft is anticipated
that MSSB will be indluded as an other mluded manager on the Morgan Stanley Parties

Form 13F holdingi nports and Form SHenirtes reports ind MSB dl continue to

make notice fihags with
respect to both Form 13F and Forn SI-I at iome point during

calóndar year 20.1

Foulowrng the RehfFertoth

lollowingthe applicable parta Relief Period withsuch period as it re1s to the

uphcab1e patty rtned to as the PostRthef P4tbrptirpos of Section 13 and
Section Ii reporting

The .Mafgan Stanley Parties will óithór

bnefieially wn.outsideMSSB with all securilies bCflCfiC5ltY ownedbyMS$I
or implement appropriate mfrormation barriers to allow them to disaggregate

from MSSB for these purposes ifl dcordance with the Disaggregation Guldaneei

the Ciugroup Parties will implement appropriate mtormatwn barriers to allow
them to dsaggreiae frOm MSI3 in accordançiith the Disaggregatqi
Guidance ap4 aceerdmgty will

report nily those securnses$ey beneficially

own outside MSSI3 and

Where reqnred MSSI3 will separateiy rejort the secuntiei it beneficially owns
either irt standatone filing orajonit filing with the Morgan Stanley Parties

pursuahttoRuie i.3d-lk or 16ajasapplieabk

Wiihreett.Forins13F.and SHhbr

The Morgan Stanley Parties the
Citigroup Faiths and MSSR wift separately

report the securities over whieh they respectively have investment discretion or

has reportable shoi position or engage in reportable aliortiale or

The parties recognize that Form SH vas adopted pursuant to temporary rule set to

expire on August 12009 and expect to follow similar approach with respeetto an
succssor and/or form

.MOi.gin Stanley currently s. .disaggregat.frcrnMSS3 bu ethæiü for such

diIagg gaticm is uncertain

gb
tw isii istanit cugvup iii
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The Morgan.Stanley Parties w1l inc udeintheir reports thesecuritiesover which

they.hae investment discretion or in which they have reportabk.short position

or engage in reportable short sale and all securities OvCr whieh MSSB has

investment discretion or in which haa reportable short position engages in

reportable short sale and will include legend on the front page of such report

to ledicat havinformation regarding.MSSB is 1nidedwithinandthe

Citigroup Parties will report separately nly the sernrities over which they have

investment scretion aria which they haveareportable short position or engage
in reportable short sale

In the case of the socond of the two options abpve MSSB will make notice

filings to indicate that securities over which it has investment discretion or ni

which it has reportable short.itionOr cnages in areportable short sale are

in1uded in reports bY. the MoEgaiiStauleyPârties

During the partle applicable Relief Perioda and Post-Relief Ierid th securtttes held

by theSB nnelanrtthoMaC1nthnei

obligation by at least one of the Morgan Stanley Parties TheCiugroip Parties and MSSB

II Description efMSSB and the Transaeton Creatui MSSB

MSSB is Delaware limited liability company formed on ebmary 22009 All

rnenibershipüiterests in MSSB are.Owned.by Morgan Stanley Smith Barney Holdings

LLC Delaware limited iabilityenpany Ll1cngs

.Holdings.and.MSSB werefarmed.pm uantto.it1ontVentureConttibut3on and

Formation Agrenient dated of January 2t0 the
andSbetween Cp.anMorgan Stanley uixo bontiitution Agrrent and

ubject the completion of dtbutne Ithuted liability oontpany agreement to he

entered Into atthe closingnigroup and Morgan Stanley have agreed to contribute

ertalii assets and businessesto.MSSB.the Crttribr Busineses With cŁrtaiæ

exceptiona the Cingroup Contributed Businesses the SB ChanneP include Citigroups

retail brokerage and Mares business operating under the name Smith Barney in the

United States andAnstraliaand under the narneQui1ter inthe United Kingdom Ireland

and the ChaneI Islands With certain ewepbons the Morgan Stanley Contributed

Businesses the MQPILI and collectively with the SB Channcl the Channels
include Morgan Stanley Global Wealth Management business and ItS private wealth

numagemeat business on worldwide basis In the Urnted States the Citigroup

Cntnbtited Businessesare conducted prmcipally within Cftigroup Okibal Markts Inc

Citigroup subsidiary and the Morgan tanJey Contributed Businesses are

conducted within Morgan Stanley Co
Incorporated Morgan Statiley

subsidiary The primary buelnessof MSSI3 WiliberetAli bnikerage and private wealth

management Although MSSB through the MS Channel as defined milieparagraph

above will engage in limited amount ocSeetion eligible principal trading such

CoitidntiaL Trathwrn dbyMSSBrgi 01
M25250t3
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fading is expectnd tobe y.f.th1se Mfâciiitatingustineani.iiexpctód
to represent relatively small

portion of it overall activities The institutional businesses

ofMS andCQIvfl such as undórwriting advising on nlergers and acquisitkrns arid

rnstmitional and proprietaty trading and underritrng will remain in MS and CGMI and

are not being contribuied to MSSB

It is the intentioof Citigroup and Morgan Stanley.that following the cioalæg of

the transaction the Contributed Businesses currently conducted by COMI and MS in the

