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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

Yowhave askedthe Division of Corporation Financefor 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 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



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 lOa-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 of 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 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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Seclion 13 and Section 16 and..Rule lOa-3T
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This ictter ueMsupcra..retiefon behawfMergan

Stanley Smith Barney LLC1Jand its twe uttunate parcritl3 Morgan Stanley

and tother wftliitsaffiuiÆte other thaOHdldins ÆsdefmØd

betow MSS13 and other ditectand indirect subsidiaries of Holdmgs the McKg
$taniey Parties and Citigroup Jpc t1 tQs au4 together with its affiliates other

than gsMSSB and otiterdirectandiudireeti subsMiariàs of Holdings the

Cittgivuijfl Specifically the purpose of this letter is to request that the Staff

the ffof the Division of Corporation Finance and the Division of Investment

Management ofche.Secwities and ExcbangeCommission the mjsjQjor the

1Q eonfirrn.thatth would notreconunendtothe CothmissOn thatittâke

enforcement action against MS$B the Motgan Stanley Parties or the Citigroup Parties

iiner Sect on 13.and..Seeiion 16 of the.Secudtk Exehang of 1934 the Echag

As.4scussó further below the businesses being contributed to the.jointventureswW

inohide certain non4l$ affihiats which will be se e.subsidiariesuf Holdings as

defined bekw Pot purposes of this discOssidn M5S13 will include Holdings and sueh

affiliates notwithstanding the fact That such affiliates technically will be separate

ubsidiaries oiHcldings

A358O1born
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Mx and Rule lOa3T ti reunder if MSSI3 the .Mopn Ekyiesndthe
Citigroup Par emporarfly report positions on thebasis described belo

provide you withnecessaiy background Part ttida
summary of the partie resective reporting obbgations andthe reherequested Part 11

provides an overview of the formatioti atidstrndure of MSSII 1art UI provtdes

discusswn of the management and atructure of M8813 txho be in placou the

closffig of the transaction Part IV provides temporary proposal for moattorlug and

reporting nuder Sections 13 and U5 and on Form Ski assuming the requested relief from

the staff is granted and summarizes the rntention for tich momtortng andiepothng

aIhr the period ftir requested relief has passed Part provides rationak for the

rejlstedntief.

RetjufredReponng As ofLegal bay On AIseniReIef

Aa discussed more fldly this letter Morgan Stanley and
Citigroup will initially

indirectly own 51% and 49% respectively of MSSI3 and each will have certain board

representation and other rights As result4 each of Morgan Stanley and Citigroup

believes that under Section and Section 16 as of Legal Day One as defined below
and absent relief it would be required to either aggregate securities benefIcially owned by

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

InformatIon barriers to allow it to dfsaggregate from MSSI3 for these purposes in
aoordance with the SECs disaggregation guidance in its Release No 34-358 January
12 199 incIudin the use of information barriers the Disaggregatton Guidance
Abaent ro1ief Legal Day One MSSB would be required to separalely report

tlie

securities it beneficially owns Also on Legal EMy One absent rchef edberi3 each of

Morgan Stanley Citlgroup and MSSJ3 would be requind to repoft cii 1uis 13F and SF1

2We note that in many instances ihcre MSSB may have reportiflgrequirem.ontitnuy

.portjointly.with one or olits.pareiits

3Each of Morgan Stanley and Citigrotip currently files one Form l3Fand one Form 511

.repcirt fr all of its affiliated entitIes

cInZLat Rqsir4 by M$Si3iàtgan Staili and igroup-

A/730252S.13
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positiour with
respect to securities Over which it respectrvely has investment discrettn

or in which it has reportabh short position oleigages ir repoctabk short transaction

or Morgan Stanley would be reqiired to aggregate and report securities over which it

has tiVestntebt discretion or Winch has iportable short position or engages in

reportable short transaction with all securities over which MSSB has investment

discretion or in which it has reportble short position or engages in reportable short

ransation and Citigroup would report separately only the securities over which it has

irwestment discretion or in which it has reportable short position or engages in

.reportableshort trnstion.

