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Dear Mr Utzschneider

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

Corporation Finance and the Division of Investment Management with regard to your

request for temporary no-action relief Our response is attached to the enclosed

photocopy of your letter to avoid having to recite or summarize the facts presented in

your letter Capitalized terms in this letter have the same meaning as in your letter

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 13d 13g and

16a of the Exchange Act Based on the facts and representations in your letter but

without necessarily concuning 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



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 Oa-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 3F reports and Form SH reports respectively

in the manner set forth in your May 29 2009 letter

We have considered your request for confidential treatmerit 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 foregoingno-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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Be Morgan St ySnith Barney 1eques for NoAetion Posithm

Section 13 and Sectiwi 16 and.RIe IOa-3T

Ladies and Gentlemen

Jetter contains cc
iwrcquests

fo mporary relief behalf of Migan

Stanley Smith Barney LLC and its two uttuttate parcnts Morgan Stanley

and together with itaffihato other than Holdings as defined

beIow MSSB and other diteot and indirect subsidiaries of Floldings the gg
taWev Parties and Citigroup Inc Vitigroup and together with its affiliates other

than HMings MSSB and other dfreta indirect sabsidiariei of Holdings the

ilhtti Specifically the purpose of this letter tato request that the Staff

the lJfof the Thvision otcorporation Frnance and the Division of Investment

Management rif the Secoriths and Exchange Cqmrnission the Coinmisskm or the

coifiir that thaywouiduot recommend totheCoththssioa that ittÆke

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

under Section 13 and Section 16 of the Secuntie ExchangeAct of 1934 the Lihng

As discussed fu erllow the buiinesses being contributed to the joint ventures Will

include certain non-U.S affiliates which will be separate subsidiariesot Holdings as
dfbied below For purposes of this discussion MSSB will include Holdings and such

affiliates notwithstandmg the fact That such affiliates technically will he separate

subsidiaries of Holdings.
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and Rule lOa3T thereunder if MSSI3 the Morgan Stanley Parties and .e
chigrop Patles.temporariIy report positions on the basis described bebw

With iiecóssary background Patl hikttetpmvid..a

summary of the partie respectwe repothngbbgationt autthe relief requestet Part

provides an overvw of the tbrmatiôi and tructute of MSS Part Ill provides

dicussun oldie management and structure of MSS8 expected to he in place on the

closthg althe transaction Part IV provides temporary proposat far innioirlng and

reporting under Sections 13 and ItS and on arm SH assuming the requested rcheffroin

the taffls granted and summarizes the intentions for such momtorxng and reporting

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

requested relief

verview of Reqiured Reporting and Reiucsted Rehef

ReqrwedRepothngAt fLga1 Day Oiw AlsenRe1tef

discussed more fbtly in this letter Morgan Stanley and Citgroup will inthally

indirectly own and 49% respectively of MSSt3 and each will have certain board

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

bheves that under Section 13 and Section 14 as of Legal Day One as defined below
and aben1 rebel it would be required to either aggregate socuntics beneficially owned by

it with securities bneficialIy owned by all of MSSB or to unplement appropriate

rnbrmatuon barriers toallow it to disaggregate finm MSSB lbr these purposes in
accordance with the SECs disaggregation guidance in its Release No 3439538 January

12 19911 including the use of infirtntio barriers the Dusaggregatton Guidance
Absent elief on Legal Day One MSS would be required touepartteIy Cpdu the

securities it benficiiatiy owns Also on Legal Day One arebertheri çacli of

Morgan Stanley Cthgroup5 and MSSB would he required to report on Potins LW and SEt

Wenote.thatin many hisiances where .MSSI3 may haven reportingrequremcnt if may
report jointly with ine or more its.parent

iEath of Morgan Stanley and Cthgroup currently files one Farm 13F and ne Form Sit

repoutforall It.afflliated entities

5alu ii Cdi
Co4LtiiTàaØquSnd.by M$Si3MärgthSuanly ndQtànnO2
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.positlcns with $t bs tiÆovetWhieb.ft respeth1yhàs .iest cut

or in which it has reportable short position o1ngages in areportnble short transaction

or iiMorgan Stanley wouj4 berequzre4 to aggregate and reportsecuritte over w1ub it

has utvestinent deretion or in which it has iportahle short position orenaes in

reportable short tmnsaction with all secuntie over which MS1 h4s investment

discretion or rn whkh ithasa reportable short position or engages in reportable short

tniasation and Caigrotp would report separately only the securities over which it has

investment discretmon or in whIch it has reportable short position or engages in

reportableshort transaction

Requested Rithef- Legal Iy One Throzh he Applicable Relief hrwd
as def ned below

The parties request relief sttch hal with reect to the Motgan StanleParttes

and the Citigroup arties uinil the earlier cifl the date on which Morgan Stanley

Citigroup as the case may be can 4saijgregate mis jxlsitton monitoringor rqtortmg from
or aggregate its position monitoring and reportIng with MSSB in each i.aseeonsistent

with the
reporting method dcscnhed in Patti belovor September 3O 20O9 and

with respect to MSSB oittti the earlier ofl the dte on which each ot Morgan Stanley

nd Citigroup can disaggregate its position mamtonng and
reporting from MSSB or

September 30 2009 in each oas such peiiod is referred to as the applicable EJf
teriod for such party for purposes ot Section 13 and Section 16 reporting

The Morgan $bnley Parties wIfl aggregate airdreportTh securities they

beneikially own outside MSSI3 whh the securities that they would he deemed to

beneticmaflywn within the MS Channel as defIned Moc and niay exclude

the securttsh thatthy wujd bedeenied tbenefkmally vn within the SB
Channel as defined bw
The Citigoup Parties will aggregate and

report thesecuriflØs they beneficially

own outside MSSJI with the securities that they would be deemed to beneficiafly

own within the SB Channel and may exclude the securities that they would be

deemed to beneficially Own withrn the MS Channel and

.14SSI3 will not .separsiy report securities beneficially owned by

The parties also request relief under whtch until the end of the a1tcable Relief Period
for purposefForins ti andSf4

