
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 askedthe Division of Corporation Finance forno-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

13f of the Exchange Act and Rule Oa-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 200.8 1b Accordingly your letter and our response will not be made public until

the earlier of1 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.1 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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Re Morgan Stanley Smith Barney Request for NaAction Position

Seetim 13 and Section 16 and Rule iOa-3T

Ladies nEd Gentiemen

This letter contains ctta1 .uestsbttemporary .re1if on behalf of Morgan

Stanley SniithJamey LLC and its two uhimat tents Morgan StanleygjgIeat4 together with its affiliates other thanloldings as defmiid

below MSSII and other direct and indtrct subsidiaries of Holdrng the Mgg
gtn1ev Parties and Citigroup inc Citigroup and together with its affiliates other

than Hoidings MSSII arid other ditt and indirect subsidIaries of Holdings th
Citigjotp Parties Specifically the purpose of this Ietkr is to re.juest that the Staff

the Staf of the Division of Corporation Fmance and the Division of Investment

Management of the.Securities and Exchange Cqmmission the QQrnjo or the

SEC eoEfirmthnt theywould not recoimnerid tothe Commission thatit take

enforcement action against MSSB the Morgan Stanley Parties or the Citigroup Parties

under Section 13 and Section 16 of the Securities txchange Act of 1934 the

As discussed further below the businesses being contributed to the joiot ventures will

includcertain non-US affiliates which willbeseparatesubsidiaries.of Holdings as
kfied below For purposes of this discussion MSSJ3 will include Holdmgs and uch

alliliates notwithstanding the factthat such affihiateseehnically will be separate

subsidiaries of Holdings

MA
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Ai and Ruló LOa4T thereunder if MSSB the .Morgaft Stnky PartiçsMd.The

Citigroup estemporarily report positions on.the.basisdesciie below

To provde you with
necessary background Part tif this letter provides

summary of the parties resectwe reporting thbgation and the relW reested Part II

ptoides an overview The lrmation and trueture of MSB Part NI pnvides

discussion of the management and strueturC of MSSB expected le in place on the

closthg of the itansacuan Part IV provides emparaty proposal for monitoring and

reporting nuder Sections 13 and 16 and on Fcnn SN assuming the requested relief from

the staff granted and summarizes the intentionS for such momt1ng and reporting

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

Overvlew dReituired Reportinir and Requested Relief

mredieporungAs efLga1 Day One Abenrdef

As discussed more fully in this letter Morgan Stanley and CItigroup will irnttafly

indirectly own 51% arid 490% respectively of M$S13 and each will tuive certain board

representation and other rights As result each of Morgan Stanley and Citigroup

believes that under Section l3 and Section 16 as of Legal Day One ns defined beloi
and absent relief it would be requited to etther aggregate securities beneficially owned by

it with securities beneficially owned by all of MSSI3 or to impleineii appropriate

information barriers to allow it to disaggregate from MSSI fix these purposes in

accordance with the SLCS disaggregation guidance in its Release No 34395 January

12 99 mctudmg the use of inftnnation barriers the Disaggregatioii Guidance
Absent relief en Legal Day Onç MSSII would be equwed to separately reprt the

securities it benqficially owns Also on Legal Day Cne1 àit relief etied each

Morgan Stanley Cttigroup and MSSB wouuld be required to repth on Farina t3Find SN

2We note that fl many instances whÆreMSSI3 may baa eportingrequremóiitit may

repoit jointly with one or more of ..paeat

Each of Morgan Stanley and Citigroup currently Jiks one Form 13F and ne Form SH

report fr all of its affiliated entities

bn jeaientR4wuc4by 45Sri SanJyandCItgroup- OO
W73ti252SO.i3
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positions with
respect secuætis Ovet whith.t respetiyely ha investtient discretion

oi in wlmh it has reportable short positton or engages reportable short transaclion

or Morgan Stanley would berequird to aggregate and report securitres over winch it

has investment discretion orin which it has at table short position orenggà1fra
reportable short transaction With all secuxitiesoverwbjth MSSI3 has investment

disretton or in which it has reportable short positton or engages in reportable short

transaction and Citigroup would report separately only the securities over which ft ha
investment discretion or in which it ha.a reportahi short

position Oengages.in
reportableshort transaction

Requesud Relief Legal Day Onq Through the Applicable Relief Period

as defined belO

The parties request relief such that th
respect to the Morgan Stanley Parties

and the Caigroup Partics until the earlier ofl the dateon which Morgan Stanley or

Citigroup as the case may be can disaggregate its
position momtermg or reporting from

or aggregate its position morntoring and reporting with MSSI3 in each ease consistent

with the reporting method described in Part LC below or SepternbCr 30 2009 i.nd
with respeetto MSSB wnilthe earlier of lthe date.on which each ofl.organ Stanley
and Citigroup can disaggregate its poitin monitoring and reporting from MS SB or

September 3.8 2009 in each ease sudperiod is refered to as the applicable ef
Ejodior such party for purposes of Section 13 and Section .16 reporting

The Morgan Stanley Parties will aggrepre and report the securities they

benefiually own outside MSSB with the securities that the% would be deemed to

beneficially own within the Channel as defined beto and may exclude

the securities that they ould be deemed to bencfiually own within the SB
Chaniielas defined bàlow
The Citigroup Paiiie will aggregate aid

report the seeuritiesiiey.beneficially

QWfl outsid MSSB with.the securities that.thy would bedeethed to beneikially
own.within the SB Channel and thy exchidôthe seetiritiesthat they would be

eined to benfically own within the MS Channel and

MSSB will not separately report securities beneficially owned.by it

The parties also request relief under which until the end of the applicable Re1ifPriod
for purposes qf Forms LPand