Requested Relief Legal Aiy One Through the Apphcabk RelwfPeruod

as defined below

The parties request relief such thaç with respect to the Morgan Stanley Partfes

and the Citigroup Parties nan the earlier ofl the dateon which Morgan Stanley or

Citigroup as the case may he can aggregate 1$ position monitoringor reportutg froit

or aggregate its position monitoring ud reporting with MSSB at each case consistent

with the
reporting method described in Part tC belw or September 3O 20 and

with respect to MSSI3 until the earlier of the date on which each of Morgan Stanley

and Citigroup can disaggregate Its position monitoring and
reporting from MS SB or

September30 Q0.Qrieanhcasesuch peiiod is.referred.to as the apphiØabiC Jjçf
Th lOCh for such pary foE pur OfStlon 13 andScction...l6 f1tiæg

The Morgan tanly Parties flaggregate and report the securities they

beneficially osyn outside MSS3 with the securities that they would be cfeemd to

beneficiafly pwn within the.MS Channel as defined below and may exdude
the securities tbattbev would be decEned tobenefleinily wn withur the SB
Channel as defined below
The Citigroup Partie will 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 and may exJude the securities that they would be

deemed to beneficially own withm the MS Channel and

MSSB will nQt separately report securities beneficially owned by it

The parties also request relief under whtcb until the nd of the
applicable

Rehef Period

fttrptpoesqfPormstPandSfi

The Morgan Stanley Parties will me1mde the securities ovl whteh they have

investment discretion Or in which they have reportable sbrt position or engage
in it repprtable short sale with th tids Over which MS..Channel.M

irn estment discretion or in which it has reportable short position or engages in

reportable short sale and may exclude the securities 0% er which th SB

FOIA cCNF1DEIrnAL TkEAThLEWT REUESThfl RSIJANT 1017 C.F.R 2OO8i

cdenwd quested MSSii Morga tanI 4Cgmup 4J93

M3D252ar
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Channel has ótinetdiscretiónor..in hich it hasarepóitabl shàtp sitiou

eigagesin reportable short sale

The Citigroup Parties will include the securities over winch they have

investment discretion or in wlueh they have reportable short position or engage

in reportable short sale with the secuntis over winch the SB Channel has

investment discretion or in which it has reportable sbrt position or engages in

reportable short saIe and may exk1de the seeuritis over which the MS
Channel has investment discretion or in whtch it has reportable short position

or engages in reportable shoit sale and

M3 wilt iiotice filings atethat securities over whibir it has

investment discrtiiorin winch it has reportable sho rtOut engages to

reportable shofl nale arc included in reports by the Morgan Stutley larhesand

the Cthtoup Parhe

During the Citgroup Parties Relief Period the sectrntres held by the 513

Uuinnel wifl be reported by th Citigroup Parties During such Relief Period the

Cutigroup Parties will include legend on their Form 31 reports and Forin Sl reports to

indicate that such reports incIudesecurities held by the SB Channel During the

Citigroup Parties Post-Relief Period as defined betow the Citigroup Parties will not

report for either the 513 Channel or MSSB

DnheMoran Stanley Parues Relief Peno4 the secudties held by the MS
Channel wiH be reported by the Morgan Stanley Parties During such Relief Pórtod the

Morgan Stanley Pattteswtll inludc legend on thÆForm reportsand Form SR
reports to indicate that such reports include securities held by the MS Channel

During the Morgan Stanley Parties Poit-RehcfPerio the securities held by
MSSB ma be reported by the Morgan Stanley Parties in hicb case the Morgan Stanley

Parties will include legend on their lorm 13F
reports and Form 511

reports
to indicate

that such reports include securires held by MSSB Under such urcumstances MSF3
rIi silbirnt nOticcreports tato that MSSI3s reportable securitieS are Included on the

Morgan Stanley PasttW Porm 3F reports and Form 511 reports as applicable

Ahernatwely during lhe1rgan Stanley Pames Post-Relief Period The secrintien held

by MSSB may be reported by MSSB

therefore no later than Octher 12009 the Citigmup Parties will not report

on teOrm i3F or.Form .511 anyseeuritics oyer which MSSI baa flvGtlflent

May 29 2009

cnrIi ri th1entR4usicd byTslSSfl Mer Stanky ergnup-OO4
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lisretion and either the MoigÆn Stanley Parties orMSSi3 wIt Ttoi.Fotm 3F
and Farm Sil all securities over which M$S3 has imestmeat discretion4 Itis antiupted

that MSSI3 wilt be included as an othci- included manager on the Morgan Stanley Parties