The Morgan Stanley Patties wifl include the securities over which they bave
investment discretion Or in which they have reportable short position or engage

in reportable abort sale with the iecuritte over which the MS Channel has

inestmnent discretion or mwhith it has arepoitable short position or engages in

repartabie short sak aitd may excide the sect ties over which.theSB

iy Mssu Mg 003



May.29.2OO9

Page.4
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During the Citigroup P4ru Reltef Penod the securities held by the SE
Channel will be reported by The Citigmup Parties Dwing such Rehef Period the

Citigroup Parties will rncIuda legend on their Form 13P reports and Fonn SB reports to

mdicat that such reports mclude seviwities held by the SB Channel During the

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

report fOr either the SB Channel or MSSB

ring the Morgan Stntey ParUes Relief Period the seprtr I4i by The

Channel vill be reported by the Morgan Stanley Parties During such RelieIPeriod the

Morgan Stanley Parueswill mehide legmtt on their Form 3F reportaad PnrmSH
reports to indicate that such reports include securities held by The MS Channel

During the Morgan Stanley Parties Post-Relief Period the securities held by
MSSB may be reported hy the Morgan Stanley Parties in which case the Morgan Stanley
Parties will include legend on their Forni hF reports and Form SH reports to indicate

that such reports uiclud sOcunties held by MSSB Under such ircwnstances MSSL3
will submit nOticereports to state that MSSBs reportable securities are included en the

Morgan Stanley Pa$te larm 3P reports and Form SE reports as apphcabló

Jlternattvely durng1heMorgan Stanley Pamc Post-Relief Period the secutities held

by MSSB may he rep6rted by MS13

Therefore no later than October 2009 the Citigroup Parties will not report

onither Fern l3Fqr.Form SIT any securitie.over which .MS$13.has investment

Mc tCI4 LLP Cdcii rreatmenRequorcd by MS MQrg niey ie4CIgrcp -004
Afl3028S0I3

Channel has investment discretion or in which it has reportable short
position

or eagagesin reportable short ak
The Citi ot Parties will ncludeTheseeurites.over which they have

rnvetrnent discretion or inwhich they have reportable short posttkin or engage
in areportableshort sale with the seceritiesoyerhchthe SBCliannJ has

mvestment discretiün pr in which it has reportable short position or engages in

arcportable short s1c and may ecckde the securities over which the MS
Channel has investment dtscretin or in hieh it has reportable short

position

or engages ui teport1e short sale and

Mt3 wtfl ljak notifilftigs to indicate that securities oveç which it has

iwestfltent hscrtlotiorm bieh itba reportable short position or erages in

reportable short sale re inchtded in reports by the Morgan Stanley PItiesand

IthoCitoPatibs



cntion and either the Morg nStanlŁy iósót.M$$Bijhciti Form 13P

and Form 811 all securities over which MSSEI has iwestment dtscretion4 It ts antIcipated

that MSSB will be included as an other included manager on the Morgan Stanley Parties

Form 13F hoklmgi r4ports and Form 511 entrIes reports and MSSI3 will continue to

make notice filings with respect to both Form 13F andForm SHat some point during
calendar year 20.10

Following tire Relief Pewds

Following the applicable partf lelIef1euiod with such period as it rct.rs to the

appiicable party referred to as the Post-Rehef P4 for purposes of Section 13 and

Section 16 reporting

The Morgan Stanley Parties will either aggregate the securities they

beneficially Own outside MSSI3 walt all securities beneficially owned by MSSI3
or implement appropr1aI mfbrinatton barriers to allow them to disaggregate

from MSSB for these purposes ifl accotdanedwith the Disaggregation Guidances

The Citigroup Parties will implement apprtprlae Information bafflers to allow

them to disagreate from M8513 in acordance with the Disaggregation

Gwdaace and accordingIy will report only those securities they beneficially

own outside MSSI3 and

Where required MSSB will parately report the securities it beneficially oWnS
critter irt standaloue flung or ajoint filing with the Morgan Stanley Parties

pursuant to Rule i3d4k or1a.3 applicable

With tepect to Fonts l3F and SF either

The Morgan Staiile Parties the Cingroup Partles and MSSB will separately

report the securities over which they respectively have içivestmcnt discretIon or

has reportable short position or engage in npoiiab1e short sale or

nCCW
Fe$men Rqueiiedby SB Mrga tanic andUngreup O5
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The parties recognize that Form SF wa adopted pursuant to temporaiy rule set to

expire on August 12009 and expect to follow sunilar approach With respect to any

SUCCSOi.nile and/or form

.MorgStan1ey currently expects iii dis eate MSSB but the thning for such

disaggAtion is.unrtaia
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Th Morgan Stthley Parties will.inelude in their reports the.seeurities over which

thy ha investment discretion or in which they have
reportable..sbort position

rengag in Ic short sale and.all securities over which MSSB has

investment crefton or in which it ha reportable short position engages in

reportable short sale and will inclade legend on the front page of such report

totethatinfottnationregarding.MSSB is incliiddlthhi and the

Citigroip Parties will report separately only the securities over which they have

iiw.estiit dietion or in which they.have eportable.short...psition or engagc
ina

rep je short sale

In the case of the second of the two options above MSSB will make notice

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

which it haaIre .bhx.1tion..o engages in acportablesbortälare
included inrepoiby..theMor gautanley Parties