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

investmnt discretkn or inwhkh they have reportable short position or engage
in reportable short sWith the securities4verwhich theMS Channel has

investment discretion or in which it has
ieportab1e shOrtposition or eiigagCs in

reportable short saE and may exehide the securities over which the SB

Cfd all amaaequesid byMB Mórga Stanhy andcp0li3
AJfl288O13
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Charnel hshistmentdIscrótiin.or.in which it has ampoiithIº.ihàtpositon

engagesin reportable short aIe

The Citigroup Parties will include the securitIes over which they have

investment diseretion or in which they have reportable short position or engage

in reportiibh short sale with the securities over whcb the SB Channel has

mvestment discretion or in which it has repsrtahle hrt position or engages in

reportable short sate and may exekide the secuntLes over winch the MS
ChannI baa nivstinent discretion or in which it has reportable short position

and

MSSB wiflmnotlfllmgstoindieate tltat secunties rw$h it

investi1int di oŁ at in which it has feportable hortposttiou enage In

Łporttilesbott sie arInctuded in reports by the Morgan Stmky lkttes and

thCit

Dur4ng the groupParties Róllef Periodthe securities heklbytheSJ3
Channel will be reported by the Citigroup Parties During such Relief Period the

Citigroup Parties will include legend on their Form 13F reports and Form SF1 reports to

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

Citigroup Parties Post-Relief Period as defined below the Citigmup Parties will not

report for either the SB Channel or MSS3

Durmg the Morgan Stanley Parties RehefPenod the seurftij by the Ms
Channel will reported by the Morgan Stanley Parties During sicheIief Penod the

Morgan Stanley PartieswitI include legend oti their Tkrtn 3F reports and Form $11

reports to indicate that such reports include securities held by the M$ Channel

During the Morgan Stanley Parties Post-Relief Period the securities held by
MSSB ma be reported the Morgan Stanley Parties in which casethe Morgan Stanley

Parties wilt include legen4 on their Fotm 1F
reports and Form SF1 reports to indicate

that such reports include securities held by MSSI3 Under such urcumstance MSSB
will submit nolce reports to tite that MSSJ3s repottablesecurities are included on the

Morgan Stanley Parties Form 131eports and Form SF1 reports as apilicable

4ltematveiy duntgthc Morgan Stanley Parties Post-Relief Period the secuilties held

by M$SB may be reported by M5513

Fhereforc no later than Octpber 12009 the Citigmup Parties will not report

on either Form 13Fqr FOrn SF1 any securutiesoyer which MSSB has iVestmt

cnda mntRe4ucrcd MSlin Morgan Stanley and Ciugrou -004
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thscretion and either the Mogaii Stanley Paitie or MSSI3 will report Form 3F

and Form SR all securities over which MSSII has investment discretion4 It is anticipated

that MSSB will be included as an othcr included manager on the Morgan Stniile Parties

Fonu U3F holdings rdports aædForm SR cii reports and .MSSII will conkinuc to

make notice filings with respect to both Form 13F and Form SH at snme point during

calen4arycar20l.0

Following the RehefPwds

Following the applionbie partys IiefPeriod with such period as it refers to the

applicable party referred to as the Post.RelicfPenod rpuiposes of Section and

Section 16 repothng

The Morgan Stanley Parties will either aggregate the secuntieS they

b0nefici4lly own outside MSSI3 with all sceunties beneficially owned by MSB
or implement appropnate information barriers to allow them to disaggregate

from MSSI3 for these purposci in dccordance with the Disaggregation GuldanCei

The Citigroup Parties will implement apprpnate mfonnatien batners to allow

them to disaggregate frent MSS Oi dance with the Disaggregation

Guidance and accordingly will repoztniy those securities They beneficially

own outstd MSSI3 and

Where required MSSI3 will separately report the securities it beneficially owns
inther it stand-alone filmg orajoint 111mg with the Morgan Stanley Parties

pursuattttoRuIe i3d4k or i64jÆsappllc8LIe

Witi uo Forms 13E and SR ekbor

The Murgan Stanley Parties the Citigroup Parties and MSSR will separately

report
the secunties over which they rcspectively have investment discretion or

has reportable short position orcugagein reportable shortaale or

4The
parties recognize that Form SR was adopted pursuant to temporar rule set to

eapire on August 12009 and expect to follow similar approach with respect to any

successor rule and/or form

Morgan Stanley currently expects to disaggregate from MSSI3 but the timing for such

di eglionleeiicertain

thr UP
ndenuai iment ijd by M$SB Mrat tanby an4Utigreup 4305

M3025250j3
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The Morgan Stanley Parties will incLude in their reports the securities over which

they have investment discretion or in which they have reportable short position

or engage inareportablesho sale and all securities Ovcr which MSSB has

mvestment discretion or tn which it has reportable short position or engages in

reportable short saic and will include ge ortthe front page of such report

to regarding MSSB lded within andth

CitigroupPartiea will report separately only the seeurities.ovŁr which they have

investment discretion or in which they have reportable hort.posiion or engage
in reportable short sa1

In the case of thesecond of the two options above MSSI3 will make notice

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

which it has reportable short position or engages in reportable short Æleare

mel uded in reports by the Morgan Stanley Parties

During the parties .applkable R.eiief Periods and Post-Relief Pethids thsceurities held

by theSH Chautiel andthe MS Channel will at all timesiiesuijecUaa reporting

obligation by kst one of the Morgan Stanley Parties the Citigroup Parties andMSSB

.11 Iescription of MSSB and the Transaction Creating MSSB

MSSB is Delawarelimitedliability company formed onFebruary22Q09 All

membership interests.in MSSB are owned.by Morgan Stanley Smith Baruày Holdings

tIC Delaware lhn.ited liability company jag
Holdings and MSSB were.fbrjnedpursuaflttoa Joint Venture contriiutJon Jd

