e DC,

SECURITIES AND EXCHANGE COMMISSION 9»&9
WASHINGTON. D.C. 20549

' .o 20 > “

and the Division of Investment Manag

D

W
e T P> §/

Re: ' Morgan Stanley Smith Barney LLC Public / /
?Morgan Stanley Availability: 5 0? ? M/ﬂ?

} Citigroup Inc.

Dear Mr. Utzschneider:

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

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

e The Morgan Stanley Parties aggregate and report the securities they
- beneficially own outside MSSB with the securities that they would be deemed
S to beneficially own within the MS Channel (with footnote disclosure reporting
f 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



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, respectlvely,
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
Chief Counsel and Associate Director A53001ate Dlrector
Division of Corporation Finance Division of Investment Management

The relief granted in this letter relates only to the Morgan Stanley Pames the Cmgroup
Parties and MSSB.
: 2
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17.C.F.R. 200.81

John R. Utzschnéider

johnatzschneider@bingham.com.

. Mayi 29,2009

ﬂM& "Mmgemem
Chief Counsel

Re:  Morgan Stanley Smith Barney « Request for No-Action Pesition -
Section 13.and Section 16 and Rule 102-3T

Ladies atid Gentlemen:

? As discussed further below, the businesses being contributed to the joint ventures wxll
include certain non-U.S. affiliates: -will be separate subsidiaries of Holdings:

defiried below).. For purposes of this:discussion, “MSSB” will include Holdings an ;such
affiliates notwithstanding the fact that such affiliates technically will be separate
substdmmes -of }{o§dmgs

i roament Requésted by MSSB; Morgan Stanfey and Citigroup 601
Aﬁ%&%ﬁ%& 13
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_;f&ci”} and Riile 19&»«3‘!‘ ﬂmrexmder, if MSSB, the Mergan Staniey Paities andthe
Citig grcup Parties tempt)ran ¥ report. postmms on.the basis descnbed bsiow

o 'mpmmg under Sections 13 and
- the Staffi 1sgranted, am& summariz

;md aissent relief it
xt thi; s&.curz’t;e

Binghan MeC@ahan il i 'rzmmmeqmem MSSB, Morgan gmniey mcmsmuphfm
U hingham.gam ﬁf“’%{}?ﬁ" 3
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* The Morgan S:aniay Parties will include in their reports the securities over ’whxch.
*they have mvcstment dzseretxon or m which they have a reportable shoﬂ: pesxtmn
: : ' ; aii A

W has a regmtabie shc:rt msrtm er engages ina repoftab}e short sale are’
mciuéed in‘reports by the Margan Stanley Parties.

ip. inMSSB are: cmmed 3{1 argan Staniey Smiﬁa Eamfey H@Iﬁmg&
LM; aDelaware limited l:abtizty Compaiiy (%

' 'n_el” ané, : coiigctweiy thh the SB Cha&m&i the ngmg_e_lg")
mckzde Morgdn St;mley sGlobal W
management business:on a-worl
Qﬂnﬁ‘{ﬁﬁwf} Bmmessesar fur;

: &L er;mr MS a Morg s“t&nley o !
suﬁszdrzzzy Thepnmmy bu&messofm B will Be:retail bmkamgean prrvaie weaith :

ahove), will engage Aaflimﬁ;éd amount of Sec on 13 e!agxbie prmcxpai iradmg, such

Confidensial Treatment Redesied by MSSB; Morgar Staalky and Citigeoup - 006

ArT3028280.13
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 CER 20081

trading is expected to be masﬁy“ forthe Wse of facilitating customers and is expwiged_
to re;{:resentra latively small portion of its overall activities. The institutional busifesses

GMI, such as'underwriting, advising on mergérs and acqu;smens, and :
im@iﬁ'xﬁonai and proprietary trading and underwriting, will remaiti in MS and CGMI ané
are-not being contributed 1o MSSB.

