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Re: !/ Morgan Stanley Smith Barney LLC Public /
Z Morgan Stanley Availability: “{9? /(2005

§ 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.

. You have 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:

¢ 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 Channe] (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.

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.
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 C.ER.200.81

John R. Utzschneider
Direct Phone: 617951
Direct Fax; 6] 736
john: azzschnexder@mgham com.

May 29 2009

o

X)msmn of &mporanm Fmanec

Re: Morgan Stanley Smith Barney - Request for No-Action Position -
Section 13.and Section 16 and Rule: 10:1—3’!‘

Ladies and Gentlenien:

sinesses being contributed to: thej jomt ventures wztl
m&iu,,, certam nen» 1.8, .afﬁhates whlch will be separate subsidiaries of Holdings s
defined below). For purposesof this discussion, “MSSB” will incladé Holdings and such
affiliates notwithstanding the fact that such affiliates technically will be separate.
subsidiaries: of Holdings.

(;mﬁdma 'Trsatmcmkcquesmd’bv MSSB; Morgan Stanley and Citigeodp ~001



QUESTED PURSUANT TO

- Aet”y and Rule 102-3T ﬂzereunéer, ;f MSSB, the Morgan Stanley Parties and the =
Cx’{;gmup Pa:fﬁes iemgermly report. pﬁs;mms on: ihe basis. descnbad below. '

hany: nstaaoes where MS“'RQ ma& have a repemng re:qmmmexm it may >
¢ .OF Mmore Qf its. parems

: p: currenﬁy ﬁles one. Farm IJF angi one Fprm %H
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‘ mvesfmenf disc:retam orin whmh it has a repori‘ab e shoxt pos;tton or engages ina
reportable: sho macmn

MSSB, or (2)
sle “Relief
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO' I7 CER 20081

po .
L 2 th $B. Qimnael has
has a repm%ab? : short position or.enga ges: i
may axciﬁde the secmaes cs\fer whwh the MS :

: Oncxﬁwrmei H any s@curmeﬁ ovar&thh'MSSE ha& ifivestment
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 CER 20081

». The Morgan Stanley Patties will. include in-their reports the securities over v@hxch:
-ﬂmy have mwsiment &s&stmn or in wﬁxch they &ave a reportab[e short pom:on

, etion: e ,,:_Ziale shmt posman or eng&ga'
ina r@porzab e shortsale. _
In the case of the second-of thatwo opti

qﬁMSSB will make mﬁce

nbhgat:m by at k

1L

MSSB is a Delaware limited liability company formed on Febmary 2,2009. AH
m&mbershm interests in MﬁSB are-owned by Morgan Stanley Smith: Bam H@!dmgs '
LLC, a Delaware limited liability company. (“Holdings™): '

Citigroup Con éd Busi & “SB 4 nel”) chlde(}mgmups
retali bmicerageandﬁﬁnmssb iness czperatmg;und__ t _,ame “Smith Bamey inthe
United States and Australia.and under the ilte = , Trelang

and the Channel Tslands, Wzﬁ{ certs
Busmesses (thg "’MS C o g

Cenﬁdcm Treatment Requested by MSSB; Morgay Stinley mécmgrw £5.3
AT3008280 13
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FOIA LQNFIDENTIM TREATMENT REQUESTED PURSUANT T@ TICEFR200.81

_ A sus:h a8 undemrmng, adv:smg cm me@‘ger& and aaq
: and proprietary trading and-undefwriting, will remain in M!
are-not being contributed to MSSB.