Formation greemein dated as of January 13 2009 the Con1rj gnaf
.and.between Citigroup and Morgan Stanley Pursuant to tlii Cdnfribüt ion Aeanient and

subject to the completion of definitive limited liability company agreement to be

entered line at ijie closing Citigroup 4Mira Stanley have agreed to .contrth rite

certain nsrets and busiiteses to MSSB.theConiibuted BusinresseJ With cEin
exeeptions the Crtigrou Conthbnled Businesses the 513 Channer include Citigroup

retail brokerage and futures business operating under the mime Smtth Barneys in the

United States and Australia and under the name 4Quilter in the United Kingdom Ireland

and the Channel lLands With certain exceptions the Morgan Stanley Cntribited

Businesses the MS Cbepjf and collectively with the SI Channel the Q1innncis
include Morgan SianleysG1obM Wealth.Manageinent husines and its private wealth

managenunt business on sortdwide basis In the Untted States the Citigroup

Contributed Busincsscs are conducted principally within Ciugroup Olobal Markets Inc

____ Citigroup subsidiary and the Morgan Stanley Contnbutcd Businesses are

conducted witluri Morgan Stanley Co Incorporated Morgan Stanley

subsidiary The primary business of MSSB will be retall.brokerage and private wealth

management Although MSSI3 through the MS Channel as defThed in the
paragraph

above will engage in limited amount of Section 13 eligible principal trading such

Con identi0 Trarnern isdbyMSSnMorgan Snhy and Ciiieup 006

A/73025250i3



May29 2O
Page

FOR coNPIDENr1AL TkAThNT REQUESTED PURSUANT TO 17 C.FR 200.81

tadinipeted.to.bó mostly6 far th of fai1itatingutoniers and.expectd
to represent relatweI small

pottlon
of its overall activthes The msututional btisrnesses

of.MS and CGM1 sueh asunderwritiag.advising on mersiidaequisitions and

instinitiaal and proprietary trading and underwriting will remain in MS and CGMI and

not being contributed to MS$B

11 of Citigp and Motgan Staliley that following the.1osing of

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

United States.wiILbe condnctedby MSSB in substantially the same fashion with certain

ljrnid modifications Th closingofthatransaction.isexpected to occur as.of May fl
2009 the Closmg Date and June 2O0 the tart tirsUlay of MSSB peraUonsgjMSSWs bumes will be earned out by approxima1ly 2O0O
flnaneial advisors in the Untted States whose registrations will be transferred to MSSB

Ft1L1.DaOneduetotho size and conipledty.the entity MSSB
intends to make as few changes as possible to legacy orgarniatiomil operational and

supervisory structures as they currently exist in CGMI and MS Most significantly for

certain period of tinie.the US ci stomersaf the SB Channel wilicontinue to have their

tratisac seIeaied through audhave their custOmer accounts custodied and aarilod by
CGML and customers of the MS Channel will eotinue to have their transactions

cleared tbtotgh audhave theirçustomer accounts castodied arKlearrindby MS As part

4f this clearin function the senjtO be prthidedby MS and COMI Will inelude

clearing and snhng securities trnsacuoes providing trade confirmations and customer

statements and performing eitain cash tenng functions custody servtces and related

services number of fUnctqns1 includingregulatory compliance and supervisoryareas

will be cnordinated and alined and Others will be centralized pursuant to umbrella

programs and phcius lMt will overlay the legacy programs and polices of the two
Channels Over tune and following the parties applicable Relief Periods it is expected

thatthe two Channels will be integiàted intoOnCOpnttiOn and thataltimately.MSSB

wfllbeconie.fiully self-clearing and dyaodcariy itaown Customer accounts

Ar the close of the transaction through various subsidiaries Morgan Stanley will

own 51% of Holdings andCftigtoupwfflowfr49%of.Hoidhigs Asnoted.ahovethe

Couutnbuted Businesses dt include certain additional non-U affiliates of Morgan

The MS Channel employsafull.thitc fixed income 1jtra4ingbusiness collectivelythj This Lek maintains pietar inventory for ilienttrade facilitiiti ii and

for at th iig pttrQse

5I5h1 Suk andCitigr- 007
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Stanky and.Gidgroup aWbf ..whos holdings in SECràgiseered securities will nóed to be

taken into aictpit fôt btthg.atdreportiiigpurposes

Holdings will benianga4hy aboard drectrisisthg.offoarMorgan
Stanley des.iIgflees two Citigroup designees and the..seiormost opetating xecuthe.of

Holdings subject to certain requirements Board decisions wifl be made or delegated to

Hokhngs management by inajonty votes prcwtdcd that cach of Morgan Stanley and

Citigroup will .havvbz ghtawith tespe tocertain mC
Morgan Stanley will be provided with certain eall nghts xercisgbte followuig

the third fourth and fifTh anniversaries of the drisiug or upon ehanga in uontiiL of

Citigroup wJiclt ultimntelyinay glMorgan Stanley full control iifHokllns Cltgmup
will be provided certam put nhts exercisable upon change ineontrol of Morgan
Stanley or under crtatn ctrcumstances ibflowing the sixth

anniversary ofthe lasing
Both Morgan tanley.and.Citigroup will besubjeot to cc n.itrietióntou tSXISS
interests in Hokhngs and on opetatrng acquiring or holding entities that engage ia certain

restricted businescs lzaeh will have cintomary registration rights from the earlier of an