United States will be conducted by MSSB in substantially the same fashion with certain

lirntedniedificationa The.eloslngofthetransaction.is expected te occur aof May31
2009 the hsmnDatç and June 2O0 iUhe target first day of MSSB ptntions

MSRs bumess will be earned out by approximately 2OO0O
financial advisors in the Uruted States whose registrations will ttramferred to MSSB
For.Leal tayQne.dtie toth size and con dty..Oftheebiüed

tatsuds to make as few changes as possible to legacy orgamzational operational and

upervisoiy structures as they currently exist COMI and MS Most cigmflcantly for

certain period oftiinetheUS custOmers fhe Sf3 Chanjjej will contjn jy
transactions deaftdthrougb dhayC their customer cceuntsus todied nd.aiiad by
CGMI and eustomcrs of the MS Channçl will continne to have their transactions

cleared throuhand.havetheh customer accounts cnsto4it4 and carried by MS As
part

of this clearingfunctioi thóservlesto be provided by MS andCGMI will include

clearing and settling securities transaeuoink providing trade cofwmatuons and customer

statements and peongeimcashiermg functions custody ervuces and uelated

services miniber of ftoictions including regulatory compliance and sttpervisoty area
will be cordmated and ahgned and others will centralized pursuant to uutbrella

programs and pOheics that will overlay the legacy progrnus and polices of the ti
Channels Over tune and following the parties applicable Relief Periods it ii expected
thatthe two .Channei will beintegratedinto oneeperation and that ultimately MSSB
will become Mly self-c Iu and custody its own customer accounts

At the ctos of the transactipn through varuou subsidiaries Morgan Stanley will

own 51% of Holdings and Citigrotip w.iliovn49% of Holdings As uothd.abe the

dBusjt..O wil.in eccrtafæadditiouaI ou-l.alTiliatesifMan

The MS Channelemploys afull tii fixedin me itrading.business eollecive1y
the This1iik mains proprietary inventory for dlient.trade facilitation atid

for prOptetaryfadingppoe

hI UP
and Ci 5ipQO7



May 292009

Page

FOIA CONFlfMNTiAL TREATMENtkEQuFSTEI PUtSUANT TO 17 CFk2008l

Stailley4nd Cctigroup alt of whose holdings in SECregistered securities will need to be

taeæ into account fr monitoring and repórtingpurposes

Holdings will be managed abr4ofditectos.oisisting.offour Morgan
Stanley designees to Ci igroup.design .aOd the senior-most operating cxecutive.of

Eoldrngs subject to certain requirements 1oard decisions will be made or delegated to

Holdings management by niajonty vote provided that each of Morgan Stanley and

Citigniup will have vót rights with respect certain matters

Motgan anle will be provided with Qerlarn tall igbts exercisable ikwmg
the thMt fouttli and 111th anniversaries of the closing or upon change in iontrol of

Cttgroup which ultimately may give Morgan Stanley Thu cinitrotofl4oldings Citigroup
will be provided certain put rights exercisable upon change in control of Morgan
Stanley or under certain cIrcumstances following the sunh anniversary of the closing
Both Mi ganStànley.and Citigroup wifl...be.sutject tocertain rstóns.ot.transmers.of

interests in Holdings and on operating acqwnng or holding entitits that engage in certain

restricted businesses Each will have cmtomar registration tights from the earlier of an
IPO and tb sixth anniversary of dosing

Prior to and followingthe closing MSS8 will 4Mirk ttiiæterate the itifomiatión

technGiogy systems for both Channels Due to the massive scale of the joint

ventiire however creating an integrated IT sy$eni from the CQMt and MS leacy 11

bystems will require extensive changes tfttnulnple ystems covering range of business

uses and multiple client commulneanons ad for some time there will be both product

.datathsystein dissonanci

III. ManaEcment and Sfr ture of M$$B

Meagement of MSSl1 as ofLegöIThDnŁ

As of Legal Day One the MSB exeeutive..inanagemintteanijs.expected tebe
in place Most members of the MSSB executive management team wili be employed full

tune by andwiff provide all of their professional serwce MSSL lewetr in some
instances certain members of the team will have additional rcsponsthdrties at their

respeette legacy employers at least through the transition period James Gonnan the