Tt is the intention of Cit&gmup md M@rgan Stanley that f&li&%ﬁg the: cicsmg of
the transaction, the Contributed Bus § Ciil Fand the:
United States will be conducted by MSSB in s

hmm:d modzﬁcanms “The cias s of 1

continge to have iherr
S énﬁtﬂd&ﬁd and et .

{ ,ustomer amunts castcxhed and camed by, £
ﬁze sm*vwes m be pmwded by M& aﬁtf C(;MI wxi! mclude A

i?*f@gf‘&ms W policies.the legacy programs and po c&sv )
Channels. Over time; aad voﬁewmg the pa;txes" appl fhie Relief Periods, it is
thatthe two Channels will be: mtegrated into one operation and that uiﬁmately,

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

“hann loys a:full time fixed income (“FI”) trading business (collectiv ly »,
ﬂw gmgkf‘) Th -msk maintains proprietary inventory for client trade facilitation and
for proprietary trading purposes.

idential Treatment Requested by MSSB, Morgsn Stanley and Citigoup: - 067
msmsﬁs{; i3



Binghas Welulihan 19
Binghimicen

Page 8

FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO'17 C.ER200:81

Stanley-and Citigroup, all of whose hioldings in SEC-régistered securrities will need to be
taken into account for monitoting and reporting purposes, ,

Holdings will be managed by 4 board of difectors: mnsistmg of four Morgan -
Stanley designees; two Citigroup designeés and the seafor-most Operating executiveof
Ho(dmgs,- subjectto certain reqmrcments Board decisions will be-made or delegated to-
: ; , provided that each of Morgan Stanley and
Cm_gmnp wﬂl have veto ng{*fts with respect 1o Certain matters:.

Provid le upo a ‘n“e_mwnm M. i’g&i )
ﬁtaniéy, m:, nndercenam circumstamm& foli@wmgiheﬁmh amuf ‘of the clos

gs and on opemtm‘ acquiring or] _mg & itities thgt engage in ertam
r&strmiad ba;smesseﬁ Each will have customary registration rights from the. eariie'r ofan
PO gnd the sixih anniversary of closing: .

Pﬁm o ané faﬂawm ; :zhe c»ic:sm MSSB w;ﬁ wmk‘m integrate the mfmnmran

A Management.of MSSB as of Legal DayOne

Asof Legal Day One, the M&Sﬁ execuwe managemm 'team is :q;ecteﬁ t@ he
mpiac& M&s,_ ; “ﬁersafth@ {88 £ fu

respmssbthﬁéx dorgan Stan 1] hive: fu E ‘
human tesour es_ami icga However, jtis act c%mremiy antmpatadt}mt
wpiew:!i hemveived il d%rectm&%ﬁec‘tﬁx : rmmmendmg Hransacti

OF its N :
peep}e who may. have ongomg responmbdrtws at Morgan;Staniey and/or who will.be

Coslidental Tros
AF73028280.03
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and difficult underta
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‘involved in. darectmg the.voting and. investment of securities at MSSB. Hﬁwe%x n hght
«of the protections to. be implemented (See Information &zrrzers show, nd
:M{)rgan Stan}ey W;H nm*-siaaremfmaﬂon abﬂut cust

tn adcfmcm, i arder o ny vam:ms vfmanmai hac{{zstxy

vaestmém decisions in the twaﬂﬁamels- will be consistait with tize prop!
‘monitoring and reporting during the p

rties” applicable Relief Periods;

B. Litegration Efforis:to Date = 1T, Ma

As diséussed ﬁxrﬁz@r tzea‘ein, the mt&graﬁ

integrated afte Legal y@ne i)liisc"as Ieas% expm md éBu sy
Qnalefamrscemb:f ng facilities. System_ sther than the I T systéms

managmneat ﬁf M 'SS wil
may Gae_ ’_Hmwe:,

Within the MS Channel, the meﬂmdelogy for voting and investment éewxoﬁs 1s

as follows:

*  Forcustomer.acéomnts:over which:the MS. Chamwé Im dmmwmy
autizmty MS Chanae? represeatatwes make

»Cmﬁdenmx! Trcamm Requested } by M&SB - Morgan Stanley and Citigroup - Wy
A&FI028380 15



FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO17CFR 200.81

voting. decisions with réspect to discretionary customer accounts.