IPO and the sixth anniversary of closing

Prior to and tbIlowingdteclosin..MSSB will worktOntegrate...thc information

technob ifsystems fr both Channels Due othc massive seali of the joint

ventere however creating an integrated IT system Ircu the XMI and MS 1cgay 11

sstemswil require

uses and multiple client communications and for some time tbere will be both product
data and systein dissoxiaæce

ilL Mana2ernegl afldSfr f1S5J3

Management of MSSBthtjLegg1 Ddy One

As of Legal PayOie the MSSB executive inanagementteam is.ecpected to be

in place Most members of the MSSB exeeutrte management team wiU be employed fuli

time anilwill priwide all of their professional services to MSSB Kiwever in seine

Instances certain members of the team will have additional reponsththties at their

respeetwe legacy employers at least through the transitIon period Jairtes Gonnan thc

Chairman andCEO of MSSI3wiIl continnØto

Likewise certain other niembers of MSSB managenitt will retain

responsibilities at Morgan Stanley in athuinistrailve functions including operations IT
human resourees and legal However it is not Øurrently anticipated that any of these

people will be involved in directing effecting or recommendthg fransaction in secunties

or voting Secunties on behaWofMSB or its customers There will be other MSSB
people who may have ongoing responsibilities at Morgan Stanley andfor who willbe

rtfidcniiaI lrntenedby M$SM aiydCiigOii5
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involved in directing the voting and inve of cüriti satMSSi3 However in light
of the protections to be implemented See J$fninazzon Barriers below MSSB and

Morgan .StenlcywiII notsba einform.ation thout theirrespective enstorners trading or

thr
proprietaiy trading except as necessary to indicate the existence of rnventoty or to

ficiIitatean MSSJ3 trade in addition in order to saftsf3i vargius Ftnanctal lndmary

Regulatory Antlionty requirements iardi revkw ofresearch distributed and

the Citigroup and Morgan Stanley affiliated brokdea1ers ho will be dually-registered
with MSSB for certain period Despite the overlsppng responsibilities qf these

individuals during the parti applicable Relief Pends bised on ithe separate nature

of the two Channels ii the two CbannJs independent processes lbr malcmg voting and

mvestment decisions as described further below and uf ceitarn protectiens that

Morgan Stanley and Caigroup will implement as described finther below voting and

instmentdeeisionsjitthe two Channels will b..eOiiMstónt withtbe proposa lfr

nitoringanttroporting drn1ngthe parties applicable iefpiods

hiterioflEfforLs batefl meiitaivi Ot/zir

As discussed further heftin the
integration of the lTsystenis isa very extensive

and dirncultundedakn that will take months to complete Likewise integrating the

two Channels empkiyees facilities arid other systems will be challenging Physical

Space will be integrated after Legal Day Oneortly as leeŁeqire aridtlnt btishieSsI

rationale favors combining facilities Systems other than the iT systems will be

integrated only as necessary to appropriately account tIr MSSBs operations Thecutive

management of MSST3 will share space in Westchester County New York as of Legal

Day One However generally employees will contiPu to work in the offices in which

they CwTwltly work and en The ssteini on which they currently work The Integration

process ill be gradual and will take 12-24 months to complete With few exceptions
mud the nd the Relief Periods for both patties the two Channels will continue to

operate htdepndentiy

YolingshnenE ofiir 8..mgthe Relief Per1pd

Within the MS Channel themethodniogyfor yoUng ar4investment decisions is

as fofiws

Forcsomer accoatris over wMchthe MS.Chu neZ bdretiôn.iy
authory MS Channel representatives make independent investment

dionfrstomacountsovce which they have been granted

discretionary authority by the customer These declsions are made

indpendentIy by the representatives themselves nad are not coonlutated

among the representatives MS ChannAl represeiriati es doaOtnmke

cj Mssn sni dtoo
J7 05013



May 2009

Ptge1O

FOLA CONFIDENTIAL TREATMENT REQtJESTEI PURSUANT 1017 CiR 200811

vtdgdŁisioiwith respóctto discretionary customer accounts

Rather the MS ChanneI transkrs discretionary ot1ng authortty to third

party poy a4visoiy finns RiskMelrtcs which te the securities

b4thu.wtivetMgteiidatkis In rare rnances.aitMS

Channel voting conrnutteeuiay overode the proxy actvisoiy finn voting

recommendation or make the vomg decision when the proxy advts4ty

fiEfibSfldtt0fl This e.os.apphesto non-

discretionary customer accounts where the customer requests that the MS
Channel as client service matter vote proxies on behalf of the

customer

Fo harniŁi ifrftariy ge.ugrqrn$ The MS
Chann1 is not granted dtscretionary authority over third-patty managed

annntse ithetw ithr Pve entdecasionsorvotmg Rather

MS Channel cirstonters grant vOting a4 investment discretion to the

thirdparty manager of the account Aecorthnglyf the third-party manager

irtakesvothig.and ivestntent isis.fot the customers btihØse

managed accounts

dlnvestmenLrthChl
Within the 513 Channel..the tueth hgv.forEvOting.itnd investntent decisions i55mntilar

jJrc14mzer CUfl1Oiwhkthe.S13 Channel bascetky
authoiay The 513 Channel has personnel who develop ieetor allocation

taigets wiuchitre the abated with tudividuat financial advisora orate

incorporated into mvestmcut advisory accounts Par mostdicretionary

accounts the finanelal 4visors mae investment decisions guided by the

ecammetidattons otcitigroup research For mvstmeut advisory

progriuns which include asset allocation features the financial advisors

assist clients in chonsrng an asset allocation model which is comprised of

mntuaUunds fds...ôrsepaiately.mnaged
accounts managed by third party manager In some cases the