Chairmanaiid.CEOof.MSS$ will coOtiÆüà.to.bea ecuWeofiorgan stu
Likewise certain tither members of MSSI managemra.wi1t ta.in

responsibilities at Morgan Stanley in administrative functions including operations If
human resources and legal However it is not urrenLly anticipatedihat any of these

people will involved in directing effecting or reconnnendmg transactions in securities

or voting secutmties on behalf of MSSB or its eutomers There wilt be other MSSB
people who may have ongoing responsibilities at Morgan Stanie and/or who will be

Af75t252$fl3
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involved in
directing the ving and investment.of.secuntiesatMssl3 Wweer in light

of the protections to be irnp1emened ee frformation Baners be1ow MSSB and

Morgan aneywiI1 Shifltbrmati0n about their respective ens erstradhig or

their proprietary tradrng except as necessary to tndicate the existeice of Inventory or to

facilitate an MSSB trade In adchtion in order to sausfy vanous EtnancaJ Indusfty

Regulatory Aighonty requuements arditig review and

markewg materials created Iy MSB them may be aitmited numfrerifemphyees of

the Caigroup and Morgan stanley aflftiated broker-dealers who will be duafly.registered
with MSSB for eertiin period Despite the ovcrlappmg responsibilities ofthese

individuals during the partiCs pplicabie Relief Periods based on the separate nature

of the twO Channels the two ClianneW independent processes 1rmaking voting and

IflVestifleflt deCIsionS as tesenbed further tlow and ui certain protections that

Morgan Stanley and Citigroup will implement as described further beIow voting and

investment cns.in thetw Channels will b.côiiaiónt withthe.proosa lfdr

monitorin nil reporting du gtheparties.applicabIe RciiefPeriodL

gration Efforszo .Daie-fl ArngentaidQther

As chscused further herein The mterat1on of the IT systensis very extensive

and difficult
undertaking That will take months to complete Likewise integrating the

two Channels cmployees facilities and ether systems will be thaflenggig Physical

space will beintegrated aftI4galDay On tilyakases CXpk dTh busiiiess

rationale favors combining facilities ysteins other than the IT systems will be

integrated only as necessai to appropriately account fgr MSSBs operations Executive

management of MSSI3 will share space in Westohester County New York it of Legal

Day One However generally employees will continue to work in The offices in which

they currently work and on The systems on which they currently work The integratron

process ill be gradual and will take 12-24 months to coreplete With few exceptions
taitil the end the Relief Periods tbr both palties the two Channels will continue to

operathidepehdently

C. tgqmeneiswnsfor MSSBThwing the gferiod

jp1ign wtb...Cban1

Within the M$Chann the method ology for voting au4investni cut decisiops.is

as foliows

For customer acounIs over which the MS Channel has diretwnary
awhoruy MS Channel representatives make independent nwestment

decisions for customer aceounover which they bwe been granted

discrenonaty authority by the eustofnet These 6ecistons are made

independently by the representatives theniselves and are not coordinated

aniong the repi $fvó MS Channelrepresentatives do not nke

Coiftdniai mRqstdbv MSSB Mgu StMiend.Citi.-t109
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voting decisions with respect to disóretiOnaiy cutomeraccornts

Rather the MS Channel transfrrs discretionary otmg authority to third-

party proxy advisory firms RskMeirics winch vote the $ecurittes

Tn rsreinstancesanMS

Channel voting comirnttee may ovemde the proxy advisoiy thin voting

recommendation or make the voting decision when th proxy advisory

tirmhas no niniendation This.same.proces pUesto nn
discretionary customer accounts where the customer requests that the MS
Chamie as client service matter vote proxies on behalf of the

customer

For MS Jxomzel thzrdpary rncmaged tccoirnf programs The MS
Channel ltotgmnteddscrctionayanthority over third-paily managed

accunithithreapct to investtnent4ee .iionsovothi Rather

MS Channel customers grant voting and inveStment discretion to The

third-party manager of theaccoun ecordmgy the Uifrd-party manager

makes voting and investment decisions for the customers in these

managed accounts

Within.the SB Channel the methôdobgy fot voting arid investntentdecisions issimilar

For CrLIolner accimj over wine the SB Chnnnel ha dzscreIzonar

authoWj TheSBChànnØl hÆ unel who dCv1iseótór Ælicatioi

targets which are then shared with mdividuat financial advisors or are

incorporated into iivestment advisory accounts Par mast dIcretioniuy

accounts the financial advisors make rnvcsinuent decisions guided by the

tecommcndattons of Cutigroup research For investment advisory

programs which include asset allcatron features the financial advisors

asust clients in choosing an asset allocation model which is comprised of

mutual funds.excbange-traded funds .orseparately.maeaged
accounts managed by third party manager In some eases the

flnimial advisors ma choose such mutual hinds ETFs or separatcy

mnanagedaccounts T.S13..Channel generally makes voting decisions

fr customers according to the recommendations of thirclparty proxy

advisory finns RmskMàtncs In relatively snail number of cases

wheresueinhnyenfiictsor otherwise arc unable toprovdc

reeonunendatlons v4 g..dei ions.areinadeby committeeof

empldyeesotthóSBChannel

Ior SnithBanrey thfrU paflimaiiagd account programs The SB
Channel .dekgat the discretiOnary airthority that it is granted by the