Tristhe: mtejmoa af Cmgmup and Margau Staniey; that, fsilawmg the: ciosmg of
e " » nily cond . AMS in the.

cetfain pwﬁd of ti
tfmi%ctxoas clearezi thmugh, and have thexr sustemer S0

¢ The MS Channel employs a full time fixed iticome (“FI") rading business (colmmeiy,
the “Qggi{_") “This- Desk maintains proprietary uwenm forclient trade facilitation and
for proprietary trading purposes.
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FOIA CONFIDENTIAL TREATMEN”!‘TKQQB&S’I‘EQ*?BRSUANT TO 17 C.FR200:81

Stanley.and. Cmgmnp, all of whiose: hoidmgs in SEC»rchster&é Securities will need to ba

taken into account for monitoring and repor g purposes
Holdings will be: managed bya bodrd: of ditectors. ctmsxstm«g of four Morgan
Stanley- designees; two Citigroup designees and the senfor-most operating executive of
Koiﬁmgs_ Subject to certam ;equzrements_ Bo éecxszms will be'made-or. defegated to
5 ‘majority-vote; provid -each of: Morgan Sian};ev and
Cit gwup will have vem-rigjﬁs with respect to Certain matters.

achange in control of
ﬁeontr "of*ffotéml_‘ (

stance: :S1X S ot th ,,-fclasmg
8 . group: be»subject to: certa‘ ‘resmcztmﬁs on transfers of
interests in Haidmgs and on opera‘ g, acquiring or hotdmg s that engage in certain

~ restricted businesses, Each will have customary mglsim;zan rights from the earl‘ier ofan

1PO and the sixth amniversary of ckmng

Prmr fo-and: to%iawmg the ci@sxn ‘ MSSB will work-to:i ntegrate the information

systems will require extensive chang
uses-aridmultiple ofisnt comniunicat
data and system dzssemm

A Management of MSSB s of Legdl Day Oné

As Of Legai Day Qne the ) ’S,SB executive managemem team is expecteﬁ to he
face. M : o

} : customem There will be othet‘ : SSB
peapk: whc may have ongomga‘esp%sx ilitiesat Morgaa Staa}ey andfor who will be

Confidential Tmmnﬂieqacsmd by MSSB, Morgan Stanicy: and Citigroup - 008
AF3008280.13
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will be consistent with t&@.pmpasal for

mmmrmg and’ rep«;chtmg during. tﬁe parties” applicable Relief Periods;

Day Oue.. Howev .

A;}peza:e md de;;ﬁg el.renadstorb

. Voting and Tnvestment Decisions for MSSB During the Relief Periods

‘Within the MS Channel; the methadology for voting and'investment damswns 15

as follows:

. For custormer accounts over whzch zhe MS’ Cﬁannez has: dlswexleizwy
aufim

Confidential Treatment Reqws&ed by MSSB. Morgan Stantey and Ciigroup.~ 009
ASTI0R8380. 65
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 CFR 200.81

votirig decisions with réspect to discrétionary customer accounts..
‘Rather the: M’:» Chan tmnsfisrs dxsnreﬁonary ' "ng authmty 1o t&xrd«

g ner . th cusiomer requ e Mo
Ghazmei asa chem; serv me matfaer vote proxies-on behalf of the
customer. :
Channel is not
-agcounts, githe

: MS Chaanes

assist chems in choosing an asse_t alloc: on-mcxéel w ;ch .xs; emnprased cf
mutual:funds, exchiange-traded ﬁmcis
aceounts, managed ﬁya thu‘d party andge
fima ai;adwsers may,-

s For szik Barney third-party managed account programs; The 8B
Channel delegates the discretionary aathomy that:it is granted by the

Singhaw Molutchen LLP Confideniial Treatiment Requested by MSSH, Morgan Staney and Citigroup - 0010
Bjng%%‘&m;mm‘ N?m .13
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wmgamdv vestment cand.
e&e‘rczsmg dtmmnary auﬁmn_ gk

Mergzm St&n?ey ami,
with MSSB, nor wxllﬂl /
(‘@xcept as: nmssary to it

poamnns and. trédiﬁg mfamamm in'the M§ Chaxmel, Ianci
tﬁe MS Cﬁaﬂnei will aqt have wmputcf syst;ems

mﬁle:SBChamel“”
; "»Staa!cy and Ci

it ap wﬂt!i
have thssﬁ mfarmaﬁqn i:amm in. p}ace on Legal })ay Qne, becaasc ngmup will ot