fluanciat advisors mayŁbixiesuch.mutualftinds ETFS or seprrateiy

managed accounts Th SB Channel generally makes votingldecisions

for cuEtoinersaccording to the recoannendat on ofthirdarty py
advisory finnae RtskMetrtes In tdt4ively iua1i number of cases

wheresuch firn have conflictso otherwise

reconiniendathinsetingsops.armade by 4mmittee of

eittployees fthSBChel

ForStith y.padacowtprorarns The SB

Channel dekgates the discretionary aiithority.thal it is granted by the

1Si yan4Ciiguup OHQ
7%O828iU3
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thirdpartha who make vàtiæg Ii4 invØtinent

delsions.1ôr the ustomeish gd.accouuts

As evident the two Channels have their own separate processes
for making

voting tnd invesunentdecisións and.where thefr ow pr atives are actually

exercisingdiscretionaty thority these dions dedtftó
These processes wifl generalI stay in place throttgh the parties apphcable Itehef Periods

and combined with the other facts set forth in thisietter mmxmie concerns regarding

of infonn4ion and dinated estnint alt votjfl deions While

employees of each Channel at the senior levels iny interact from time to tnne

would nOt be coordinated at this iVel

tsftmition 8arrirs

Cthenckigat Legal Day One MSSB MOrgan Citigroup will

maintain informatici barriers to protect their respective customers trading information

Morgan Stanley and Citigroup will not share infonnatien about their customer trading

with MSSB nor they share with MSSB information about their
proprietaiy trading

except as necessary to indicate the existence of uwentory or to facilitate an MSSB
trade MSSI3 writ not share information with Morgan Stanicy or Citigmup about its

trading except as ne to.execute atradeThrough tSorCGML MOrgaæStanley
and Caigroup wilt not share mlbrmation about their pending investment banking or

merger and acquisitions trpnsactions with MSSB except to the extent MSSB is

parttcipatug with one or both finns ilt distribution tifsecur1ues or asnecessaiy to

enforce statttttuy trading restrictions such as the tender offer rules Although

MSSB will not maintain formal information barriers between the MS Channel and the SB
Channel we note that during the parties appIiable Relief Penods registered

representatives in theSBChannei will not have computer systentsiceesstoenstomer

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

the MS Channel will not have computer systems access to customer positions and trading

infOrmation in the 513 Channel During the parties applicable Reltef Periods Ctuitonier

trades in the.MS .Channeiwlll be caredthro li and custod led at MS andeustomer

trades in the SB Channel will be cleared through and eustodie4at CGMI As result

Morgan Stanley and Citigmup believe that it is unlikely that registered representatives

nd customers in the two separate Channels will have any practical ability to coordinate

trading ifseoiuities

In addition to theitifOriltat kin ha ers descifl.d ovc bra vrariciyoflcgal and

compliance reasons Ciligroup will mipkmeut information barriers between it and MSSB
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 16 and Rule 14e-5

in accordance with the Disaggregation Guidance However even though Citigroup will

have these information barr iin.plate ci Legal Day One bause..Citigrouwill.not

cQneenued 4CitoOft
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have eothp1etd.itsrfhtc.xion efforts it will ntbó.in 1sitiàn to file .befiial

ownerslup fl4 Day One fh.disaggt.gateMSSB

1V Temv rat-vi Pronoui DatOnefor Montoriu and Renortin

IIoklins in SEC-RtistØredSecutiŁs Under Seetions.t3 and 16.andon

FormSR nd Intetapns for Such Moiutorin and Repot1in1or th Poet

Relief Periods

.A Propd for Thmpora Re1kf

Durtng the appt bleRehefTcriàd th Morgan Staiy Parties an the

Qttgrop Parties applicable wiU eheirrespeotivecurrent posttrnu monitoring

and ftpOrtingincluduig of benefieiÆf.Ownershpatid cf scuities verwhieh they have

investment diseret on pohdtes procedures and practices Each of the Morgan Stanley

Parties and the Citigroup Parties will aggregate securitie managed andlor

bficallyeoned ty the iii 513 that wasconttibuted bsnch.party That is

the Morgan Stanley Parties will include in their monitoring and reporting the MS
Channel arid the Cingroup Parties will tncAude an their monitoring and reporting the SB

ChanneL TheMS Channel is currently monitored and reported on aniggregated basis

vIifj4S and the SB Channel is wreiinly ifli ClOfl.aflaggre gated basis

with Citigroup There are dedicated groups tbrieltparerit charged with monitoring arid

reportitgits positions and these groups will continue to do such mnnkonng and rportlng

for each parents respective Channel during such parLyapp1icaWe Relief Period

During the parties applicable Relief Periods MSB will not report separately any

seetis.bedeficiaiöwnØd by it

In the event that either the Morgan Stanley Parties or the Caigroup Parties are

re4uired to file any reports during their app1uable Relief Period on Schedule 131 or

Schedule 130 or under Section 16 therelevant Parties will add footnote disclosure

disclosing their relationship with MSB In dditio during their applicable Relief

Periods once either the Morgan Stanley Parties ortheCitigroup determine that

reportable threshold has been esereded by stich prt1es and their respective Channel such

parties will include in such footnote disclosure the portion of the ho1diug that is

nttributahlctI MSS13 By way .fcample if theCitgr up Perttes were to file

We note that while thisinforiiiatioitn be dete mined manuaflybe each party with

respect to an mdividual secunty for which reporting threshold has been exceeded and

filing is being made neither party currently hastheability to inônitr onan ongoing and