C1ni qtMsSrgan Sta cy Ciigu -O
73O82$ii3
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custOn1ós to .tlurd itmitagers who make vàting and invetinent

d.isjoi fr.theustothctslnthesernaged.accoimts

As is 1ent the two Channels have their own separate processes for making
voting and hivesuneiitdeclats ai4 where their owtrrepresentathes.are actually

exercising discretionary authority these decisions arebased on independent factors

These
processes will genera1l stay in place throngb the parties applicable lehet Periods

and combined with th other facts set foith in this letter minimize concerns regardmg

the sharing ofjntonnatonand.coordjMj invetitient and votingdecisions While

employees of each Channel at the senior levels my interact from time to time
invIstt4.othzgdeeiMon.not mitdó and would not be coordinated at thisievei

Thfriation Bant

Qrnrnencingat Legal.Day One MSSB.rgan Stanley and Citigroup Will

maintain information bai riers to protect their respeetwe customers trading information

MorganStatiley and Citigroup will iiot share infonnation abou .thefr.cthtoriers trading

with MSSB nor will they share with MSSI3 information about their propnetaiy trading

except as neessaty to indicate the existence of inventory or to facilitate an MSSB
trade MSSB will not share mfomiatton with Morgan Stanley or Citigroup about its

trading except as neeesarytoexec.utea.ttade through MS Or CGML Morgan Stanley

and Citigroup will not share tnfotmiition about their pending investment banking or

mergers and acquittions transactions wztlji MSB except tn the extent MSBis
partkipatmg with one or both finns in dstotution fsectirities ot as necessary to

enforce stattitoty tradtitgrestnctions sucltasthe tender offer rides Although

MSSI3 will not niarntau.i fomial information barriers between the MS Channel and the 513

Channel we note that during the parties applicable Relief Periods registered

represeiitatives intheS13ChannÆl will not have computer systenia..aeeessto.eustomer

positions and trading information in the MS Channel and registered representatives in

the MS Channel wftfl not have computer systema access to customer positions and trading

information in the 513 Channel During the parties applicable lehef Periods customer

trade.inthe.MSCbannelwi1lb1earetThrongh.and.enstodiea..atMs and custoiner

trades the SB Channel will becleared thrnuh and custodiotLatCOMi Ma restdt

Morgatt Stanley and Citigmup bthe that it is wiltkety that registered representatives

and customers in the two separate Channels will have any practical abtht3tb coordinate

tradingf..seeurities

In addition to the information barriers described above for variety oflegal and

compliance reasois Citigroup will implement information burners between it and MSSR
on Legal Day One designed to permit the positions and activities of MSSB and Citigroup

not to be attributed to one another for the purposes of Sections 13 and and Rule 14e-S

in accordance with the Dsaggregation Guidance However even though Citigroup will

have these hiforinati barriers in place onLegal Day One because Chigroup will not

LU
an4i igup OQIL
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have.completed its ITintegtatión efforts it will not.bein.a pitiontofilebeneficI1

ownership and similar reports on Legal Day One that disaggregateMSSB

IV Temporary Proposal for Legal DÆy.OlltforMonothiifldlepgitin2

IioIdus.itSECReitŁrcd Securities Under Seetitmst3 and lliaid.àn

FormSfl and Inten ions Thr Such MonitorinE and Reportiai Fur the Post

Relief Periods

mpasai for 1irnporaiy Relief

During the ppheabIe Ihef Period the Morgan Stanley Parties and the

Qttgroiip Parties as applicable will continue therrespeotwe currentpost1on momtonn
ind rportinghtoludin of1eneficiaI ownership and of seeuritiesoyer which they have

investment discretion policies procedures and pniccices Bath of the Morgan Stanley

Parties and the Citigrgup Parties will aggregate th securities managed and/or

.henfWafly.owned by theportio of MSSJ3 that Was contributed byueh.prty That is

the Morgan Stanley Parties ill include in their monltonng and reporting the MS
Channel and the Citigroup Parties will include in their monitoring and reporting the SB

ChanneL TbeMS Channei.iscurrently.monitored and reported on anaggreated basis

witliMS and theS13 Channelis urrertly monitorOdand on.an.gatedbasi5
with Crtigroup. There are dedicated groups for each parent charged with monitonng avid

reportugitspositions and theseguups will continue to do such moukormg and report1n
for each parent siespecttve Channel during auth partys itpplicaWe Relief Period