Bingham Metotthen 11 8
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FOTIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 C.F.R20081

have complcted it IT m*tagr’atmn efforts; it will not be-ina pésiixm to-file beneficial
ownership dnd similar reports on Legal Day One that d’(saggmgat& MSSB.

gizﬁgﬁs&s& ‘?(fﬁ«é%f\%‘%e% L
i sgm«: e
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‘FOLA CONFIDENTIAL TREATMENT REQUESTED PURSUANTTO 17CF R 200.81

3 é;and that the: portmn of the
issuer's autstandmg;‘ securities.

B.  Relief Peviods:
Given their different I'T
fixsaggfegm A

may be able toco
MSSIS onLe

tion: SB cenmhuwd by the: othergpaﬂ‘}' i
» hold has been reavhed on an aggrega

(Footnote Continued gn Next Fage}

Confidential Tréstment’ Rbg\mind by MSSB Moxganﬁfaniey anéffxta@wp 0913
AF0IS180:13: v



May 29; 2009
Page 14

FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 C.F.R 200,81

staggmgama Gmd&nce, which may be before of: a&er t.he other i 2
Staff in writing accordingly.

€. Imtentions for the Posi-Relief Periods

'zmeregis. At @ fiﬁm’e
‘\ngB m accordam 3

(Footnote continued from Previous Page.)

;msatzon mfmatm w:ﬂz xts owit paﬁmm mfamanm and that. ef tiw MS Cimnmt v

Wingham Bolyichen LLE

R _ Cmﬁdmxa&’rreatmmtﬂeqaasw&by MSSB, Margan Starley ‘and Citigroup - 0014
hingbumawn ASROIRIR1Y
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANTTO17CF.R200.81

A. Buxmexs Faemed on.dgency Rather Than Principal demg

, Because Citigroup s not contributing a pnncxpai tradmg tmsmess toMSSB: aaci
Mazgm Staﬁiey is wntrlhutmg just &\s;rn&il gn cip: f!‘ \ary '

,dtsarcnonary Akhongh MSSB‘wa}i ngégé.
ﬁXpééted_to be for the purpo

If the requested relief is granted, each of Morgan Stanfey-and Citigroup will
continue to aggregate and include securities managed and/or benéficially owned by its 5
; respcctz% Channel with securities it manages and/or beneficially owns: Accordingly,
even though the propesed struct ¢ inconsistent with the strict:
Tequirements.of Section 13 and S }aro ) tisfies the reguiatory: rationale
behind these requirements. The mposai will tempo”ranig fulfill the segulatory. objectives:
for accurate information:in the: markei:placc to the extent applicable thresholds may be
exceeded. i

; v permit éégxeganou (éixd,, as: apphcable, o
ion) of mfarmauau requxred to bedisclosed. Howevet, the’ importance of the.
sw;ﬁ xnd suecessfut gompletwn the jmn‘t venture i in the carwnt market env;reﬁmem

q mid pcrss;bi; mpreeedmﬁed We aise beheve
.that ngenﬁm reasonablez altemame reporting proposal contaitied. ’
balance of public nﬁarést-wetghs in favor of gra mg the\,kmm:ﬁ
relief, without whiich the ¢ the: trans :

T e ——

i an Stanley and Clfigroup - Q015
h%.%"s*gi%%m;mm AT73028280.13 L PR A bt |
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- FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 CER 200.81

i s.wouid be pmv:ded
assurance. ai the ﬁxtaw stmemre of then- s@cun ws’ﬁrm when many are struggling with :
fundamental. ‘questions.of whom. they can trust with their finances aﬁd;wm fo for. ad'vmc