Form 13F holdings reports and Form SHentries reports and MSSl3 will continue to

make notice filings with respect to both Form 13F and Form SI-I at some point during
calendar year 20 10

Following the ReJiefPirwds

Following the applicable partys RhefJiod th such period as it rers to the

applicable party referred to as the Post-Reh Perteç for purposes of Section and

$ton Utpoitiag

The MoiganStantey Patties will

beneficially own outside MSSB with all securities beneficially owned by MSSI3

or implement appropriate informattn barriers to allow them to disaggregate

from MSSI3 for these purposes in accotdance With the Disaggregation Guidance
The Citigroup Pathe will implement Wproprlate rnforniauon barriers to allow

them to di
aggregate

from MSSI3 in aecordance witit the Disaggregation

Oancen4 accordingLy will report only thas secuntie They beneficially

own outside MSSBrand
Where reqwred MSSR will separately report the securities it benetletally owns
either in stand-alone fihiag or ajount filing with the Morgan Stanley Parties

pursatnto Rile 13d4k or i6a3j is applieable

Wit rettoFonnsl3F and SR either

The Morgan Stanley Parties the Citigroup Parties and MSSB will separately

report
the securities over which they respectively have invstin6nt discretion or

has reportable short position or engage in reportable short saIe or

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

expire on August 2009 süd expect to ftllow similar approach with respect to an
success or rule and/or form

.Moiui Stanley currently expects to disa egate ftOn MS$B but the tithing for such

dteafithis.tincertaht

YCCUP
Cot1demii rearnient Rqued 1w MSSI3 Morg StanIy a4Cittgruu X%
M30252O 13
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The Morgan Stanley Parties Wilt include intheir reports the sceurilies over which

they have investmentdlscretion or in hicb they have reportabk.shoit position

orenage iaa reportable short sale and all securities over which MSSB has

investment discretion or in winch it has reportable short posItlQn or enig
reportable sbrt sale and will include legend on the ftoat pate of such report

to iOd tethatinlbhnationrgardingMSSB is includedwilhinaikfthe

Cingroup Parties will report separately only The secunnes over which they have

mvestrnent discretion or in which they have reportable short position or engage

ma reportable shortaIe

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

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

whidi it harepottable shortlposition..or nges hi reportableshortsale.are

included rtsb The Morgan Stanley Parties

During the part1c apphcable Relief Per1od and Post-Relief Periods the sccudties held

by the SaCha eiadthCfianoel wilt

obligation by at least one of The Morgan Stanley Patties the Citigroup Parties and MSSB

IL esctionMMSB and the TransaØtion CreatinMSSB

MSSB is Delaware limited liability company formed on Febmary 22009 All

mcnibership interests MSS are owned by Morgan Stanley Smith Barney Holdings

LLC Dàtaware limited .flability.conpany oJjjijg

Holdings and MSSB were fomied pursuant to Joint Venture Contnbutipn and

Fonnimon Agreement dated as of Janitary 13 2009 the onthuninrby
and betveen Cthgtbup and Morgan Stanley Pursuant the Contribution Agrument and

Subject to the compteikin of deflnitve limited liability company agreetuctit to be

entered into at the dosing CltIoup and Morgan Stanley have agreed to eanuibute

certaii assets and $usiiuissestoMSSB theContribited mnessWjth certa in

exceptiofis thCit1group Contributed Businesses the SB Channel metuda Citigroup

retail bokeragean4fturcs uine ting under the name Sm ..Baiiiey in the

United States and Australia and under thç name 4Qudter in the United Kingdom Ireland

and the Channel Islands With certain eceptions the Motgm Stanley Contributed

Businesses the MS Chanjj and colIectne1y with the SR Channel the Cjiannels
include Morgan Stan1eysr Global Wealth Management business and its private wealth

management busiriessÆaworidwide basis In the Utitted..State5 the Citigroup

Contributed Businesses are conducted principally withui Citigroup Global Markets Inc

____ Citigroup subsidiary and the Morgan Stanley Contributed l3usmesses are

conducted within ogan Stanley Co Incorporated Morgan Stanley

subidiary Theprimaiybus1ness.ofMSSTh will retali.brokeritgeand.private wealth

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

above wili ..engagein limited amount of Section 13 eligible principal tradin such

