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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;

o 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

e 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.

/W ' Sincerely,
Thomas J. Kim Egﬁgsmmaﬂ
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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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT.TO.17 C.F.R. 200.81

;oim umhﬁcaéer@bmgham com.

@

ind Exchange Commission
Washington, DC 20549 |

Morgan Stanley Smith Barney - Request for No-Action Position -

Re:
Section 13.and: Section 16 and Rule. wa-&’!’
Ladies and Gentlenien:

-u'néer Sechm _H:and Sectmn 16 of: t}xe Secunhesf Excimmgg&ct of 1934 v{the “Bxchaggg

1 As d&scuss@& further below, the businesses being contributed to the joint ventures will.

i 06 : filiate hich will be separate. subsxd:anes of Hoidmgs (as
definied below). For purposes of this:discussion, “MSSB” will include Holdings and such
affiliates notwithstanding the fact that such affiliates: teehmcaﬂy will be separate

subsidiaries of Hoidmgs
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~Aet”) and Rule. 102:3T ﬁ;ereunécr, i MSSB, the Morgan S&aﬂiey Pames and: tha
Citsgmup Parties: zemporarxly report posmo,_ on the basis described beie:m S

uf Smnﬂﬁfﬁ[es one Form 13F and one Form SH
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FOTA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17CER 20081

¢ The Morgan Stanley Parties will include in their reports the securities over wh xch
:they imve mszesim:em disere‘tmn or m wh;ch thay haye, a repartahte short position
' : ver which MSSE has

’fo mdmamﬂxar nformat ga
Gmgmup Pamas will: 't :
i i th __y._hava a: regortabh short pgsstwn or engage

' \ee& MSSB will. make notice;

Busmesses (ﬁte MS ¢ 1:, jn_el and céiiect;wéty' mthethe SB Channei the “gkame_
mc‘lud& Morgm Stmﬂey 'sG

abﬁwe} will engage ina Iimﬁeé amount af Swmn 13 e:hgtb}e prmctpaf tradmg, such

Comﬁémmi Treatment Requesied by MSSI; Morgan. Stanlel and Citigééup - 006
AFT3028280 13
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itre
suqh as undemrmng, advnsmg on, mergerts ami acqwsmons; and _
tmmmtﬁnai and proprietary trading and undefwriting, will remaiti in M8 and CGME and
arenot being conmmged o MSSB.

N ,‘f“s the: Wﬁﬁ of Citfgl%ﬁ. and M@rgan Swnleytthat, falmmg the: eiasmg ef

will become fully: éeif-cieérmg ané custody and cérry its own customer: accormts

_ At the close nf t:he transacmn, ﬁzrmxgh vameus subs:&:arxesg Mmrgan S 'Iey will

ﬁcmmi}umd B

%The MS Channel employs a full time fixed income (“EI”) trading business (coltectweiy
the “l;i)esk"} “This Desk n nfams proprietary inventory for client trade facilitation anid
for proprietary trading purposes.-

Gonfidential Tremment Requested by MSSE, Moraan Stanfey and Citigroup 007

AT3028280.13
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 C.F.R200:81

‘Holdings will bemanaged:by a hoard of.d;recmrs consistmg of-f'emr Mm*gan
Staaiey dmxgnces, twg Cxu

x>

" mal y maje 'tv \'mvté;‘ p@f ! edthat cach c;f Murgan Stzmiev and
Cmgraup will have vew ngiztsngﬁ espect to certain matters.

restr#ctvd bﬂémess&s Eacb WIII ixa\,. U smmary mgxsﬁ*éhan nghts from the eurliﬁz‘ if)f an
{PO and the sixth anniversa yof ciogmg ,

Prior to and: fcxiiawmg the clo f 12,

MSSB will wark 1 mtegrate ihe mfonnatmn

uses arit muitspia cf;em: cmnmumczat:ms,
data and system dissonance..

- Asof Legal Day One, the MSS& exeglmve mamgemam 'team is expec:ted to he
mt lace; M@s embers of. theMSS‘B*" ; ) :

Confidential Treas

iment Requested by MSSB Morem Stanley and Citigroup - 008
AFTI02828005
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involved in directing the voting and investment of securities at MSSB. However, in li
of the pmtectmns to be nnplamettted (See Infm maf_zan Emzerx belew) MS§ and

s, based t:m{ the: s&pamm namre
- 's; it) the’ ,ameis mdependem processes: for. maicmg vatmg ami,
' "( desc:nbed ﬁxﬁher bﬁk}w} and.{m) ce:%aa :pmt&m |

