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UNITED STATES é_,
SECURITIES AND EXCHANGE COMMISSION 6’22*9'09
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090116 , '
John R. Utzschneider, Esq. MAY 2 9 2009 -
Bingham McCutchen LLP ’ J / %
One Federal Street Washington, DC 20545 gc;":on
Boston, MA 02110-1726 ' Secti
Rule: / 0ﬂ -7 f
Re: !/ Morgan Stanley Smith Barney LLC Public / /
Z Morgan Stanley Availability: ‘{ X7 (200 pd

5 Citigroup Inc.

Dear Mr. Utzschneider:

We are responding to your letter dated May 29, 2009 to the Division of
Corporatlon 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;

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.

/W _ 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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Stamk:y and Cxt:gmnp, all'of whose hoklmgs in 5ﬁc-mgxster&d securities will need to bf: :

taken into account for monitoring and rep

ortifig purposes,

Holdings will be managed by 4 bodrd of directors. consisting of four Morgan
Smiev designees, two Citigroup. de&gnees and the senior-most operating executive of
Hokimgs, subject to certain requirements. Board decisions will be'made or delegated to
loldings™ management by majority vote; proy. at-each oft Mcorgan Stanley-and
Ci group will have veto rights with respect to certain matters.

msEnces, Tobowing the sixtn. anmiversary of t ,ciasmg
B.ﬁ.ﬁ; Mm'gan ;Sﬂtaniey and Citigroup will be subjec:t to-certain restrictions o transfers of
interests in Holdings and on apc}ratm' quiring or hcidmg entities that engage in certain
restricted businesses. Each will have Lustomary wguszmmm rights from the earlier of an
1PO and the sixth amniversary-of cios{mg

| it emiﬂé' er ' Ong .b od. »Jamm {}mman;ihe .
Chairmati and CEOof MSSB, will contmue;m be an executive of Morgan Stanley. '

responsibilities at. Morgan_Stanfey in
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Likewise, certain other members of MSSB managemmt will retain

. .nﬁy antmpated thaf-any of these

ommending transactions i securities
SB.or its. wstmners There will be other: MSSB
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‘Within the MS Chazme;, the methodology for voting and investment. decxsxms 1s
as follows:

* For mimwracwm over wkwiz the MIS C’hame! kas dzscretmnwy
authority:. M8 Ch 'nne} :
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vatmg decisions: with respect fo. d;serei:mxy customer accmmtf;
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accoums, aﬁkctmthsfesm to: mmstment dectszms ar vstmg Rather,

MS Clzann
: .fP ffy mﬂ"lﬁgﬁ
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managed accounts.

Within the SB. Channel, the metﬁedoitxgy’fcrzvaﬁﬁg;zaxié.immmmm:debisicms is'similar:

« Forcustomer gecounts. over whzch fhe Sz‘i C;‘mnnei m. cfcser@twnmy
aafkowf -'aSﬁ antt
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R © SUCH 1 ETPsor se;:amteiy :
managed accoimts ’I‘h’ SB::ChanmI gEneraiiy makes voting, demsnms :
for customets:aceording to the recomimend atzons ﬁf fihlr&”___ fy proxy-

empi@ées of the SB Channei

s For szth Burngy third-party managed accovnt programs: The SB
Channel delegates the discrétionary authority thatit is.granted by the
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customers. to third-party mm&gers, wbo make voting and investment:
fecisions for the-customers in these: manag@d accounts,

As is evident, the two Channels hiave their own separate processes for 1

vetmg and investment decisions and, where their own representatives are acty

exercising drscretxanmy auﬁ‘xanty thiese decisions are-based on indépendent factors.
CSE ProX : erally stay-in place through the parties” apphicable Relief Periods:
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not 10, be attributed to-one another for the purposes of Sections 13 and 16 and Rule 1+
in-accordanice with the Exsaggregatmn Guidance: However, even ﬁmugﬁ Citigroup wﬁi

‘have thesc information barriers in place on Legal Day One, because Citigroup will fiot
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Accmdmgfy, the. pam@s request tha.t the éataff gram temporary reilef to allow.cach of the
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We believe the followingarguments support the request for relief:

A. B&ggexgﬁamed on Agency Rather Than Prmczpm’ demg

Because Citigroup is not contributing a. principal trading business to MSSB: and
Morgan Stanley is contributing just a small principal trading business; the primary
' btxsmess c&f MSSB wxil be mt:azl brcsk,_ rage and prwate-weaiﬁx management and the
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urthers Public Policy. Objectives
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First, the current ﬁnancml crisis creates a special need ft urgency :m clmm@
joint venture transaction.’” Th ion will p
confusion is rife and confidence is.low. ‘Customers.of the' two it “be pr .
assurance of the future structure of their securities firm when-many are mgglmg w:th '
fundamental questmns -of whom they can trust with their finances and turn fo for advxce
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Fourth, despite the signifi icant chal Eenges‘posed an tiw‘sé@p@ ef“ thasedsyst&ns
changcs ‘MSSB, Me :;g_, Stanley and Citi - 1 to .

r Majesty's Government - Exchange Act Section 13¢d) :
10, 2008, which was granted, in part, based on Q Umtcd
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transaction as soon as possible. The requested relief will allow the patt;m to close the
‘transaction more-quickly and is appropriate and in the public interest: giventhe current.
“financial market turmoil.. '

mveswm and the pubiib and wtﬂ not be comrmy to ﬁze Commxss;on 3 mmswr ;xrotecﬁaﬁ
“imandate

C. Coordination.of Global Regulatory Regimes
v Eachiof Morgaﬁ Stzmi"

compliance by Legal Day One, manual x%%orkémmés o b tho oxﬁy pessstﬁe
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vre;}csﬁmgr selutama absem& whef LHawwer the. mzpreceé&meﬁ seaie of M%SB usfbrekerage

v the firms™ : well a thmrcampxmee.
i .pnmry goai o ‘I‘I‘ mﬁegmuon aﬂé striet e@mpkance withi the: rules

"The faiiewmg aresome of the I'T issues: tbat must’ be resolved before'the:
o MSSB data into.the: Morgan Stanley and. (}mgmup It
 disclosures purposes:
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ecure manner. This effort can'take time it one of the parties needs:to
auqmre ami install new: tmls in-arder to-support these requirements;

As noted above; the parties expect these vatious: o mtegration issues o be resofved
gradually over'a few months, ‘with a goal of complete integration by September 30 2009
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-enfor ' , or a;;.
Parties under Sectmn 13 aad Se@mm 16 and Raie 10a-3T if the;s temporanly reperx:
‘positions on the basis déscribed above.
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FOILA CONFIDENTIAL TREATMENT REQUESTED PURSUANT TO 17 C.ER 20081

am:ﬂ the: earimr of: {:) the: Ciesmg Date and (if) the date thst is-120 days from:the.date of-

t Laurie Cerveny of Bingham McCutchen LLP at (617) 951-8527,
Mischa Travers of Davis Polk & Wardwell at (650) 752-2014 or the undersigned at the
above phonenuniber to-discuss.any questions or comments to- this letter.

$im:e{e}}" yours,

Conf‘aéamaf Tmmm Redquested by MSSB. Morgan Stm%ay g Clﬁgm{g: oeze
Haghan Meluithan 1y AlT3RR28G 23
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