Conikntil MSSBMo .S1yndCitiup 006

M731252S013
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fradigi expe ted to be rn fórtlie nffluiilitatngeustomers nn4isecpected

to represent relatively small
portion

of ds overall activities The institutional busmesies

of MS and COMI sugh as widerwritrng advl%mg on mergers and acquisitions and

iætiiutioæai and proprietary trading ànith Ttiting.will remain in MSand eGMI and

àrenot being contributed to MSSB

ils.the.intention.ofCitigroup.and Morgan Stanley that following thelosiæg of

the transaction the Contributed Businesses cirrenfly Conduted 1w CGMI and MS in the

United States will be conducted by MSSB in.substantialiy the same fashion with certaifi

limited modifications Theclosing..ofthe transaction isÆpected to occerasMfMay3l
2009 the Closina Dase and June 200 the taet first day of MSSB operations

MSSW business wilt be carried out by approximately 2000
financial advisors in the Umted States whose egisirations wilt be transferred to MSSB
For 0O.dlietothó size and com.pkyhcoinbinddntity.MSSB
intends to make as few changes as possible to legacy organizational operational and

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

certain period of time the U.S .cugtoinersOf the SB Channel Will Continue to havthir
trarisactiona cleated through and have ..theircusto iner accounts custodied and earned by

CGMI and customgrs of the MS Channel wtfl continue to have their transactions

cleared ongh and Jave.their ens omer Meonutacustodied and arried by .MS.. As part

of this ckaring function the services to beprovidedby MS andCGMl will include

clearing arid settling securities transactions providing trade confirmations and customer

statements and performing ceitain cashicring functions custody services and related

services number of 1inction including regulatory compliance and supervisory areas

will be coordinated and ahned an4 others will be centralized pursuant to umbrella

programs and policies that will overlay the legacy progrIms and polices of the two
Channels Over ttme and following the parties applicable Relief Periods it is expected

thatIhatwo Channels will beintegratedinto oneopetatlon and that ultimately MSSB
will becomó.fully se1fclearingati4 custody and cth it own customer aiounts.

Atth close of thc.transaetion.through various subsidiaries Morgan Stanley will

own 1% of iding Citigrouvillowæ.49% ofl3oldings. As noted abcWethŁ

Contributed Businesses will include certain additional non-U affiliates of Morgan

The MS.CbanneletnploysafuIltinie fixed income jtradingbusioess eollectivly

the This Desk nalutains proprietary inventory for client trade fiiilitation and

for proprietary tIlling purpose

SiandCitig-.QO7
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Stfl1y and Gitigoup ailfwlusó hotdingin.SECrgistered.cuiitiwilI nendto be

taken intb accQuntThi.itothg.andrepothngpurposes

Holdings will bemaIgedby board ofditrtconsisting.ofourMorgan
Stanley .designees two Citigroup.designees and the seniorniost ope ithig executive of

Holdings subject to certain requirements Eoard decisions vill be made ordelegated to

Hoding management by majonly vote provided that each of Morgan Stanle and

Citiroup will have veto rightswith respeót tóinmattes

Morgati Stanley wtfl be provided with Qertarn call rights exeresabje tP1IQWWg
the thkd fourth and fifth anniversaries of the closing or upon ahange iniontrol of

Cttigroup which ultimately may giveMorgan Stanley full control ofl1oldng CJtigmup
will be provided certain put nght exercisable upon change in control olMorgan
Stanley or under certain circumstances following the sixth

anniversary of the closing

Roth Morgan Stanley.and Citigroupwifl.be subject to certain restrktiôÆon transfers of

interests in Holdings and on operating aeqwrmg or holding entities that engage in certain

restricted businesses Each will have cmtomar registration rights from the earlIer of an

IPQ and the sixth aimiversary of closing

Prior to and following the closing MSSB will work to integrate the information

techuGlogy systema fr both Chaunel Due to the massive scale of the joint

venture however creatingan integrated iT system from the CGMI and MS legacy Fl

ysteins will
require extensive changes to mtiltipk systems covering range ofhiusmess

uses and multiple client commumeatious and for seine time there will be both froduct
data aitdsystemdiocianec