.. & )
;mvasimsm desisions in the twoﬁhazme}s will b consistent with t.he proposal far
‘monitoring and reporting during the parties” applicable Relief Periods:

B.  Jmegration Efforis to' Date = IT, Management and Qther

aopemwmd’j j""ndenﬁy SR
€. Voting and vestment Decisons,

-as’f{ol,iows,
. Far customer dccounts over wizzciz the? MS Channet has discretionary
: ke i d_e_pendem investment

Blaghem McCulshes 1P - Confidential Trestenens Requested by MSSB, Morgan Stanley and Citigroup - 109
hingham con AITA028IB0 15
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT 1017 CF.R200. 8}

voimg decxszons w:th res;;ect to discretionary customer accounts.
¢ ‘[sf"ers dtscreﬂonary voting authority to third-
i Wmch vete the seuurmﬁs _

Qhannei asa chentaserv;ce matﬁer vote pmxxes on behaif of tfw
customer. |

. For MS C hannei tl: ird ariy mz;mged accmm{ programs* 'I‘hc MS

'maﬁaged aoccunts

empiayaes of ﬁw SB Channe§

o ForSmith Barney third-party managed aécount programs; The SB
Channel delegates the discretionaty.authority thatiit is granted by the

Singham Mclutchen (1P Confidential Treatment Requested by MSSB; Morgan Stanley and Citigroap - 0010
&é’ﬁgiﬁm.ﬁnm mngg 13
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Binghaddsin

‘These processes-will ‘generaity stayin place through the pames appizeabie Relief Periods.
-and, combiy , . '

.mmpilance reasonsy . txgmnp

desi ‘per ' :
ot 10 be aﬁrxbumd to:one-another for. zhe purposes of Sectiens 13 and 16 and Rule 14e-5
inaccordance with the: Bwaggregaaon Guidance; However, even though Citigroup will
‘have these information iaamexs in place on Legal Day One, because. Citigroup will not

May 29, 2009
Page 11

customers o third-party managers; who inake voting and investment:
decisions for the customers in these managed accounts,

ident, ﬁxe two Channels hiave their own separate processes for m&kmg
voting &mi mvesﬁmem ‘decisions and, where their own representatives are actually’
exercising discretionary authority, these decisions are based on independent factors.

e rtﬁ i:; this:letter, minimize c@ncems regardmg

D: 'Iﬁﬁ?ﬁz&?fi@kﬁ Barriers

Cemmancmgatbegﬁi Day One, MﬁSBf M@rgan Stanley: and Czt:gmnf.: w;il

'trédiﬁg of securities:

Inaddition to the information baztsefs dascsnbeci 3heve, fora vanety: of iegat ami

 Confidential Treatment Requested by MSSB, Morgan Stanley and Citigroup’s 0011
AP30IRIB0AT
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 C.FR 200:81

have completed its 1T mtegfaﬁeﬁ eﬁarts; itwill not be in 2 position tofile beneficial
ownership and similat reports on Legal Day One that disaggregate MSSB.

an ing i ; for whxch a rep@remg ehreshaié has been. exceede& and a
ﬁimg is. btmg maée; neither patty currently has the. abdxty to.miotiitor, of an ohgoing zmé

(Footnote Continued on Next Page.)

Blembam Meluichanl P Confideniini Treament Requested by M3SB; Morean Stanley and Cigrou: - 0012
Haghsm.son: AF302838043 I ' o
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completely agpregate and dlsaggregate (in ascordance with the Dis:
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: F OlA CONFIDENTIAL TREATMENT REQUESTED PURSUANTTO 17 C.F.R 200.81

Schedule 136G to report the bmf cial ownershtp ofa mmcy whwEr on an %gre@ted
e threshold, Tude foi

basxs wxﬂx the SB Channel exe

fransacti Ehelr res Vi :,hanncl The parties: will m@iaée k:gends in such. repm '
consistent with those described in Patt EB. above.

B. ReliefPeriods

Giventheir dszerent IT systems: aﬁd rﬁwpme ieveis éf_ ownershxp in M‘SSE 7
Morgan Stan ) ' 5 5o g theirt tive IT

d;saggzegat&

MSSB on Legai i}ay Otie, but int any event &
September 30, 2009, and will disaggregate MS
Guidance at some point to be determined after

4 ;éaze Cmgfmxpexpectsm
g4 mdance}

isaggrega
its position monitering and reporting system from MSSB by September 30, 2009,

(Footnote continued from Previous Page.)