Secand, the Jﬁmt venmre smmture pmpased by Cmgroup ami mmrgan Staaley is
fons: X han; ' ship of 4 broker dealer are simple

are not pramcabia ami would 'mt résult
pmv;da& e amne_l amxer m the pubhcv "fihe scope Qf these s

dateq hwas granted, in paxt basadmzﬂ Umtcd
ngdmn, \gavemment‘s mspanse ta the international financial crisis., :

ME by MSSB, Mutgan Staley ud Citigroup < 0016
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Binghem,sum

‘may be med by Qﬁw:sf /| ezc tka ezgxgm emm&am&s pmseathers do not exist.
‘Moreover, we believe that the provision of relief in this circumstance will benefit

‘May 29,2009
Page 17

FOIA CONFIDENTIAL TREAWEZ\}T REQUESTED PURSUANT TO 17 CER 20081

f:ransac:txoa more qumklv and is appmprzate and in the pubhc mterest ngen the eurrmt
‘financial market turmoil..

investors and the pubizc and will not be. contrary to the Commission’s investor ;}rotemoh

“fnandate.

C.  Coordination.of Global Regulatory Regimes.

onerous: manual seiutmns. 'io dm..ea{sh cf___Sand-- t!g;w&%p 3 hang

of thm reporting positions: 1h ; ;
‘parties-are working with these 'feeds as described: ote 9 abmra I{awevef; fhe parti

'expect the mtegratmn 1ssues for the I syst $:thiat clevant @ ?esmon remﬁmg m

To the-extent that the: I T systems are not integrated as necessary to facilitate

;comphance by Legal Day One manual workarounds would be the only possible:

ECmf‘dem Treaiment Re@emd fiy. MsSB . Muorgan mewammnp Q01T
:A;mzma i3



Page. i8

FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17C.FR 20081 |

_ ﬁ‘rms rcspecme T gréups, as well as theirce 'rnphjance
,,,_omﬂze%lr pramazy goal. of IT integration and strict: compltauce with the: mles

derivative and an: ‘néeriymg listed security ma
esmbizsimd 1o ensure that a firm’s aggregate

data maii 8 .:ulamatefyvca;}fum their pasxtmn datz dxﬁemnﬂyz
Margzm Stamay and Crt:gmu;y are: warkmg tagether.to mi a: wmmon

mar}s évm}abiem d@ th:s they maét, gxee upéa sténdard : o‘fb@
implemented on both sides inorder to begin automated transinissions in a

BiRgham HCEhon P onienial TrestmentRedussied by MSSH, Morgan Stnley und Cligrotp <0018
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gradually over a few months, with a goal of complete integration by S

May 29,2009
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secure manner. This effort can take time if one of the parties needs to
acquire and-install new tools inerder to:support these requirements.

As noted above; the parties Bxpect these various: 1T mﬁegrahan issuésio be resofved
prember 30, 2009.

E.  TemporurySolution:

f‘i naiiy, and most nozab}y,*-the propasal for Legai Day Qae'ts onlya temparaty
on: proposed inthe i ~under:diffic

In conclusion, MSSB, the Morgan Stanley Parties and the Citigroup Parties
recmest that the Staff of the Division of Corporation: Finanees and the Division 6f
I vestisient Management cmﬁnn that gy ‘would not recmmd 1o.the Ccmmxsszon zha_t

Par ""wfs 01z and Sectwn 16 and Rule 163»3‘1‘ it they tempomsly repert
pasxtmas on thebasis: deéscnbed above:
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 G F:R 200,81

until the earlier of (i) the Closing Date and (ii) the date that is- 120 days from: the date of-

‘the Staff’s response tothis fetter.

Please contact Laurie Cerveny of Bmgham McCutchen LLP at (617) 9518527,
Mischa Travers of Davis Polk & Wardwell at(650) 752-2014 or the undersigned at the
above phione nuntber to-discuss any questions or comments to this letter. '

Sizmreii  yours,

Gonfidentiat Treatment Reauiested by MSSE: Mérgan Stantey and Citigrouy - 0020
ATTIRR2%013