LII Maeni.enjand StruturefMSSB

MQnagemenr of MSSBas of Legal Day Oiu

.Asof Legal Day One the .M$8 executiye natugementteamise.pectcd be

in place Most members of the MSS8 executre management team will be employed full

tune by arid wilt provide altfthfr professional services to MSSB lJewever in some

instances certain members of the team will hav additional responsibilitieci at their

respective legacy employers at least through the transition period James Gonnan the

Chairman and CEO of MSSI3 tilt catirt tobeareeutlvofMorga Stanley

certain other members of 45M managemenLwi1i.retan

responsibilities.atMorgan Stanley in administrative functions including pendions IT
human resources and legal However it is not cunently anticipated that any of these

people will be involved in directing effectui or recommending transictions in secutities

or voting securities on behalf oMSSB or its customers There will be other MSSI3

people who .may.have ongduigresponsibilities..at Morgan. Stanley .andfor who wilLhe

rk Mn.JLLP
MSSii MQdCicO5
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involved in directing thevoting.wd invm.Łf itiesatMSS However in light

of the pretcctioim to be imp1ernnted See Infor natonJ3arrierx be1QW MSSB and

Morgan taoiey will uotshareinrmatonabouttheir pe eeumers trading or

Their ptopnetar trading except as necessary to rnthcae the existence of inventory or to

facilitate .an.MSSI3 tæule in addItion in order to.saisf var on naniil Industry

Regularory AUthority requwements rigarding review of research distribeted and

madeting materials oreated 1y MSSR there may ba limited number etiployecs of

the Citigrciup and Morgan Stanley affiliated okcr.dea1ers who will be dualy-regmstered

with MSSB for certain period Despite the overlapping rsponsihm1aies of These

individuals during the
partmes applicable RGhefPenOds based en ithe separate nature

of the two Channels the two Channel independent processes kb making voting axid

investment decisions as described tbrtber below and certain protections that

Morgan Stanley and Citigroup will implement as described ilirther below voting nd
invstnient deeision ht.thet Chªniel will be consistent th.thc.proposa

Inonitoruandporthigdnring.ipartis applicable Relief PeriodL

Jnration.Efforis toDate ..JT Mgwnt and Qthtr

Atdsedthtberetn the Mtepationof the lsvry extensive

and diffkült undertaking thatwrll take months to complete Likewise integrating
the

to Channi employees facilities and other systems will be chaflengng Physical

spaeewili beintegrated after LegallDay One only as esecpireand the busitcss

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

integrated only as necessary to appropriately account for MSSIrs operations Executive

management of MSS13 will share space in Westchester County New York as of Legal

Thiy One However gcnerally employees will continue to work in tbe offices in which

they currently work aud on the systems on which they currently work The integration

process will be gradual and will take 12-24 months to complete With few exceptions
until the end of the Pehef Periods for both parties the two Channela wrft continue to

operate independeutl.

Voting Tnvertinen

Within the MS Channel the mcthodology ft voting and investment decisions is

ftfl
For.customeraccowUsover w/jJjt/w MS Channel hadretionary
cmi horuy MS Channel

representatives make independent Investment

decisions for customer eceounta over which they have been granted

discretionamy authority by the customer The edciion are made

independently bytherepnsentathesrheIvespdaenotcoordjnated

antong the reprcsentathos MChanel representatives do not make

cnhiasttiin1kequ MSiI Mogt 4cjmigp 009

A17$021Q51U3
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voting decisions with respect to discretionary customer accounts

Rather the MS Channel transfers discretionary voting authority to third

pajy proxy advisoiyfrms gRiskMetrics which vote the securities

based ontheir own voting econaendations in rare instnces MS
Channel voting eonithitteŁ may overrd.e the proya4vior firm vOting

reconimendation or make the vQ gdc1son when the proxy advisory

firm has ao.reeommendation Thssniiteprocess applies to Üon

discretionary custoMer accounts where thC custOmer requestthatthe MS
ChanneL as client setvice matter vote proxies on behalf of the

customer

FrMS Channd manage aunt progiam The MS
Channel is not granted discretionary authority over third-prty managed