Footnote Continued pn NetPage

yardCitigro -001%

A13O2$2503
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Schedule 13G t.Mxtt the .benefkial ownership oftseui whith on an aggregated

basis with the Charnie exceeds reportable thresboki they woul4 rnclude footnote

disclosure indicating that Citigroup owns 49% of MSS and that the portion of the

secuYity ben iallyuwnedby MSSB iS .oItheiSisOixtsthditigectiiities

tb.sitiLl.yp.thatiehdie
Morgan St leyartics and the itigroup arttes will continue their tespetw repoding

vthich they have .ichthy

hae reportable short position or have engaged in reportable short sale iiid

accordingly will aggregate with and include in Ijicir reports the securItLcs and

1ransaczions iti their respeetwe Channel The parties will include legends in such reports

consit.withthose.descn bed P113

.8 Re1kfPeio4s

Given the rdifferentlT systems tid respective levels of ownership in MSSI3
Morgan Stanley and Citgoup ha%e dtfftirent timetables for resolving their respectwe If

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

disaggregate MS$13 in aco ncewiththeDisaggregation Guidance brga Stanley

may be able to completely aggregate its position monItoring and
reporting system with

MSSJ3 on Legal Day One but in any event expects to be able to do so no later than

September 30 2009 and will disaggregate MSSB in accordance with the Disaggregation
Guidance at some pói.iltb.be determined after that date Citigroup expects to be able to

completely aggregate and saggregate in accordance with the Disaggregation Guidance
its position itringidreporting system from MSSB by Septl304 20.9

Footnote continucdfromPreviousPage

daily bais the securities held the portion of MSSI3 contributed ly thother party in

order to detennine whether eport1ng threshold has been reaehed on an agregated
basis ITCillirngs .iti PaIt below

The piiiiies recognize that Form Sti was adopted pilrsüant to teiüponmry rule aCt

expire on August 2009 and expect to follw similar approach with respect toy
successor niladifoni

9Witb
respect to thisanticipated tuning Morgan stanley is currently receivug daily test

feed from Citigroup WbIr reports positions in aceuritmes within the Channel Morgan
Stanley iaiatheprocess of.adap.g its IT systeInsto read this feed.and toaggtegte The

Footnote confinu on Next age

CifidniiaiTrmiilequsi4by MSSBMtrgwStanJcy 4C grnp 0013

Ai730285013
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Accordingly the ies request that the Stäff.gçanttemporaryrŁlieftoaltow each of the

Morgan Stanley Parties the Cthgroup Parties and MSSB to report positions on the basis

dcscribe4 above in ProposEr/for Temporwy Rd urn the apphcahk Relief Period

FtheMrganStCjiouptn be piiioiita be In

which no longer requires relief earlier than theotber party in this vase the party that is

able to begin reporting without relief earlier will infnn the stair in writing aceordingly

imilarty when jtjparty gina disagge gMSSB iance With the

tisaggregation Gindance which maybe before or after the other party it will Inform the

Staff in writhig accordingly

Jntertonsjbr the Post Ii Ferkitfr

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

Citigroup iTystms the esLwllt-hathabTht to-compiy.itKSectInns 13 and

and Rule LOa-3T and to moiitor and rqiort their rcpcettve owtterlnp positions

independently The parties expect this wilLocur no later than September 2009 Each

party wonlil reortadescæhed in Patvi.C ab ndrFo//owiug the RdiefPerio

AfSptember 30 2009 Cit Igroup ecsto disaggregate MSSB in

accordance with the Disaggregation Gntdance for purposes orf monitoring and reporting

.iniersts At future date to be determined Morgan Stanley expects to dMagregate
MSSB in accordance withtheDIagregatbnGuklan cefor urposes of monitoring aEcl

reporting interests These structures will ensure that MI3 is operating as separate

entity from an investnient perspective and is making independent investment voun
disposition and other ownership deisións Attho täne the information barriers

policies and procedures are fully 1nipleiuented the iT capability wilL exist such that

t0lte and timely niothg and epqrting inayb pei.M$Bs own posit1ons

latlonale tbrReuestedReIief

Footæöte continurd from Previous Page

position. in tion with itsown posit inforinatinandthatófthC MS ChŁnnel

Citigroup is similarly reeetving test feed from Morgan Stanley which will enable it to

report pittons in securities within the MS Cheenet The implementation these feeds

is inprogressan WiW eornetedbythe and ftiepartfesapplicableRelkfPei1kds

atwhich tune the positions within the two Ohannel of MSSI3 will ido be able to be

combined from anflrspective

LIP
Qirn1ikntaI Tire Requcsmdby MSSILMotgi StaiAyan Cgup 0014

AJ73022013
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the
request for rellef

1Fzsedon Agncy Rathqr Yhan JTradfrtg

l3çcause Cthn.1up is not contributing principal trading business to MSSB and

Morgan Stanley is cotitributmg just small principal tradnig busincss the prlmaiy

business of MSSB will be retaii bnkerage and private wealth management and the

majority of positions are incustomer accounts the majOrity of hdh are tion

dscretioiiai AlthghMSS13 will engage inalimitØdainount of princ pal trading

epected to be for the pmpose of flicihtatmg customers such trading expected to

represent relativeiy small portion of its overall activities As rcsul Mrflan Stanley

and Citigroupepeot thaton 1tcown MSSB will rare4y ever ftah reportabie

threshóId of see uiitiØ onótship atbeear1ystasófthebüsiæea

If the requested relief is granted each of Morgan Stanley and Citigroip will

continue to aggregate and include securities managed and/or beneficially ovinM by its

.respeetive.ChaOwfthE.gjtis it manages 1/ ily M.cling
even though the proposed structure may in part be inconsistent with the strict

requirements of Section 13 and Section l6 the proposal satisfies the regulatory rationale

behind these requireinents 1.fte.proposal will tØætporarily fulfill the rCgulatoiy obeØtiv.às

for accurate infotmation.inthe marketplace to the.extcnt applicibiethreshold may be

deeded

Pez.PuMc PO1iftdllvet

nIleo
close until the IT systems are developed to permit aggregation and as iipplzcmthle

thsaggregation of information required to be disclosed Roweve4 the impOrtance of the