Dining the parties applicable
Relief Petiod MSSB will not report separately any

securities bedeflcia1ciwned by it

jn.the.eventtijJ the Morgan Stanley Parties crib Cltigroup Partieare

required to file any reports during their applicable Relief Period On Schedule 131 or

Schedule 130 or nuder Seetton 16 theretevant Parties wilt add ftolnote disclosure

discIosm their relationship with MSB In addifto duruitheir applicable Relief

Priod5 once either the Morgpn Stanley Parties ortheCitiroup Parties determine that

reportable threshold has been exceeded by such parties and their respective Chawidl such

parties will include in such footnote disclosure the portion ofthc holdings that is

atributhIe.t .58 wayof Wthe Citigvoup 1arxies.wore to file

We note that while this rnformaign can be determined manually by each party with

respect to an indivtdual security for which reporting threshold has been exceeded and

filing isbeing made neither party currently has the.abiltiy to..inonitor bit an otgiiitg and

Footnote Continued on Next Page

5hgi ctci up carnnt and caigrnp 12
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Schedule 133 to report the hnetkiai ownership.of security which On an aggrcgted

basis with the S13 Channel exceeds reportable thresholds they would include footnote

disclosure indicating that Cgrcup owns 49% of MSSB and haL the portion of the

Security beneficially owned by MSSBiSseities

Witfrre to s1PndSi tbcssniltYthiiteaehoft41
Morgan Stanley artie an the ltigroup Parties wdl continue their repectiye reporling

with respectteritleocvhlehtbey.hae invest entdisctetion or inWhichThày
have reportable short position or have engaged in reportable short sale and

accordingly will aggregate with and include in their reports the securities and

transactions in their respcetwe Channel The partte will inetude legends in such reports

cOnsistent with thOsedescribed in Part LB above

fl fJjfr

Givci their differeitt IT systenis and respectivelevØls of wnetship inMSSB
Morgan Stanley and Citigroup have different timetables for resolving their respective ITt

challenges in order to be in position to aggregate with MSB and eventually

dtsaggregnte MSSB in dancewrth the Thsaggregation Owdanec Morgan Stanhy
may be able to ompletely aggregate its position monitoring and

reporting system with

MSSB on Legal Day One but inany event expects to be able to do so io later than

September 303 2009 and will disaggregate MSSB in accordmce with the Disaggregation

Guidance at some pOint to be detenniæed after that date Citigroup expects to be able to

completely aggregate and disagjreate accordance with the Disaggregatioa Guidance
its position monitoring and re iji ysttn frMSSB by September 3O 20

Footnnte.contUuedfrornprerjous Page

daily basis the securities held by the portion of MSSB egniributed by tie other party in

order to.detenninewhcther po in9thràliold.ias nreaehed ui.an aggrgated
basis SeeIT Cia1kigstnPrit.V.bºIow

The parties recognizethat FOrttSWwa.adoptcd pursuant..tO ateinporary rule.set tO

expire on August 2009 and epeet to follow similar approach with reipect to any

successo nile andior form

9With respect to this anticipatdtiniin Morgan Stanley is currçitiyreeeiving adaiiy e$t

feed from it1group wiuch
reports posttIons at securities within the 58 ChanneL Morgan

Stanley is in the process of adapting itS IT systems to read tins feed and to aggregate the

Footnote Continueaou Next .Page

4SSBMoganStanIey ndCiigr Oei3
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Mcordingty.tees.reqfthatthe Staff grantteniporary reliefto alloW each the

Morgan Stanley Parties the Cthgroqp Parties and MSSI3 to report positions on the basis

described alxwe Proposal fqr 7nporaiy Rlfdunng the apphcabb RehefPenod

Either Morgan Stanley tr Citigrotip may be in position to begin retorting in baus

which no longer requires relief earlier than the ther party in this ease the party that is

able begin reporting without relief earlier will inform the Stafr in wrttrng accorthngly

Srni1ar1ywhcnehliiisdigregatingMSSftior4ance With the

Disaggregatton Gwdanee hieh may be before or after the other patty it will inform the

Staff in writing accordingly

mt rim for me FoüRŁ1if Perióth

Foflowing the integration of the MSSB data into the Morgan Stanley and

Citigroup tTaystems theparues will hae the ability tG comp1ywith Sections 13 and 16

and Ru1e IOa.3T and tnonitor an4 report their respective ownership positions

indepeudenty The pavtics epeettlus will occur no later than September 3O 2O9 Each

party would pit described inPa l.C.aboveunderPIkwgthŁ Relief Perioth

cclt
accordance with the Dasaggregation Guidance for purposes of monitoring and reporting