During thepaitie .appt teIieetib4s and Post-Retief Perklsthsecurfties.held

by theSE .Channelæ t3MSIChannl iII atiill4imesbe.subect to jóorth
obligation by at least one of the Morgan Stanley Partiies the Cmgroup Parties and MSSII

IL Description of MSSB..a nd.theThrnsaction Crea1in ISE

MSSB is Delaware hnuted liabiht company formed on Febniar 2009 All

membership interests in MSSI3 are owned by Morgan Stanley Smith Barney Holdings

LLC Delaware Innited habfl4y company 1ildjjjg

floJdings and MSSB werefnnedpurs.uanttoatoint Ven ur tribution and

ormimon Agreement dated as of January 13 2O0 the QflD IA nlPJlf by

and between itlgtbup and Morgan Stanley Pursuant to the Cntnbution Agioement and

ubject to the eotapteuort deThutive limited liability company agreement to be

entered into at the doskig Citigronp and Morgan Stanley have agreetto contribute

eertiieassets.and businesses to MSSB the ntributed Bsitss Wjth ce in

exeeptiotis the Citigniup Contributed l3usineses the SB Channel include Citigroups

retail brokerage dnd Mares business operating under the name Smith Barney in the

United States andAutraliand under th name 4Quihe in the.linited Kingdom Ireland

and the Channel islands With certain eceptions the Morgan Stanley Contributed

Businesses theMIand oflectiveIy with the SB Channel the hgnucif
include Morgan tankys Global Wealth Management business and hsprivate wealth

nianageinent busrnes op worldwide basis In the Untted States the Citigroup

COntributed Hiisinessesare conducted principally witlun Citigroup Global Markets ln
Citigroup suhsidiaty and the Morgan Stanley Contributed llusmesses are

conducted within Morgan Stanley Co incorporated Morgan Stanley

Subsidjart Thprimary business of MSSB will.beretall briikerage and privatewealth

management lthough MSSB through the MS Channel as defined in the paragraph

above will engageina iimitetamount of Section IJ3 eligible principal tra4ing such

.flt4eChu UP
Cethiaatial TnatmernRqtndby MSSliMogn.SiThiy.alCith óup 006
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tradng is ct4 tObe mostly6 for tbepuspoe of fa titatinge omersÆdis expe ted

to represent relatively small
portion

of its overall activthei The institutional busuieses

of.MS and.C3M1 such as underwriting advising on In ersand aequisitions arid

intttutionaI and proprietary trading and underwriting will remam in MS and CGMJ and

areno being confributed to MSSB

It is the intention of Citigroup and Morgan Stanhy that following the e1omg of

the transaction the Contributed l3usinesses currently onduted by CGMI and MS in the

United States will be conducted by MSSB in substantially the same fashion with certain

limited ntodifiations The closiigfthitransaetion iseipected to occur asofMay 31
2009 theQgand June 2009 is the target first day of MSSB qpemuons

MSSWs business wiuI1earried out by approximstey 2G00
financial advisors in the United States ithose registrations will betrausfeited to MSSB
ForLega1 tyOne due tOl.the sizo and cornpl ity.oftheconibinl en tIty.MSSB

intends to make as few changes as posiibleto legacy organitational operational and

supervisory structures as thy cunently exist in COMI and MS Most ciginficantly for

certaiti period of tinie..theUS customers of the SB Channel will continu thiwe their

transactions cleared through andhavö their customer aoimts custodied and carried by
CGMI and customCrs of the MS Channel will coritine to have their transactions

clared tbrQgh and haveithQustoiner accounts custodied and carried by MS As pait

of this elearngfhnctioti tbesen4cesto beprovidedby MSandCGMl will isclüde

cAeanng and settling securities transaettois providing trade confirmations and customer

statements and performing erfam casinenag fuucuon custody viees and related

services number of ftmctions uichidln regulatory compliance and aupervisory areas

will be coordinated and aligned and others will be centralized pursuant te umbrefta

progtms and policies that will ovrlay the legacy progruns and polices of the two
Channels Over time and Ibilowing the parties applicable Relief Priods is expected

thatthe two Channels will be integrated into one operation and that ultimately MSSII

will become fully selfcleariüg and yarid carry itsown custometaioünts

At the close of the transaetion through vanous subsidiaries Morgan Stanley will

own 1% of Holdings ÆndCfigroupwillown49% of Holdings As noted above the

Contributed Businesses will include certain additional non-U affiliates Morgan

The MSChannelernploysa 41111 IlineExedinconie trading.business collectively

the Desk This Desk fl ntainsp ritaryinveOtcv for clienttrade Theilitation and

for prOprietary trulin pn4oses

ànithRirby MsSBMad niçicigp QO
A73O252iffiI3
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Stanley and.Gitigroup alt of whose holdh gs SEC regiat d..cuiities wifl need to be
taiien into account for thonhoringaed rpingIputposes

Holdings will be managed by u.ofdtccxors.consisung offour Morgart

Stanlevdesigncos to Citigroup designees and tho..senior most ope tingexecutive of

JloEdugs subjet to cerunu requirements Board decisions wifl be made or delegated to

Hotdmgs ma agement by utajonty vote provided that each of Morgan Slanle and

Citigroup will haveveto rights with Pc tti cettain rnatters

Morgan Stanley will be provided with certain call tights exercisable following

thethird fourth and fifth anniversaries of the elosing or upon athang in control of

Cthgroup wiich ultimately may grre Morgan Stanley full control of Holdings Cingroup

will be provided certain put rtgbts exercisable upon change iaeontrol of Morgan
Stanley or under certain cIrcumstances following the sixth anniversary of the closing