Rathér,,the M’S Channel transfers dxssretmna:y vexiﬂg amhanty to. &md«

Zn rare instarices an MS :
g 'mimmy ﬁrm wuag

Cﬁanne! asa c[xexrt service: matter vata psoxxes on behalf of the
customer.

Within the SB Channel; the methodology: for voting and investmient decisions is similar:

»  For casmmer aewanis over: wthzcig gke 53 Cfra;trzei 'ﬁas-dwcw{marﬁf

: ng decisions are: srade by acommitteeof
em;ﬁeyws af the SB Channe§ ’

o ForSmith Burney third-party managed aécowit pr ograms; “The SB
Channel delegates thie discretionary aaﬁmr&ty that it is granted by the

Sighow Meluichen 1P Confidential Treatment Requested by MSSH, Mo
iimgizw;mm mg{g&zgﬁ 13

an Stanley and Citigroup ~ 0610
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-and, ¢onibine other-dacts set
'tlﬁw shartng afmfcnna_ n an' oord tedmvesxm&ﬁt and voti
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO {7 C.F.R 200.81

g A { eczsmm nd where vthe:r own represemax:wes are acmai ly

exercising’ discretionaty ‘authority ; these decisions are based on independent factors.

These processes will: 'eueraﬂy sty in place fhrough the pames apph'cahle Rehaf Pemds:_
: i this letter, mi )

D 'Inﬁrmaffa&: Buarviers,

Cammcncmg atLegal Day One, M8SB, Morgan Stanley and Citigroup wil}

~ maintain information barriers to.protect their respective customers '"imdmg mfamaﬁon'
. Marﬁan Staniey zmd Cxtrgmnp ’smli gotshare: mﬁmﬁaﬂoa abut ﬁw’lf Gustﬁmﬁm ~

traémg

flegal and

on Legal Day One designed to‘periit the positions and activities of MSSB and C‘mgmup

Hotto be attributed to.one-another for the purposes of Sections 13 and: 16 and Rule 14e-5

in:accordance with the: I);saggwgatmn Guidance: However, even though Cmgraug will

‘have these: mfommnqn bamers in place on Legal Day One, because Citigrotup will o ;

sted by MSSB, Morgan Stanley and Citigroup 0011

"mmzs
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FOIA CONFIDENTIAL TREATMENT-REQUESTED PURSUANT TO 17 CF.R200.81

Chmnei and tﬁe t‘lgﬂmp Pames wi El mdmie m t&wu* mmxtormg ané repomng &he SB
Chamel,'}‘h_, { cently tored and 1

: ! f1 5 reporting threshold has been, emeeézd and: a’
i‘;mg s, baemg made, neither part} currenﬂy has the abmty to.monitor; ofi an ofigoing and

(Footnote Contirued on Nm;i’ggﬁg}

Blagham Metuichen 1P L,mmeanal Tmtxmte%y MS

B; Morgen Stanleyand Citigrous - 0012
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANTTO 17 ‘C:F.R 20081

'bchec;uim 1.:(: m mport the: bmﬁcvai ownersh :{)f a secnrzt;y whmh on an aggregated

M ssgma ﬁhas: the pmm ofthe
thie issuer’s outstanding securities.

B. Relief Periods:

disaggr@g«xte )
may be abie to cor

;fs p@smm mmztermg aﬁd mpoﬁ'mg gyswm fram MSSB by September 3& A.{){}Q

(Footnote continued from Previous Page.)