5 The parnes mcogmz&that Fm"m SHwas adopted pursuant.to a tempotary rule set to
expire on August 1,2009 and expect-to-follow & similar approach with respect to any
suceessor rule and/or farm

(Footnote Continued:on Next Eagéé}_'

Confidential Treatment chucsmd By M‘Sﬁﬁ Morgm Stani@y and Citigroup - 4513
ATTI02828G.13
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 C.FR 200,81

Accordingly, the parties request that the Staff grant temporary relief to allow cach of the.
Morgan Stanley Parties, the Citigroup Partie d MSSB to report positions-on the basis
deseribed abave in Proposal for Temporary Relief éurmg ﬁ}f appkcabie: Relief Period,
EBither Morgan Si&niey or Citigroup may be in a position to begin reporting on-a basis.
which no longer requires relief earlier than the ather pacty; in this case, the party thatis
. able to begin reporting without relief earlier will inform the Staff in writing. aceordmg!y
S;mxiariy, when ert};er party bizgms é;gaggregamg MS&B in accordance wﬁh ﬂ}u

’%zaf% in wmmg accordmﬂ“lw
185 Intentions for the Post-Relief Periods

Following the integration of the MSSB: data ifto the Mergan St&aiéy aind
Citigroup 1T systems, the parties will hav%&hc 13 and 16
and Ruile 10a:37T and to monitor and i
independently. The parfies. expect { 08
party would report as described in- Part1.C. abeve under Ifal!(}wzizg the Rei:ef {’ermds

As-of September 30, 2009; Citigroup expécts to disaggregate MSSB.in
accordance with the Disaggregation: Guidance for purposes of monitoring and reporting
interests. At a future date to be determined, Morgan Stanley expects to &zsaggfegate e
MSSB in dccordanée with the. staggregatmn Guidance for purposes of monitoring and
reporting interests: These structures will ensure that MSSB is operafing as a separate
entity from an investment perspective; and is:making independent investment, voting,.
disposition and other ownership decisions. At the time these information barriers,
policies and procedures are filly impleniented, the 1T capability will exist such that
accurate and timely monitoring and reporting may be:done for MSSB's own: pesmons‘

V.

Rationale for Requested Relief
{Footnote continued ffom Previous Page.)

-'msiﬁim information with its own pﬁsiti{)n information and that of the MS Channel,
{tmgmup is szmtiariy recervmg a test feed from Morgan Smnfe& which will enable itto

aﬁwhtcb tiny ‘.&mpd'sé EER thm thes two: Channe ;éf MSSB» wiﬂ dlso: be ‘ﬁ}wm &e

combined from:an 1T pets?@&twe

Confidential Treatment Roguested by MSSB. Morgan Stanley and Citigtoup - 0014
ASTI028280.13
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’Margan Stmﬂey is: easﬁtribuimg ﬁwt a smail prmc;pat tradmg busmess, thei
' bﬁsmess of ] MSSB Wi ' th m;

: sw:ﬁ m}d W mmpietmn ef thejoint veumm in’ t%w currenfm&rket

May 29,2009
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO'17.CFR 20081

We believe the following arguments suppot the request for relief:

: behind these reqmremeaﬁ' he \mpnsai will fempararzly ﬁ;iﬁﬂ thie: rﬁguiaiory aingsetwes;
for accurate information in

1e-marketplace to the extent-applicable thresholdsmay be.

: 1mpmtame of the

mated. We believe that the monitoring and reporting ahailenges ficed.
mp@sed jamt mmre are mnque, aud pﬁsssbi nnprwaden’teé We aise Behew:

" Confidéntial Treatment ge@xesm’i by MSSB Morgan S%an!ay and Citigroup - 0015
AITI028280:43
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO. 17 CFER 200.81

First, the curreni ﬁn&ncsal crisis cmatcs a spema! need fer' urgem;y to clese ﬁfe

funéamentai quesuons of whom ﬁxéj# camrust with ¢ Eﬁn@ange;s,and_t_pm to foradyxce
Second, the j jam: venture stmoture praposeé by Ctt:graup and Morgan Stanley is
unusaa! M@st%:r lving changes of ownersh ;_23;1 Qf a,.b_mker ciealer are s;mple

10:3T (an& offiers for
of legacy f’mn ownership

fm}x t&émxt pamgm;ah t}rcy aise are miore chaiiengmg in thas transamm than the
issties more conimonly raised.

”thrd thesqai& of ﬁle ] th venture is unusuailiy }arge tout kmg miore than 10

unprecedented fora: sombmamn of. remﬂ operations.