interests At future date be determined Morgan Stanley expects dtsagregatc

MSSB in accordance withThe Disaggrogatióai Ci dai purposes of thónitoring.and

reporting interests These 1rutures wall ensure that MB as operating as separate

entity from an investment perspetave and amaking independent uwement voting

dtspoitonandotheriwnershtpdecions .Atthe time these rteati bathers

policies and procedures are fntly mpleanented the IT capabJilty dteiost such that

accurate Øi.i.ingan deportang nbepoiti
Iationale for eouested Relief

FoOtnote órdinued from Previous Pagej

position inlbrmÆtiódIth its own positbn.hiformation amdthat of the MS Cbannel

Cthgroup is similarly receiving test feed from Morgan Stanley which will enable it to

report pgttioas in secur1tes within the MS ChanneL The imnpof these feeda

as in progress and will be completed by the end ofthe partiesapp1icable Relief Periods

atwhachnmethe positions within the tw ChannetsfMSSl3 will also be able to be

lorn an

.Eti1MssMrg tnky ardCitigup 0tU4
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We believe th foflow ga ments.support th qustfor.r1ief

B1k .CyRatht7ijx1TradJng

Becaise.Citigroup.ianot contribt$ing prnipal.trading.husinessto.MSSBand

Morgan Stanley is cotnributmg just small principal trading busrness the primary
business of MS$B will be retiul brokerage and prtvate wealth management and the

majority of
positions are in customer accounts the mrxly of wlneh are non

discretionary Although MSSB will engage In limited amount of principal trading

opccted to be for the purpose of thethtatmg customers such trading expected to

represent relatively small portion oflts overall activitIes As results Morgan Stanie
and Citigroup etpeet that on its own MSB will rare1y ifver teaeh reportable

threshc4ds of 0æerhIp at the early cf the business

If the requested rehef is granted each of Morg4n Stanley and Cittgrop will

continue to aggregate iind include secunties managed and/or beneficially ovined its

respective Channel with securities it managesand/r beæiiiilly óvis Accordingly

even though the proposed structure may in part be inconsistent with the strict

requirements Section 113 and Section l6 theproposat satisfies the regulatory rationale

behind these .reqtirements The proposat will aporarily fulfill the regulatory olljectives

forccutate infonnatioiiinthe marketplace to the extent applicable thresholth
nitty be

xce.ded

PurthPuik oiyO/ejvet

Abeæt the .rehef po sibleth$tThe to will notbe abie.to

close until the IT systems are developed to penmi aggregation and as applicable

disaggregattoa of information required to be disclosed However the importance of the

swift and successful completion of the joint venture in the current market environment

cannot be underestimated We believe that the monitoring and reportingthallenges faced

by the proposed Joint venture are unique and possibly unprecedented We also believe

that given the reasonable alltethative rPOth proposal conlaind ihthial 14U the

balance of public interest weighs in Jwor of granting the lunited and temporary requested

relief witbut wi .Th lsing.oflth nvouldhave to be delayed

Am035%8O13
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Fstheurrent financiJ crisis creatcs.a special need for urgncy to cIosetb

joint vu ltnre transact ti The tratisactionwill provide certÆinty.at.thhe1tinvostor

COtiflisiG ifeand fijtj.I Customers of.thetwO firms soti1deprovided

assurance of the futurc structure of their securities firm when many are struggling with

fundarneætÆt questionsof whqm they can trust withheir finances and turn to advice

Seiond the joint venture structure prnpOs by Citigroup and Morgan Stanley is

unustial Most tranacttqns involving changes of owrtershp of broker dealer are simple

acqu1sit1ons not reqnrig the merger of tw retail operatins with ongoing rangements
with two legacy tirrns These ongoing amingnients with the ieacy firms eteate special

eompltcattons in compyh with Sectiens 13 and 16 and Rule I03T and others 1or

which we are seeking seperate relicO Moreover the haring of legacy finn ownership

data that ierequwe4 tpetf1rnn this aggregation nues significant ongtnng busmeas

concerns fr the legacy finns businesses that are not contributed to MSSB paticu1ary

fr Citigroup which does nOt have management control over MSSB Not only do these

unique monitoring and reporting challenges not irise in most transactions as discussed

further in the next paragraph they also are more ehaflengrng in this transaction than the

issues more commonly raled

is iniusuatly lgetouchinginoithan 10

miliinustomet accounts and creating technolog ealthaUenes of immense scope EOr

MSSB Morgan Stanley and Cingtoup to respond to the resulting thsclosute challenges

they must make extensive changes to multiple cystems covering range of inomtoring

and business uses Cnven their scale temporary manual fixes to a4dres these problems

are not practicable andwouid notresultin accurate infbrinntionbeingeonsistetiy

provided in timelymanner to the public The scapi of theses stems changes is perhaps

unprecedented fcr tcombioatkinof retail operations

Pourth desprteIthe challenges posed by thesopo of thee$rems
changes MSSB Morgan Stanley and Citigroup are committed to unptementmg the

changes inatiinely and coniprekensivenumner Therethrq the requested relief is to last

only br the relapci siort uitirim perttxi until snch implementation is complete so that

ustmersaidtheiºtmay ralhebetofceiithyproviddblosingihe

See SRCNo-A olion Leuer rMajesys GoverninenC EvchangeActSe ion /3d
Reporting dated Dcember 10 2008 which was granted in part based on the United