Both MorganStaniey and Citigroup wifl besnbject.to certain strietioàson transfers of

interests in loldings and on operating acqmrug or holding entities that engage in certain

restrinted burmnesses. .Eath will havó customary regisiration rights lomthe earlierof an

lPQ and theshth anniversary of closing

Prior to and followingtheclosing MSSB wilhiorktoii telthe information

technokiy IT systems for both Chatmeh Due to the massive scale of the joint

venture however creating an integrated IT system from the OMI an4 MS legacy 11

systems will require extensive changes to maltipie systems covering range fbusmes
uses and multiple client commumeations and for some time tbere will be both product
date aud system dissnnce

ifi 4$frt of MSSB

Managenumt ojMS3Ba figDdyOin

As of Legal Day One the MSS3 eancutive managemenvteam ecpected to be
in place Most members of the MSSB executive management team will be employed full

tune ly and wilt provide all ofthew professional services tip MSSL Ifowever in some

uistances certain members of the team will hav additional responsibilities at their

respective legacy employers arleast through the transitIon period James German the

Cbairman.nnd CEO of MSSBwiilcontiiniºjo be an eutiveofMorgan Stanley

Likewise certain other members of MSSB management will retain

responubthties at Morgan Stanley in administrative functions including operations 11
human resoir and legal However iti not currently antIcipated that any ófthese

people wall be involved an directing effecting or recommending transactions in securities

or voting securities on behalf of MSSB or its customers There will be other MSSB
people who may have ongoing responsibilities at Morgan Stanley and/or Who will be

.Caigup ols
A/73O2S28.i3
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involved ju dircthig th voting and inŁtment.f Howeverin light

of the protections to be irnp1eninted See 1ifinmatzotrBixrriers below MSSB and

Morgan Sianley will not share intrmatiOnbouttheir respe eust.uners trading or

their proprietary trading except as necessary to Lndleata the existence of inventory or to

facilitate an MSSB trade In addition in order to satisfy various Financial lndustiy

Regulatory Mthonly reqatrements rgarduig reiewofresearb distributed and

marketing matenais created by MSSB there may be limited number neinpIoyees of

the Citigroup and Morgan Stanle affiliated beoker-dealers who will be dually-registered

with MSSB for certain period Desplte the overlapping respons1bthtiesftltese

mdivtduals during the parties applicable Relief Periods based onithe separate nature

of the twO Channels the two Channels independent processes
lbr making voting and

investment decisions as desenbed further belos and tii certain protections that

Morgan Stanley and Citigmup will implement as described further below voting and

.invOstment deeióinsin the Channels will be.e With
tbe.proposalfbr

monitoring audØporn.d ing the iesapplicable Relief Periods

imegration Efibrlswiaze-JT .M entsnd Qifter

As disoussed further herehi the integration of the IT systems is very extensive

and difficult undertaking that will take months to eoniplee Likewise integrating the

two Channels emptoyees facilities and other systems will be challenging Physical

space will be .integtated alter Legal Day One only as teases epin.and.iho besteess

rationale favors combining fiicthties Systems ether than the iT systems will be

integrated only as necessary to appropriately account for MSSBs operations Executive

nianagenlent of bISSE ill share space in Westchester County New York as of Legal

Day One However gerterally employees will ContinuC to work in the offices in which

they currently work and on the sstemin on which they currently work The tntegraton

process will be gradual and will take 224 months to complete With lw exceptions

the end of the Relief Periods for both
parties the two Channels llcontinue to

operate independenfly.

tkgdJntmen SrItorisfirMSS8 Thwing.the erIi4s

ing and.invetwentDjretion Within thçjvtCbannel

Wi bin the MS Channel the methodology for voting amdinvestment decisions is

asfows
4oun over which the ne/.JdiretioIiiJty

authority MS Channel rpresentatives make independent investment

decisions for customer aizounsover which they have been granted

discretionary authority by the customer These decisions are made

independently by the representatives themselves and are not coordinated

sarong the repres tatives MS Channel represeutaiives do nOtmtke

LU
Cli4tiaTratmcn tRcq by MSSB Mogie Sun1mdmup.tlO9
A173025211013
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voting decisions withrespect to discretionary customer accounts

Rather the MS Channel transfers discretionary otnig authority to third

party proy advisoiy Finns g.RiskMetrics which vote the securities

in 1PStsflCSU1 MS
Channól voting committee may override the proxy advisory thm

voting

recommendation or make the vo 4eisjon when the pro.edviojy
finn has no jinenditjon Thiii sante process appUesto non

discretionary customer accounts where the customer rcquests that the MS
Chzinn4 as client service .inatter vote .prodes on behalf of the

customer

Ma
Channel is tiOi granted discretionary authonty oer tlnrd.party managed
accoun tsiithtespetto investtntcopsotvotiti RathCt

MS Channel customers grant voting and investment discretion to the

tbirdparty managor of fhaccount .ccrdingly the third-party manager

makes voting and investment disions for the custouiersin these

managed accounts

ndnveenLQrettonwtthin thB Channel

Within the SB Channei the methodology .forvoting and investment decisions iimikir