Fourth, despite the significant ohaﬂeagﬁs p(}sed iw ﬁx@mpa of these systems
<changes, MSSB, Margan Stanley afi ' pleini

Kgp@rtmg, daze ‘ Déc:emésr 1 9, 2008; whtch was granted in pa:t, hased on, the t}mted
_ngemm 5. government’s response to the international financial crisis..

tal Treatment Reguested by MSSB, Morgan Stanley dnd ngmup sigte:
078280.13
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milestones an ,geats,m mm the steps that have bé
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO' 17 CER 20081

transaction 4s soon as possible. The: requested relief will allow the: pamcs toclosethe
tranisaction more-quickly and is appropriate and in the public interest given the current.
ﬁnancxai market turmoil..

_ kx vmw of the xmasm Structure of the _;omt wsrma‘e tfansac«tmn% the: ss;aie of ii;e

mve‘swrs aud thrs gabiié aud wﬂl m}t be conmy to the Commxss;o& s mvestér protecnm
imandate. .

€. Coordination.of G’faﬁafﬁegulatm Regimes

onths nplet .iétegtatzmby
f' irms has pmject p, ith-clearly defined IT -
and the: stepsthaz

To the exient that the IT systems are not integrated as necessary to facilitate

;wmpizame byhega;l 333}*'0,1153 manual workarounds would be the only possible

Lonfidensial Treaiment Requested by MSSB, Morgan Stanley and Citigroup-- 0017
‘Af?:;%&m i3
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FOIA CONFIDENTIAL T&EA’FMENYREQUESTBDP@RS@AN’? TOVTCF.R20081

‘in the: near term

‘The following.arg some of the I'T issuesthat must be resolved before the:
successful integration of the MSSB data into. the’ Morgan. Smniev and Citigroup T
Systems for mionitoring and étsclcsures purposes:

‘-mmt ’seaumm ﬁiem wm

est;aiahshﬁd to-ensure that a firm’s a&gregatc p«:mim dzm'xs accurate, :
» Morgan Staxaieyaﬂd Cxt:g:mup use different methng of identifying these

dafa mcadrﬁs :a” 'ﬁamatay t,apture thewr pesxtwn data éxﬁemﬁ 7
Morgan Stanleéy-and Citigroup-are: wo{kmg together to find a:common.
data modl ' m_arée o;_pmcess ti'ze posmons togethet Bach !T svstcm

s neét dxsciased Akhough Morgan’ Stanley 'and Cmgmup have ﬂ:ﬁiﬁm}{
tools-available ty do this; they must agree upon standardstobe
implemented on both sides in.order to begin automated transinissions in a,

Mgg}m Betutrhen 1P

i‘onﬁdﬁnﬁai’r raaummﬁwmsia&b} MS&% Mnrgmswdey :méCmgwup %ss
%mg%&m Fhui :
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT 10 17 CER 20081

meurc mamwr i

.gi‘adnally over a fcw mnﬂm w;th a gqai af campletc mtegraumi b)«'-‘St:pt@k::ber 30, 2009

E. Temporary Solution

Finally, and most niofably, the pmpasai for Legal Day One tsﬂniy a zemparazy
mﬁufi&lz Proposer inthe interest of pro oviding.m; : f st -

oup:
¢ Morgan. Staﬁiey
yort it compliance with the
rules as Written-as soon as such party has the mdep@ndem capabi ity-to dosso or- shortly ;
thereafter. As noted above, ¢ither Morgan f:tszey o1 Citfgroup may be ina ;}osmon'to
begin rep@ﬂmg on a basis which does not require s
‘than MSSB; in this case, the party that is:able’to bega :
mfomz tha Smﬁ inw i ly. Inaddi y

Citigroup: Parties
request ﬁzat t:he Staﬁ’ &3@ I)w;swn of Corpofatmﬁ-;&m rid the:ﬁmsm«of
Investrtent Management confirm that they would fiot recomniend 1o, the Comm
it take enforcement amon aga st MSSB the M@rg&{x Stanley Fames or ﬁ*ze “itigrot

}x;zngzg(}';s Rt e
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FOIA CONFIDENTIAL TREATMENTREQUESTED PURSUANT TO 17 CER 20081

until the earlier of (i) the‘.(:iesmg Date and (i) the date that is- 120 days from:the date-of -
the Staff’s response:to :

Please contact Laurie C Cerveny of Bmgham McCutchen LLP at{617) 951%527

- Mischa Travers of Davis Polk & Wardwell at.(650) 752-2014 or the undersigned at the

above phone nuntber to-discuss any questions or- comments to this letter:

Sineerely yours,

M xscha mers (Déyzs Polk &:;W&r&weil)

uested by MSSE, Morgan Stanfey.and Citigrouss - 0020