Kingdms governments sponse to the international financial crisis

Cótkfmi4TrcaantRcquane4t
A/73028280J3
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t1cfr 5$ pssible Therequestód relief Wilt allow the parties to closó the

transaction more quickly and is appopnate and rn the public mteret given the uirrent

finaneal market turmoiL

inviwofthwesuai structii fthejohitntureaiisaction tsedeoftbe

joint ventnre the ffiasstve resulting sys1ein hangci 1l urgent need to provide certamty

to customers and the tunnçnl in the financial markcts believe that it should be

possible for the Staff to provide relief this situation without creating precedant that

maybe used by others where the exigent ercwnstances preacut here do not exist

Moreover we believe that the provision of relief this circumstance wilt benefit

investors and the public and will not be eontraiy to the Commissions investor protec1oii

mandate

Eab of Morgan Stanley and Citigroup is subject to disclosure of interest regimes

globally with each having its own reqtiireinentsand standards for global meiutormg and

reporting rdgy monitoring and reporting on gidhal evl wilt require an iT

system.1liatwilt woietTectiveIy on ag1obalhasis and implitnentingthis system will

take time

IT al/eiges

Eretn practical tandpbint.ittnaybe difficUlt fbrMorgan Stanley .aæd.Citiroup

to resolve the IT integration ehailenges pnor to or unniedrately alter closing the

transaction such that they and MSSB may effcttvely monitor and report many way on

Legal Day One other than what is proposed As note1 above there ill be signifleant

wtk invOlved in nterarmg the MSSB data into two coxnpames iT systems and gi the

nieantune threwttl be substantial product datemd system dissotance That std the

two fkms are makmg4iliguit efforts and have prqect teams in place to ahtevefficletit

IT integration as soon as practicable to be abieto complywith dosureregulations and

maintain the confidantiality of sensitive oersbip data without needmgto intplement

onerous manual sotutius To date each of MS and Citigroup have exchanged data feeds

of their reporting positions that will becontribifte tO MSSI3 OULCgal Day One.and the

parties arC working with thee feeds as described in Note abave However.the parties

expect the integration issues for the IT systems that are relevant to position reporting to

be Tesorived gradually over few months with goal of complete integration by

September30 2009 Each of the two firms has project plan
with clearly defined 11

milestones and goals and winch sets ut the stcpa that have been taken and the steps that

renIitoiitoward iatateu
TO he.exiout that the IT systemsarenot integrated as necessary o.icflitate

compliancebyLegal OyQne manual workarounds would be thCOnly possIble

nrniiiiaUenqicy
0252511 13
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rothsôhition abset.lif Hbwever the.unpiØedentedscak 0.MS.Sl3brokeiagÆ

operations tuakes suelt manual workaroun in practical and any form of manual

workareund in two very large oganzatmns raises sgmfloant conic regardmg th

reliability Qf data and the rstitting eoneiusions and reporting In addition prearmg and

inplementhig these manual workarounds would require significant IT work and would

ultimathly distract and delay the ffrms
respective IT groups ai welt as then compliance

personnel from their prunaiy goal aliT mtegratioii and strict compliance with the rules

Thefavlig are same of tLie..fl issies thatniustbc resolved before the

successful integration of the MSSB data into the Morgan Stan1y uid Cmgroup IT

for mOtiutorinZ.thdisŁ1osures.purpOse

Sec ities 1dentiflcatiofluCs $jj5.flQ
common rnternartnnal seenrity identifier This is partreularLy the case for