Fore rneracaunts aver 30 fike.SB Channel hadreiionrry
aithoWy TheS13 Chanu .h.parsomiel who develop secr aication

targets which-are then shared with individial flnncIaI advisors or are

incorporated inte tnvostment advisoty accounts Eon nostthscretonary

aeGountathefiheneiaIadisons.maknvesment4ioestilde4-bythe
recominendatroits of

Citigroup research For mvetdieni advisory

programs which include asset allocation teatures the financial advisors

assist clients in choosing an asset allocation model which is conptised of

mutual fbnds exchange-traded funds or separately mmed
accounts managed by third party manager in sonic cases the

fhuuiciai.advisors..may elioosesucbmutttal fundsE1Fs orseparately

managed accounts SB Channel neral1y makes voting dºcisióus

fr euston ers.ac rtlftig to the recoinnendations of third-jianty proxy

advisoiy firms RiskMetrtcs In relatively mali number of cases

she uch firms havc conflicts or therwise inbk .pmvidC

reeotun.ndatiens vting decisions are made by committee of

eEnplqees of the SB Channel

For Snnth$arirey hfd-ptrtj daccowripiograrns The 513

Channel
dckgatesthe.discretionary authority that iti.grautód by the

Cofldrn MSstiMtgan 5tan1y nidCftigrcM 0t1O

A/73028280..13
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cumes.taith-pÆrty mÆtagors who jfl flj flv$ftflt

decisions fórtheôutomersin these mane accounts

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

vtüigandnvesuuent decisions and where their owrepentatiesaractually

eerctsrng di5crØtronaiy authority these decisions are based on independent factors

These processes will generally stay in place through the parties applicable Rehet Penods

and combined with the other facts set forth in this 1etter minimize concerns regarding

the sharing of mformation and coordinated mvenient and voting decisions While

employees of each Channel at the senior levels may interact from time to tune

an othgdciMiw art. nt .th woul4nt becoordipat ertatthiseveL

BanMr

Legal.Day On MSSB Morgan Stanley CitIgroupwill

maintain information barriers to protect their respective customers tradrng mfonnation

Morgan Statiley and Cittgroupwillnot.share information their4ustôthers trading

with MSSB nor will they share with MSSB infonnation about their
proprietary trading

except as necessary to indicate the existence of mventoiy or to facilitate an MSSB
trade MSSB will not share information with Morgan Stanley or Citigroup about its

trading except as necessary to eeciite trade through MS or COMI Morgan Stanley

and Ciugroup withiot share information about their pending Investment banking or

mergers and acquisitions fransactions with M$SB except to the extent MSSI3 is

pastcipatmg with one or both finns iii distribution securities or aLnecessaly to

enfoite statunny tradugistrictions suth as the tender offer rules Although

MSSI3 writ not maintain formal information barriers between the MS Channel and the SB
Channel we note that during the parties applicable Relief Perapds registered

representatives in the 513 Channel will not have computer systems access to customer

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

the MS Channel will ot have computer systems access to customer positIons and trading

iüformation in the $13 Channel During the parties applicable ReliefPeriods customer

tradesin the M.ChAwteiwil1 be cleared Thràugh and ctistodied at MS idcustomer
trades in the SB Channel will be cleared through and custodied at CQML As result

Mtwgatt $ianlcy and Crugroup believe that it is unlikely that regtster4representatrves

and cUstomers in the two separate Channels will have any practical ability to coordinate

tradingntseeurities

In addition to the inlbrmation barriers described above for variety of legal and

compliance reasons Citigroup will implement information barriers between it and MSSB
on egal Da One designed to permit the positions and activities of MSSB and Citigroup

not to beatrributed to one.auother for thopwosesofSeetions 13and 16 and Rule 14Ł5
in accordance with the Dsaggregation guidance However even though Citigroup will

have theseinforruation barners in place on Legal Day One bauseCitigrotqwilInot

nauntmenquiby MSSBMormStan1ey a4Citirup-OOi1
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have completed its IT integration effoft ft.WiII nOt ho in jjjjfle benºfióial

qwnership and similar reports ott Legal DOie that disaggregate MSSB

IV Teniporni-vFrgnosa for Lo Dat Ofle.for Montothi and Repoæin
UoIdinshtSEC-RisteredSeujtlcsiJjt4er S1CtIOHS.I13 aIRI 16.aUd 01
Form Sfl.and Intntimi$fótSuch Monitorlnt and..Reportina.orfte.Post

E.eliefPerlodi

Propoa1 for .Tempory Relief

Dining th apphcbl RebePeric4 the Morgan Stanley Parties an4 the

Citigrotp Fames as npphcable wilt itime the petive current position ffiomtorntg

ond rporfing incIudiæ.OfYbenofóiâtownershipand ofauritles wer which theyhÆve

investmCnt discretion p1cies procedures and practices tiach of the Morgan Stanky

Parties.and the Citigrqup Parties will aggregate tM securities managed andlor

benIfiallyond by the portion of MSSI3 that was contribUted by such.party That is

tb4lvtorgan Süiniey Parties will include in their monitoring àftd reporting the MS
Channel and the Citigroup Parties ill tni.Aude in thetrrnouitormg and reporting the SB

Chapn1 TheMS Channel is ent1y monitored and reported on an aggregated basis

with..MS and the SB iannel is untnty1 torUdaiid reported an an tg gatod basis

with Citigrimp There are dedicated groups tbreaeh parent charged with irtonitodug and

rporttrgits positions and these groups will continue to do such monitoring and reporting

fr eaeb parents respectwt Channel during such parlysappIzeable Rehef Period

Dwing the part1e applicable Relief Periods MSSB will not report separately any

ecutiUesrficia11y..æedbyit

hi the event that either the Morgan Stanley Patties or the Citigroup Parties are

required to file any reports during their appIiiable Relief PeriOd on Schedule 131 or

Schedule 130 or under Section 16 the relevant Parties will add footnote disclosure

disclosing their relationship with M$B In addition during their applicable Relief