accounts either with.respect to investment decision or votin Rather

MS Channel uistomers grant voting and investment discretion to the

third.party maragcrfftieacconnt iccordingIy the thirdparty manager

makes voting and investment decisirms forthe customers in these

managed acconnt

Within the SB Channel themethodoLogy fot voting.and investment decisions iimiat

Forcomracco iover which the SB Channel ha iiscretkmwy

authôriy The SB Channel has persOnnel who dovelopseetor allocation

targets which are then shared with mdivduaI financial advisors or are

incorporated into inyestmentadvisory accounts For mgst dhcrntionasy

accounts the financialadvisors make invesmentdeisions guided bythe

eeomincndatioris ofCitigroupresea ch For investmentadviscsy

programs which include assct allocation features.ilie tinancial advisors

assist clients in choosing an asset allocation model which is ompriscd ci

mutual funds.exchangetraded funds or separately managed

accounts managed by third party nranager In some eases the

financial advisors may choose such mutual funds ETFs or separately

managed accounts The SB Channel generally makes voting dcisions

for customers to the recommendations ofthird-party proxy

advisory firnise RtskMetncs In relatwely small number olcases

where such finns have enflictsor.otherwi.se arc unable to provide

recnmendations soting decisions are made bya committee of

etnploees of the SB Channel

For Smith Bainv thfrdparty memagedaccowtpiogram The 513

Channel delegates the discretionary authority that it is granted by the

UP
ContIdeuiaI TreatmentReqwstcd by MSSB MbrgunStinley aidCiügrop OOlO
A17302828U.13
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custGmórs to third manager who make votiag and intent

4ecisiæs for the customers in these managed accounts

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

vutigand hivestmeætdeeisions and where their repreentatives are actuatb

exercising discrctionaty authority thesC decisiOns aebased..oirdependentfactórs

These processes will generally stay in place throigh the parties apphcable Relief Periods

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

Thesharhigulnforiatkandoor4inated1nvestntent aPd voting decisiàns Whik

employees of each Channel at the senior 1eeIs may tnterat from time to tmic

inen othtg.decisióntarenot made and would be tedthis leveL

hftaiionBarm

Comzciug at Legal Day One MS$l3 Morgan StiIey and Citig up will

maintain information barriers to protect their respective ustomes trading mfonnton

Morgan Stanley and Caigroup will not share information about their customers trading

with MSSB nor ill they share with MSSB information about their proprietary trading

except as necessary to indicate the existence of inventeçy or to facilitate an M$Si3

trade M8S13 will riot share information with Morgan Stanley or Citigroup about its

trading except as necessary to execute atradethroi Ii MS or CGML Morgami Sri Icy

atid Caigroup will not share information about their pending investment bnkmg or

merkers and acqu sit1oms transactions withMS6Bexcept to the extent M$SB is

partknpatug with one or both tknts in distribution of secunties or aiuiecessary to

enforce statutory truftigrestnclions stch as the tender offer ruIt Although

MSSI3 will not luanulnin formal information barriers between the MS1hanne1 and the SB
Channel we note that during the parties applicable Relief Periods registered

representatives in the $13 Channel will not have computer systemsaceess to customer

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

the MS Ciumnel will pot have computer systems access to customer positions and trading

information in the 53 Channel During the parties applicable Relief Periods customer

trades iatheMS Chamielwill becleared through and ustodied atMS and customer

trades in the SB Lhannel wilt be cleared through and custodmed at CC1MI As result

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

and customers in the two separate Cbannel will have any practical ability to coordinate

trading of securities

in additiOn the informatin ..barr radescribed above forava iety of legl and

compltance reasons Citigroup will implement information barriers between and MSSI3
on Legal Day One designed to permit the positaoim and actrvitlee 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 Disaggregdtlon Owdance However even though Citigroup will

have tbeseinfrmatioa barriers in place on Legal Day One because Citigron will nOt

mthLL
.iy.M SnIr.e$Ciiup
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have completed lis IT integration efforta it Will nOt be in position to file benàfioial

ownership and sinilar reprt on Legal Day One that disaggregate MSSB

JV Tezuporary Proposal fr Leffal Day One for Monftorini and Reportin

f1oldins itSEC-fleaitØred Securities Under Sections 13 and 16 aid on

FormSil and lnteniitrns for Such Monftorin and..Reportin1or die Post

Relief Periods

Propcsai for Temporaty Relief

During th applicable ReliefP th4.the Morgan Staney Partiesand the

itigr0up Parties as applieÆhlewil1 continue di rrespeetiveleurrent position mon toritig

reporting including of beneficial Ownership and of securities ov.wh iek they have

investment discretion pohces procedures and practices Each of the Morgan Stanley

Parties and the Citigroup Parties will aggregate thnsecurities managed and/or

beneficially owned by the portion of MSSB that was contributed by such party That is

the Morgan S1iley.Parties will inchide..in their monitoring and repOrting the MS
Channel and the Citigrotp Parties wifl include in their monitoring and reporting the SB