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

CannOt be underestimated We believe that the monitoring anreportuig challenges faced

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

that given the reasonable alternative
reporting proposal contained in this letter the

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

rebefw4hont wh Qloaing.hetransac would hayo be4.laycd

CoæfàatequMs5iiorg SUY OOIS
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iirst the cunlaancial crWscreatesa special need for irgency toc1ose.th

joint venture transaction The traaiction will prowdc ccrtamty at time when investor

OflfUSiOniS rife.and confidence is low Custorners.ofthatwo fiænouldbó provided

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

fundamental questions whom they can trustitltijtcfr finances and turn to for advice

Second the joint venture .strueture.propOed arid Morgan Stanley is

unusual Most transactions mvolvrng changes of ownership of broker dealer are simple

aequiaitions not equtrmg th merger of twe retail operations with ongoing arrangements

with twO legacy tbms These ongoing atrangCments with the 1eacy ffrmn create special

corn plicattons in compyin with Sections 13 and 16 and Rule 103T and others for

which we ae seeking separate relief Moreover the sharing of legacy firm ownership

data that requited tperlbnn tius aggregation ratses sigmfkatit onomg buines

concerns forth legacy wa businesses that are rOf contributed toMSSBpàthcular1y

for Citiroup which does not have nianagement control over MSSJ3 Not only do these

unique monitoring and reporting chalienges not arise in mast transactions as discussed

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

issimesmorà commonly raised

Third the scale of the joint venture is inusuafly large touchingmore.than 10

miflion customer accounts and creating technological challen%es of immense scope For

MSSI3 Morgan Stanley and Cingraup to respond to tha resulting disclosure challenges

they must make extensive changes to nniltiple systeniscovermg range of inomtonng

and business uses Given their sca1e temporary mauud fixes to addresa these problems

are not.practioahie and woÆldnet resultin acemaeirilbrntation be4IiI consistently

provided in timeh manner to th public The scope of these systems changes is perhaps

unprecedented for combination of retait.operations

Foiirth depitethesinificatn chaltenges posed by the scope of these systems

changes MSSB Morgan Stanley and Citigroup are committed to implementing the

ehaiges in timely and comprehensive manner Therefore the requestedxeltef is to last

only lbr the relapvely short urtentu period until such implementation is cmpktc so that

Usto ntetaand th marketn eive thebent fcàtainty pro edbydosingthe

Sc EC.No4cikmLeuir Her Government Th hangeAet$ecriot id
Reporting dated Dcember JO 200 which was granted in part based on the United

Kingdoms governments msponse.to the intern ional.fimancial.crWs

MSSIMótgm$aæ1cy n4Cup-iiOt6
AI7385tiJ3
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tn tionas SOOn as possible Thr iiestØd relief will allow the plartiea to close the

transaction more quickly and i.appropnate and In the public mteret given the current

financial market turmoil

In .viewof thtun üItrifuroftbejoine vmft1re fransaction the sea eofhe

joint ntnre the niassive isultlng ystems ehang the urgentneed to provide certainty

to customers and the tunncnl in the financial markets vi believe that it should be

possible for the Staff to ptôvnfe reliefln tbh situation without creating precedent that

may be used by others where the exigent otrewustances present here do not exist

Moreover we believe that the provision of relief in this circumstance will beteflt

investors and the public and will not be contraryto the Conimissioufsinivestor protection

inaædte

Cobiation oftikba ulaioiy Rgima

Eath of Morgan Stanley and Citigtoup us subject to dicloute of interest regmies

globally with each having its own reqwrments and standards for global momtoringnd

reporting Aeeordliigly monitoring anil reporting on global level will require an ii

system will efliy gkbalbiafld implementing this system will

tk time

iT Chdiengec

Eim pra .al.stan4nint.itmay beditlicuh tb.Morgan.Stanley.and CiLigröup

to resolve the IT integration challenges prior to or immediately after closing the

transaction such that they and MSSB may effectively monitor and report in any way on

Legal Day Ouc other than what is proposed As noted above there will be significant

work nnrolved in uttegratmgihe MS13 data info two corapantes ItT sytema and in the

rne.mume there wi ii be substantial product data and systent thssonance That said the

two firms are making dulignn effoi uid haveprtt teains in place to achieve sufficietit

IT mtegTaton as soon as practicable to be able to coniply with dtsekisure.regulatumsimd

maintain the
confidentiality of sensitive ownersluphita without needing to implement

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

of their
reporting positions that will be contributed to MSSB on Legal Day One and the

parties are workingwith these feeds as describedinNete9iubove However thà pàiiiea

expect the integration issucs for the IT systems that are relevant to posItion reporting to

be resolved gradually over few months with aoal of complete integration by

September30 2009 Each of the two firms has
project plan

with clearly defined IT

unitstones and goals and which sets Out the steps that have been taken and the steps that

be.rle
To ti exientthat.d IT systemsarentintegraledas necessary to facilitate

conipi lain ebyLegal.DyQtie manuatwrekarounds would be the ouil possible

d.1eatniet
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repoinOhitionabsent.relief Hever th rnpreeedented saIe of.MS.SWs brokerage

operations kes such tnanut workarounds imaetiea1 and ny frmdmanual

workarund in two very large ogamzattens raises sign ant concerns regarding the

reliability ofdata arat the rerultrug conelusion and reortrng In addatiort prepafing and