Per.iod Once either the Moigan Stanley Parties Or the Citigioup Parties determine that

reportable threshold has been exceeded by steh parties arid their respective Channel such

parties will include in such ftotnote disclosure the portion of The holdrnga that Is

attributahlcto MSSB ..B way of example theC itigtoup.P ins weretofika

7We.notethat whilethis information can be4etermined manuailyby each party with

respectia an individual security for which reporting threshold has been eXceeded and

filing is being made neither party currently has theabilitytô..m nitor onan ongOingatid

ptnote Continued oaNt.Page

alT IR tcd MS MoganStan1ey andCitiglThiOOi2

AIO2525O13
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Schedule 13G .tA.rport.the benefrial ownership of security whleh on an aggregated

basis with the SJ3 Channel exceeds reportable threbold they woul4 include footnote

disclosure rndicating that Cittgrup owns 49% of MSS13 and that the portion of the

securtybeneiatlyodby MSSBi5dIsecurities

Ffl the any no pose .that ohe
Morgan Stanley artles and the ótigroup Parties wll contrnue their respective reporting

with raspt rite iehthy.h investtno etleti.ôr whIch They

have reportable short position or have engaged in reportable short sate and

accordmgty will aggrgae with and include in their reports the secunties and

transactions in their respeetrve Channel The parties will ineiude legends in such reports

consistent with thOsedo med in Part LB above

f.1ods

Given their enWsysttnis and resjective levels of ownetship in MSSI
Morgan Stanley and Citig-oup have different timetablei for resolvmsthew respective IT

challenges in order to he ma position to aggregate with MSSI3 and eventually

disaggregate MSSI3 in içcixdance with the Disaggregation Guidance Morgan Stanley

maybe able iocompletc eiraposition moni nandteptWtiyste with

MSSB on Legal Day One but in any event expects to be able to do so ito later than

Septenther3O2009andwill 4isaggregate MSSB in.accordancc with the .Disagregation

iuidance at some póütbbe determined after that date Citigroup expects to be able to

completely aggregate and disaggregate in accordance with the thsaggregation Guidance
its position itnpitor and.reportingsysteni from MSSB byptónbe302

Footnote continued Previous Page.

daily bats the securities held by the portion of MSSI3 coirtnhuted by the other partym
order to determine whether reporting threshold has been reached on an aggregated

basis Se 7TChailenge.i in Part below

Thparties reegnize.that lonrtSHwas adopted pursuant..to temporary rule setto

expire on August 2009 and expect to follow similarapproach with respect to any

successor nile and/or fonn.

9Witb respect to this anticipated timing Morgan Stanley is currently receiving daily test

feed from Citigroup whiŁh reports positions in $eeuniftes within the J3 Channót Morgan

Stanleyis inth cessofadaptiugits IT systernstotead thisfeedattdtcaggregat ethØ

Footnote Continued on Next Page

Confidential Tr ent qvetedby MSS13MogÆStanley aedCiigôtp- 0e13
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Accordingly the parties reqnest that the Staff gthttinioraty relief to allow each.ôf the

Morgan Stanley Parties the Citigroup Parties and MSSS to report positions on the basis

scribc4 above in Jrop4for Tmporaiy qJdursg the apphcabl Relief Period

tither Morgan Stanky or Citigtotip may be in poiition to begin reporting on basis

which no lorger eqnires re1if carliei than the tber party mthi case the party that is

able to begin reporting without rebel earlier will inform the StafF in writing accordingly

SariywheuitherpartybnadsaggregatinMSSB In necordänce tli the

Disaggregation Guidance which may be before or after the other party it will inform the

Siaff in writing accordingly

InIentionfor PeiifPeroh

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

Citigroup IT systems the pae ilib the abilitto-comply with Sections 13 and 16

and Rule lOa.3T and to monitor and rert then respeetjve ownerahip positions

independently The parttes expect this will occur no later than September 302009 Each

party oul4 report deribad in Patt LCabOeunder Follawiig the Relkfeiiod

As of Sp her 30 12009 .Cit igrotip prcsto disaggregate MSSI3 lip

accordance with the Disaggregation Gutdance for purposes of monitoring and reporting

interests At future date to be determmed Morgan Stanley expects to disaggregate

MSSB in accordance witlithe Disagegatioii Guidance for Purposes of Eiionitóring and

reporting intereSts These structures will ensure that MSSB is operating as separate

entity from an investment perspective and is making independent investnw$ voting

disposition and other ownership dedioæs Attht thee httbrmation barrirs

p1icics and procedures ar lilly Implemented the IT capability will eust such that

curate ymop1og.adepqrtInmay.b.nefor MSBownpositons

Rationac RequesteliRel jet

positionliifornthtion with its own position informatibu and that of the MS ChÆnnL

Citigroup is similarly reeerwng testfeed from Morgan Stanly winch wilt enable it to

report pitions in securities within the MS Channel The implementation of these Ibods

is in progress and will be completed by the end of the partIes applicable RelifPenods

at whrch time the positions within the two Channe1 of MSSI3 will itiso be able to be

combined fkm an IT perspect b/n

by M$SRMgan $.y andCitigi4 00i4hiwrn
Ai73O2S5Q13
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the fol ngatg meats suppOrt the request for lief

BueFcwedon Agehcy RafJer Than Pmcipa1 Tradjn

Because Cthgroup is not eontnbutmg principal tradmg bnmess to MSSB and

Morgan Stanley is conlributmg just small pnncipal trading business the primaiy
business of MSSB will be retail brokerage and private wealth management and the

majority of positions are in oustomer accounts the majority of which are Iton

discretionai Although.MSSB will engage in litnitØdantount of ptiilpaJ

expected to be for the purpose of titeditating customers such trading expected to

represent relatively smaflpprtion of its oerall activities As siiIt Morpu Stanley

and Citigroup expect that on its owns MSSB will rarely ifever teach repoitabt

thresholdslofse witie nrahip at the .earlytages óithóbusiEtess

tithe requested relief is granted each of Morgan Stanley and Citigrotip will

continue to aggregate and include securities managed and/or benefeiaily owned by its

respcttiveChannolith securities it manages and1r bOæefiCially own
even though the proposed structure may in part be inconsistent with the strict