structured products and derivatives where the hnkag between the

ivgtivean4an unrkilying listed security may d.to be manually

established to ensure thgtafitins aggregate .pesition data isacctirate

Morgan Stanley and Citigroup use different methods of identifymg these

securities in their respective databases As result there wilt be

discrepancies if the position data is integrated prematurely To rsoIve

this.issue ii translation tabk nuisthecrea ted to lioiinate the

discrepancies before the Contributed i3usinesses position data may be

combined The process 01 creating suh table and mapping the relevant

data from Citigroups systems to Morgan Stanleys itrtd vkeera will

bià-coitsuuithtganddifftcilr

ata Model Differenees Morgan Stanley and Citigroup use different

data Odels and ultimate.capturethóir position data differently

Morgan Stanley and Citigroup are working together to find common

data model in or4er to process
the

positions together Each IT system

coftecbdifferentinforrnation.about customer ac nuitaand everi where

they collect the same infonuation they maydo so differently

complicating eflbns to determine which data should be included

reports an$ .howit.should be caictthitecl.pathcularly forpin.osesof

poputigSchedulesl3D10Form 13F and.FortttSH

Jgistc TrattjngtheTha Due tà.the scnitMty f.the4ata

Morgan Stanley and Citigroup must agree on secure way to tranfct and

warehouse crossfirm inforinatnin to ensure that confidential jnfbnnatzoit

is not disclosed Although Morgan Stanley and Citigroup have4iftŁrcnt

tools availableto do this they must agree upon standard

linpknted on bothsideain order begi utomatedt missions in

C0ifLkiTT men yMSS1iWm eaidgnp
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secure manner Ths effort can takeS tuue one of the padies needs to

acquireandinstafl ewtols in order supporttbese requirements

As neted abovc the parties eipect thes adoustT.htegration .isuCst he resofrl

gradually Oert few months with.Æ göalofcon1etointegration by September 30 20O9

TnporarySo1utüm

Finally and most notably th rppisal.frr Legal Day One ilyakqorasy
solution pfopoaed in the intetest ofpo tmaitet tmnsparency under difTkuk

weumstances not permatient and merely meant to bridge the reporting gap until

the inteatiori assuet for the IT systems that are reIeant to poation repothn are

resolved With respect tothe Morgan StanIy Parties this may he by Legal Day One but

could extend until september30 itt and with respect to the Citigroup Paxtie and

MSSB this is expected to be by September 30 009 Each of the Morgan Stanley

Parties the Catigroup Parties and MS8B will motutor and report in compliance with the

rules as wtittcn as soon as such pdrty has the independent capability to dn so or shortly

tbereathr As noted above either Morgan Stanley or Citagroup may be in position to

begin reporting on basis which does not reqilinr
relief earlier than the other and earlier

than MSSB in this case the party that is able to begin reporting atbout relief earlier will

inform the Staff in writing aeordangl In addition when MSSB begins reporting on

separate basil it will Jsieform the Sta1æ it aceerdingly

YL Conclusion

In conclusion MSSI3 the Morgan Stanley Partrei and the Citigroup Parties

request thatthc.Staflof the Dlvi onofCorpotan on Finance.andthe.Diviak of

Investment Management confirm that they would not recommend to the Commission that

at take enforcement action agiunl MSSB the Morgan Stanley Parties or the Citigroup

Parties under Section 13 and Section 16 and Rule 0a-3T it they tempraraly report

positloas on the basis described above

VU Cüniidential Treatment R1UCSt

As of the date of this letter the parties have not pbhcly disclosed certain

information contained herein including their expectations regarding ihe closing date of

the transaction Piblic avathabtirty of this information ou1d havC adverse consequences

the pattle Fnrexampte an unexpecteddelay in theclos ngeeu dbehiteapreted by

market
participants as an indication that there are material diflicuuties with the joint

venture when none mu fact exist Accordingly notice of tins letter is also being sent to

the Office of Freedom of lnformann and Privacy AetOperations of the Commission

and we respectfully request that the Commissionaccord cOnfidential treatment to tha

request andanyiit response fronthe Stiff thereto pmuisuiauut to 17 C.FA 2Q08

aP
tdeauaI itbMSB Morgan Suny ndCugroup LQI9

A/I 3ô25soti



May 29 2309

Pagó 20

FOJA CO$PIDENtIAL TREATMI3NT REQUESTED PURSUANt Tb 17 CLR200$1

until the earlier ofi theClosingDateandii the datothat is120 dqifromaeclaof
the Stats rcspgnseto thiSiettor

Please contaetLaurie Cerveny otBinghami%4cCutchenLLP at 61 795.14527
Mischa Traveri of Davis Polk Wardwell at650752-2014 or the undersIgnetatthe

abcwepboneStnbeitcfiscuss.any questions or commaS to this letter

Sincerely yours

ii2
Jthn1t
cc MicbelleOroschakofftlorgaa.Stanley

Anne Cooney Morgan Stanley

Rose-Anne Richter Morgan Stanley

Dennine Ballard Morgan Stanley

JoyKramerMorgaü Stanley

Michelle Wilke Morgan Stanley

NeahsullivanBingham .MeCtnchen LI
AmtKtollinMCuteheü ELI
Hardy Calleolt Bmgham MeCutchen LLP
auqieCçnepy Biagham MeCutOhen LLI
KyttIkdak cgroiptne
All Karsh an Citigtt4p htej

Lanny Schwartz DavtsPolk Wardwell
iseha Travers Davis Polk VQ ell

CoSidSaYfleauu nt qjWbySM 4CIiIgçcçç OS
5nIt McCittM up zV7302825033