, 2 09 am‘i e&p@ct--tofeﬂmv a snmiaf a;;pmaeh wrfh respect o, any
sucwsser mle and!@x;farm

(Footnote Continued on Next Fage)

Contidential Treatment Kequested by MSSE, Morgan Stanley and Citigroup - 0613
ATIIIBIRG13
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Amordmgty tzhe parﬁes requesi ‘that the S’taﬁ’ grant temporary relief to allow each of the

2 At ¥ futm‘e dam ta be detenﬁ ed, Morgan Staxxley ex;am t@ &isaggwgatc '
MSS‘; naccordmce : ‘she Dtsaggregatren Guxdance fer_pugpbs

(Foothote continued from Previous Page)

pesmexz mformanen wxﬁz zfs own posmm mfarmatmu and ﬁzat ef the MS Channﬁ:l

ted by th ¢ parties” applicable Relief Perio
i thed otChz&umiwf MSSﬁ will ai&o be abie 1o be

.(‘a'sﬁtknﬁai Treatmmi  Requested by MSSB,  Morgan gtaxﬁey am‘v § Citigoup - 001
AMI30233%0.13
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO17-CER 20081

We believe the following arguments support the request for relief:
A Businéss Focused on.dgency Rather Tftm}’rmwpaf Trading

, Because Cmgmup is not contributing a principal trading business to MSSB: and
Morgan Staniey is-contributing j Just & small principal trading business; the primary :

business.of MSSB will be ret bm;_ rage andpmate iiéeatth managememand the.

; requemcms of Seetmn ] and Section 16 mpmp@saf ,sa&xsf‘ es the reguiamry mmmaie
be}nmﬁf ihese req&wewem ’f‘he pr@posai wﬂl fempomiy

'exceeded

: re: p@ssiﬁiy mpreeedéﬁied We aise'b@he;}e” '
ﬂaa@ given the: reasenabie aitemame xepmmg proposai contamed h :

e . e by MSSB, Morgan Staniey and Citigroup - 8015
Wnghaw . com qu}ﬁlgzm 13 e ERIBEE.
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 C.FR 20081

Fzrst, the cure ‘g nane;al ernsxs creares a spec;al need fer nrg&my te close the

ﬁméamentai qnestmns of whom they can trust thh t}le:r ﬁnances and mm 10 for advxce

Seconcg the joint venture stmcmre pmposeé by C:tzgrmp and M@rgan Seaniey 1s
. i olvi ' ; a brok anle:

) ngdnm?s gavmmeat’s mspﬂnsﬁ to the mtemaﬁanal fmancxai crisis.

~Confidential Treaprient Requestad by M&%,Mmgmﬁmmymcmw <pote:
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transaction as soon as possible. The requésted relief will allow the ;:ames to ciose the

transaction more quickly and is appmprzate,,and in the public interest: given the current.
financial market turmoil. _ :

Inview of the uniusual stmcture ef the gmm vemmre transaﬁimm the sca¥e ofthe

inifébtm am:i the ;mbhc and will riot b be cemm:y m ; szﬁmmxssnoﬁ’s mveswr protect:&z
‘mandate:

C. cwrdmarmaf&labaiﬁegulatmazkegimes

fepe itoring and repor jobal ieve! m{l mqmre an I’l‘ :
:sygtam that-will work: effeenﬁeiy -ona glebal bams; and mplementing this systepiwill
‘take time. ;

D. T Chalienges

From a practical standpoint, it may be difficult for Morgan Stanley dnd. Cmgmup

1o resnivevﬁxe T-integration challenges prior to'or immediately. afte:r_ cziesmg the

‘tr_a_v § tchthatﬁxey {7

SB may ﬁ'ectwely momtor

h these feeds:' a8 descrt‘bed in N“ote 9 abﬂve }iowevex; ﬂw pa
aes forthe XT S}&t@m  that are.rt