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

behind these requirements The proposal will
teniporatiyfulfitlthetilatoz.yohjectivas

for accurate infonnatio in the marketplace to the extent applicable thresholds may be

exceçe

FTthPUd.O1/iVS

Absent the requested rclttf it is possible that the transaction will notb able to

close wuit the TI systems are developed to permn aggregation and asappbcable

disaggregation of information required to be disclosed itowever the Importance of the

swift and succssfu1 completion of the JOInt venture in the cuncnt market environment

cannot be underestimated We believe that the monitoring and reporting thalleuges faced

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

tbat give hereasonable altettativerepOrthig posaI cant ihedin this letter the

balance of public interest weighs in favor of granting the Lunited and temporary requested

reId whhon wbeli the ing oft rsaction would have to bedelayetE
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Firsts the ewTent.tinanciat crisis easpe il neeiforugency 10 cIosethe

joint enture transaction The transaction wifl prowde certainty at time when investor

confusion is rife and.confidencc ls.low Custmers.ofthetwo firms would be provided

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

firndantentai questions of whom theycan rust with their finances and turn to for adviçe

Second the joint venture strticture proposed itigroup and Morgan Stanley is

unusnal Most transactions rnvolving changes of ownership bmkr dealer are simple

acquisitions not requiring the merger of tw ratiul peraUons with oxigoutg arrangements

with two legae .yThns mse engoing geatett with the legyfi tC te specIal

complications in complyn with Sections 13 and 16 ffid Rule 1OaT and others for

which we are seeking separate relieO Moreover the harIxig legacy fitm ownership

data that is required topertbrin this iggegntton raises sigmficanrongoing buamcs

ecmeeths for the legacy tirmbusinesses that are not contributed to MSSI3 particularly

for Citigroup which des not have management cotflrol over MSSB Not only do these

unique monitoring and reporting haUenges not arise in most transactions as discussed

fuilhcr in thc next paragraph they also are mote challengmgxn this transaction than the

istiesinorà commonly raisc

Third the scale.oftlte.jqint venture is unusually large touching more than

mUlionenstomer accounts andcreat gtechrtokgicul chaIlengesof hnmense scOpe

MSSB Morgan Stanley and Citigroup to repond to the resu1tindislo5ure chalenges

they must make extunsive changes to multiple systems covering range of monitoring

and business uses Given their scale temporary manna fixes to address these problems

are notpractieable and would not resultin accurate rutalion being EOonsistently

provided in timek manner the public The scope of these systems cluinges is perhaps

unprecedented for ii combination of retail operations

Foorth de pile the ign ificant challeng oseby the seopeof these systeths

changes MSSB Morgan Stanley and Citigroup are onimitted to implementing the

changes in timely and comprehensive manner Therefore the requesterelief is to last

only br the relatively short intenni pertoL until such implementation IS coinpletc so that

customerS and

IC
See SEC NO-Acfioir LqIij JfrMqjy QOŁ rn .zt chat ge Actctkm .13d

1ieporung daiedDecembrr J0 2008 which was granted in part based on the United

Khigdoms.goveiiunents.iespense to the international financial crisis.

CodeiäiTreantRiqtódbyM$SJ3
A173t12i8tlJ3
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tratisaction as oon as possible The requested rllcfwiJI allow the partkstclose the

trnnsaetton more quickly and is appropnate and in the public rnteret gien di current

tinaclal rnarketturnioik

In.viev of the ns of the joint vent thInSatIOU the scale ofthe

jomt venture the massive resuItng ysteins changes di urgent need to provide certamty

to iustoniers an4 the tunncnl in the financial markets we bebeve that it should be

possible fot the Staff to provide relief in this situation without eteanng precedent that

ma be used by others where the cxient rcumstances prescnthere do not exist

Moreover we behave that the proision of relief in this circumstance will benefit

investors and the public and will not be contrary to the Commission investor protection

mandate

Regimes

EaebdfMiçcan Staid ya Citigioup issubject to disclosure of interest re

gJobaiy witheach having its on requirententsan4siandards for global monitoringiind

reporting Accordingly monitoring and reporting on giobal level wilt require an IT

system that will .ff iv ona bath and Implementing this..systcm will

taktime.

IT Chcdkiges

Front practica L.siandpoint it may be dIffiCUlt for Morgan Stanley and Citigroup

to resolve the IT integration ehaltenges prior to immediately after closing the

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

Legal Day One other than what is proposed As noted above there will be sigmifeant

woik involved in integrating
the MSB data into two companies IT systems and me

meantime there will bestibstimtiat product data and system sQnane That said the

two finns are making diligtt effOrts and have project teams in place to achieve suffcieat

IT integration as soon as practicable to be able to comply with disclsute regtdations and

maintain the confidentiality of sensitrve ownerslup data withotit needing to implement

onerous manual solutions To date each of MS and Citigreup hae exchanged data feeds

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

parties arC workingwith these feeds as describCdinINtite aiwe However the parties

expect the integration issues for the IT systems that are relevant to position reporting to

be tesolved gradually over fiw mouths with goal of complete integration by

September 30 2009 ah of the two firms has project plan with clearly defined IT

milestones and goal andwhrch sets out the stepc that have been taken and the steps that

be

Totheextentthatiie ITaystems are not haegrated as necessary to facilitate

.coinptianeebyLega naf wôd atoOnds wOuld be the orilypossIllle

AIIO2S2SQJJ
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However the tnprecedentL scale of.M$S13s brokerage

operations makes such manual workarounds impractical and nny form inaiwal

workar.Qund in two very liuge org tions raises signiticant concerns regarding the