nndementang these nianual workarounds would reawe igmficant IT work and would

u1timatey distract and delay the fkms respective IT groups as well as their compliance

personnel ftorn their primary goal ot IT InlegratioLt and strict eomphanee with the rules

in the neatthn

ThcfoUowiig are some of tbeIT issues that inusthe resolved before the

successful nitegranon of the MSSB data inxi the Morgan Stanley and Citigroup IT

formonitingatisclosuresrpóses

saetaIi iue For many securities there is no

common mternatinnd security identifier This is particithuly the ease for

structured products and derivatives where the linkage between the

denvatwe and an underlyreg listed security may iuiedto be manually

established to ensurC that fisaggregate ptisition data is accurate

Morgan Stanley and Cmgroup use different methods of identifying these

securities in their respective databases As resutt there will be

discrepancies if the position data ts integrated pretnathreiy To resolve

thislsstie atranstation table t.becrittedtô elinihtate the

discnpancies before the Contributed l3usmesses position data may be

inibined The
peaces of creating sueb eamaping.iç.releyaat

data from Citigroups systems to Morgan Shirleys and vice versa will

bet necoristirn ing and diffle iii

Data Model tfThrences Morgan Stanley and ittUP
data itibdØls and ultimately.capture their position data differently

MorÆnStÆnleyand Citigroup.are working together to find aeoinman

data model in order toprocessthe positlonstogether. Each IT system

colletsdiffrent.infonnatkin about customer accounts and even where

they collect the same infonuatiou they may do so differently

complicating efibits to determine which data should be included in

reports and hOwIttshOuidbc calculated of

popuiating l3D 13Ff and FrtwSL

Lsglsties foThrJng the Data Due these iiMtyMthedata

Morgan Stanley and Citagroup must agree on seCul way to transfer and

wseeross-firmiafenn ittoensuethatconfiderliØljnftuuation

is not disclosed Although Morgan Stanley and Citigroqp have different

too1savailab1e to dotbis.theymiist agree.upon standar4stobe

implemented on both sides in order tbegin automatedtransmissions in

Cdntial niThiquened by MSSC Mo5an Stanley and Qtigmup 1015
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secure manner This effort can take tune if one of the parties needs to

qiaitLiiiSaftI new tools der support therequiremeiit

As rioted above the pa .nspt.theevariôus IT incegrittiÆn issuós to IeSÔh1ed

gradually over few rnonths with goal Of cotnplete.integration by September 3O 2009

ToySautirn

PinaUy almost notably the proposal 1b1Legal Day Oi is only inpóray
solutwn proposed rn the mterest of providing market tmnspareney under difficuft

umstaiees is 9ç1 petiuatient and is merely meant to bnde the reporting gapiintti

the Intettlo1ussues forthe IT systertis that ate reldant to position rpornn are

resolved With respect toihe Morgan Stariley Paities this nury be ty Legat Day One but

could extend rmtil ptember 30 2009 and with respect to the Citigroup Parties and

MSSI3 dus is expected to be by September 30 2009 Each of the Morgan Stanley

Parties the
Citigroup Parties and MSSB wilE momtor and report ul compliance with the

rules as wrItten as soon as such patty has the.independent capability to doso or shortly

thereafter As noted above either Morgan Stanley or Citigroup may be in position to

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

than MSSB in this ease the party that is able to begin reporting without reUef earlier will

inform the Staff in writing aeordmgJy In addition when MSSII begins reporting on

spa.rate.baSis will also iliform the St wiring etdiUgly

YL Coæclusipu

In conclusion MSSB the Morgan Stanky Pa ies and the Citigroup Parties

request that the Staff of theDivisieitnf oration Finance andtheEDivision Of

Investment Management eontirei that they would not recommend the Commissionthat

it take enforcement action against MSSB the Morgan Stanley Partre or the Citigroup

Parties under Section 13 and Section 16 and Rule 0a-3T if they temporarily report

positions on ttte basis described abovØ

.Vfl CwfldàtjidTrneniRequest

As of the date of this letter the parties have iiot puhla4y disclosed certain

information contained herein including their expectations regarding the closing date of

the transaction Public avadability ofthis tnformatin oukl hv adverse consequences

fbr the parties Por exampin an unexpected delay in the closing cocld be Intrpreted by

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

venture when none in fact exist Accordingly notice of this letter is also being sent to

the Office of Freedom of Inforination and Privacy Act Operations of the Commission
and we respectfully request that the Comumasuon accord confidelufal treatment to this

rOquest and response frOm the Stail thereto pursuant to.7 CF1..200.8

qstd byMBModctigmp.et9bngrni Ml 3O252iiOU
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until thc.Łarlier 01i thoClosingDate and.ii the dae th iS .l20daysfrotnihtiatof

the Stafsresponse.tethi letter.

Please contact Laurie Cerveny oflingham MeCutchen LLP at 6179514527
MischaTraversofflavls Polk WidiiŁllM.6507522Ul4 the iiædSigned at the

above phoncnumberto discuss Ænçy questions or cotnmentsto this letter

Sincerejy ours

John

cc Micheili .0 chikoff Morgan Stanley

Anne Cooney Morgan Stanley

Rose4imeJkichter Morgan Stanley

Denrnne lIullard Morgan Stanley

Joycu KrametMŁrgM Stapley

Michelle Wdke Morgan Stasley

Neal Sullivan l3tnghain McCutthen LISP

Wofl13 IamMth LISP

Hardy Cailcot Ringham Mecutchen LISP

.LaurieCpn çpy Waghapi dcCulehen LISP

Karyn PolÆkCittigtoip Inc
All Karshan .Ckigthup lne
Lanny Schwartz Davis Polk Wardwell

Mileha Trvc. Davis Polk 4Warthvcil
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