,compixaﬁée tﬁy Legal ,ay éﬁé ﬁx&nmi w%oiicémimds would b be éxe on?y ;mssxble

- Lonlidensiay Treaiment Requested ¢ By M?;SB, Morgan Stanley and Citigroup = 0017

rm:mm 13
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FOIA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 C.F.R 20081

-'Qrkm'ounds‘ impractical, vand @ay fgn
ﬁarg@ c;rgamzanons raises: sﬂgmﬁcam concerns regaxdmg thee
d the resulting conclusions and repomrzg T addition; preparing and
; iese manual workarouids would require significant IT work and would
u?tzmatcly-d ract and delay the firms’ respective IT groups, as well as their compliance
m their primary goal of [T integration and strict compliance with the rule‘;

in ﬁw edr term
Th .;:'fﬁi&)wmg are some 0 fﬁw i‘i‘ issues that must i)e rewived'f-bcfbrﬁ the ‘
squms f‘ or momtormo an{i chsck)sures purposes

* Se&urmes data i i¢ ; entif camn»;s ues: For matty sez‘:txrmes tizerﬁ isno

éerxv&tzve aad an underiymg ed:securi ».»be.-mamaily
established to ensure that a firm’s. aggegate position data is accurate.
Morgan Stanie:y and Citigroup use different methods of identifying these
securities in their respective d . Asa result, there will be
dascrepanc;es ifthe position data gmteﬁ prematurely. To resolve
this issue, 4 translation table must be created fo eliminate the. '
distrepancics before the Contrib: ‘ed Businesses” position data may be
combined.. The process.of g such and: mappmg the relevant
data-from Cmgmap § systems to g:a;a mi&y, {and vice versay will
be time-consuming and dafﬁcuﬁx

Data-Model Differences: Morgan Stanley and Citigroup-use differeat
data miodels and ultimately capture their position data differently.
Morgan Stanley and Citigroup are working together to find a:common
data model in order to process:the positions: together: Bach IT system
collects different:information about customer: accounts and, even where
thiey cbliect the same informatior 1av do so dlﬁ‘ewnfiy.
complicating efforts to determine which data should be included in
reports and how it should be calculated, particularly for purposes.of
psmﬁatmg Schedules 13D/G, Form 13F and Form SH.

Due w the: sens:iwzty of the data,

? :
xlable 10 dca thts, they must agrec upon smndards i:o‘bxzs
xmmemmted on both sides in.order to begin automated transmissions ina

Binghom Hoburrhan L1P
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FOLA CONFIDENTIAL TREATMENT REQUESTED PURSUANT 0 17 C.ER 20081

secure mamier. ‘This effori can take time if one of the:
acquire and instafl new tools in order to supporé ﬁme mqu !remems

© As noted above; the patties expect these various: 1T integration iSsues o be resofved
gradually over a few months, witha gaa[ of complete integration by September 30, 2009.

E.  Temporary Solution

: ’the proposal for Legal Day--{)ne is oniy a tenqwmry

mation g1 : Act Gﬁeratxcms of the Conmnssmn,
ami we: re&p@c by mq;wstﬁm the -em:m%m accord confidential treatment to this
request and any written response from the Staff thereto pursuant to 17 C.ER. §:200.81

cﬁnﬁéeﬁml Ymtmm Ee@amcd by MSSB. Morgar Stantey: and Citigroup.~ 0019
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FOLA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 C.ER 200,81

abwe phone mmbar o dtscuss amy quesams or commaﬁts to thi& iemr

Sincerely-yours,

John R. ftzschneider

¢er  MichelleOro %haimff Morgan: Stanley)
3 ,1éy)

| hwartz (Davis P
, Mischa Travers (Da,ws _ olk &; Wardweil)

‘ Cam:éiatmai Ty&mmtkcqmd hy &NSB Metgan Stzmis:y and: Cmgmup -ome
Blaghat Meluithan iy ATIRE2R0T3
bighamson.