.tehabitityf data and the sultitig COii0alOflSand .rthig in tddItMnpreparIæg.and

unpk3mentmg these manual workarounds would reqwre sigai$icant IT work and would

ultimately distract and delay the firms
respective

IT groups as well as their eamplianee

personnel from their primary goat of IT integration
and strict compliance with the rules

in the.near..tthn

Tiiefoflowlng are some of the.1T issusthat utstbers ived before the

successful integration of the MSSB data into the Morgan $tanky and Citigroup iT

systems fbr monitoringadiselósures.purpóss

es dentification issu Fórnanyseeuritl ethere is no

common rnternatamat security identifier This is particularly the case for

structured products and denvatwes where the linkage between the

derivative and an underlying listed security may needtn be manually

to ensure that firms aggregate position data acctthite

Morgan Stanley and Citigroup use driferent methods of identifying these

securities in their respective databases As result there will be

discrepancies if the position data is integrated prematurely To resolve

this1ste.a translation tahlt MUSt be cre tedtO elbninate the

discrepancies before the Contributed I3usrnesses position data may be

corn iiteC1 Thep css Qfcrating ich atable and tnappizithe.releyant

data flom Citigroupsystems to MorganS1artky and vieera will

blinecoiisuming and ffknit

Data Model flifferenees Morgan Stanley and Citgtoup use different

data mtfldtls and ultimately capture their position data differently

Morgan Stanley and Cthgroup are working together to find emnion

data model order to process the positions together Each IT system

collects differentinformation about customer accounts and even where

they collect the same inlbnuatioii they may do so differently

complicating eflbrts to determine winch data should be included in

reports and hQw it should be calculated particularly for purposes of

populatingScbedulea1301G iorm 13F and.FonnSL

kiles for Transf ngtlme Data Due to the sensitiyityof the data

Morgan Stanley and Citigroup muSt agree on it secure way to transfer and

husecrôss-firminforationtoens thhtceæfideætialinfbnnatión

is not disclosed Ahhouh Morgan Stanley and Citigroup have different

toolsavailable todo this they must agree upozm.standardsiobe

implemented on both sides in order to beg nat atoti traitmissionsin

MSL3M StanleyuldCitigrnuphgLf
AITht1Z525O13
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secure manner This effort can take tuu if one of the parties needs to

acquire and insafl new tools ia.der tosupport these rqflhemen

As risted abv the parties eipet thesariouslT integation Iues tó.be resolvd

grathialty Over few months with gial of complótel integration by September 3.0 2009

Temoiiygntirrn

Finally and most notably the proposal fbr Legal fley One oniy kinpor.asy

solution proposed in the interest of priwkhng market tninsparency under thificuft

cumstarteea It is not permanentand isflterely IneanUo bndgettnreportmg gap until

the 1ntegratiun issues for the IT systeths that ate relevant to position repottm are

resolved With respect tthe Morgan Stanley Parties tins may be by Legal Day One bnt

could extend until September 302009 and with respect to the Cnigroup Parties and

MSS13this.is expectód to..be by Septeniber30 009 Each of he Morgan Stanley

Parties the Cthgronp Parties and MSSB will inoititor and report in coniphance with the

rules as written as sOon as such patty hasthe.independent capability to 4o.so or shortly

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

begin reporting onabasie which doe not require relief eariiet.thait the bther and earlier

than MSSB in this case the party that is able to begm reporting without rebefearher will

lnform the Staff in writing accordingly In addition when MSSO.begins.reporting.On

separatebaals it will Ælinform th Staffiitingaccordin

VL Cunelusiol

In conclusion MSSB the Morgan Stanley Parties and the CtpParties
request that the Staff ofthDhiein of Corporation Finance and the EDi.risintl Of

fnvestment Management confirm that they would not recommend tQ the Commissionthat

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

Parties under Section 13 and Secticu 16 and Rule lOa-3T if they teniporardy report

positions On the basisdecribed bovO

YiL Confidential Tret nentReuuest.

As of the date of this letter the pathes have not publicly diseloscd certain

rnfrmiatton contaiuied herein including theirexpectations regarding the closing date of

the transaction PibIc availability of this information could bav adverse conseqIences

fir the parties For example an unexpected delay in the closing could be mtCrpreted by

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

venture when nmw in fact exist Accordingly anotice of this letter isalsO being sent to

the Office of Freedom of Informatiqn and Privacy Act Operations of the Commission

and we respetfuily request that the Commissionacontreatment to this

request Iaiihiny from theStaff thereto pursuant tQ El C.F.R 20M1

nildeuaI Trtm nU esid by MSSB Mgaii Staniy and Citigmup -0019
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until the batHer 011 thelClo$ingDate and.IQ the dtthat.is 1.2ff da$fSrn the date

the Stilts respQnSC.tQthlS letter

Plea contactLaurie Cerveny ofI3inghamMccutchenLLPat..617 9S.l.4527

iseha Travers of Davis Polk Wardwell at 650752-2014 or the undersigned at the

aboe phone number to discuss any questions ôt eommeæthto this letter

Sincerey yours

John
R4Utischntidor

cc Michelle OrôsthikoffMorganStanley

Anne Cooney Morgan Stanley

Rose-Anne Richter Morgan Stantey

Demiine Buliard Morgan Stanley

Joyce .br.MorgaiiStenl4y

Michelle Wilke Morgan Stanley

.NeaLSuflivanThngbain MeCutchen LLP
Amy KtollQ3inIau1 MeCutbhen LI
llardyOillcott thugham MeCutehen LI
Lauricorveny L3ingharpMpCutchen LU
KarynPoiak caigroupmy
All KaEthan.CitigrOup Inc

Lanny Schwartz Davis Polk Wardwell

.Miha Travers Davis Polk Wardwell

CoxfeiiaTrmetnitcquaSby MSSELIMorwID .$tanhyndCthgrotOO

Mcbe .LLW
A/73G2528ii3