ChanneL The MS Channel is currently monitored and reported on anaggregated basis

with MS and the SB Channel is currently monitOred and reported on.an aggregated basis

with Citigroup There are dedicated groups for eath parent charged wzth monitoring and

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

fOr each parents respective Channel during such partys.applicab1e Rl lef Period

Duzing.the partids applicable Relief Periods IMSSB wilitiot report separately any

seetriries beneficially owned by it

In the event that either theMorgan Statiley Parties or the Citirou Partieare

required to file any reports during theirapplicable Relief Period On Schedule 13P or

chedulc 3G or under Section 16 the relevant Parties will add footnote disclosure

diaciosing their relationship with MSSB In addition during their applicable Relief

Periods onOe either Morgan.Stanley Parties or the citigroup rties dtCrmine that

reportable threshold has been exeded by such parties and their respective ChanneL such

partm will include in such footnote disclosure the portion of the h1dings that is

nurilutab1eto MSSB By way of examples if the.Citigroup Parties..were tofile

We note that while thisinfonnation can be determined manually bycach party with

respect to an individual security for which reporting thrcshold has been.eseeeded and

filing is being madeneither party currently has the ability to monitor onan ongoing and

Footnote Continued on Next Page

C1i4etrnI tRucte4tby MSSL Mocgan Stanley sndCitgroupOO12

A/13028211U3
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Schedule 13G taiott.the..benefióiai ownership of asu hih on an aggregated

basis with the l3 Channel exceeds reportable threshold they weuld elude footnote

disclosure ndicaciigthÆtC1tigrip owns 49%.ofMSSB and that uprtion.oithe
secutftybeuefcially..ownndby MSSB is .ofthe1ssuers iutstaidhigrecuiities

WthFliFand El thàparttes simi tàsethatb of.b

Morgan Stanley Parties and the itigroup Parties wilt continue their espeetive reporting

With ttGseCU1itieSoverhih they have vestiPentdirttk.ôri4icbThey
bav reportable shOrt

position or have engagçd in reportable short sate atid

accordingi will aggregate with and include in their reports the securthes and

transactions in their respective Channel The
parties will include legends ut such reports

With those.desc ribed itt Part LB ttbove

IflŁfNdc

Give t.th diff eatIT systems and respective levlsofoespln.MSS13
Morgan Stanley and Citigotip lave different timetables for resolving thOw reipecuve IT

thallcnge in order to he in positiQa to aggregate with MSSB and eentuatly

disaggregate MSSI3 in nccordance with the Disaggreganon Guidance Morgan Stanley

may be able to completely aggregate its position monitoring and
reporting systeta with

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

September 3Q 2O09 and will disaggregate MSSB in accordance with the Disaggregation

Quidaicat some pointto be determined after that date Citigroup expects to beabk to

completely aggregate and disaggregate accordance with the Disaggregatton Guidance
its posftionrnonitd hig.and reprniing system frm MSSB by Septeitber3O

Fo note continued rn Previous Page

daily bais the securities held by the portion of M$513 contributed by the other party in

order to dete newhetherarep.ing thre ho1d eled an

basis SiTCha/kn ge paft.V.beIQw

The parties recognize thatFonu.SFIwas adopted pursuant to teiuporay rule set to

expire on August 12009 and expect to follow similar approach with pt to any

uccesor rule and/orfonn.

9Withrespect to this anticipatód timing Morgan Stanley is cumntly receiviiigadaity

fred from Citigroup which
reports positions in eçurities within the SB Channel Morgan

Stanley Ia inthejimeessofa4aptingfts IT systemstoreadthisfeed d.toage the

FeomeContimiedon Next Page

MttWh UP
Cot MBMógan yundCigrop-ft3
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Accordingly the parties request that the Staff
grant temporaiy relief to allow each of the

Morgan Stanley Parties the Citigroup Parties and MSSI3 to report positions on the basis

described above in Proposal for Temporary RIrfdunng the applicable Relief Period

Either Morgan Stanley or Cftitoup may be in position to begin reporting onabai
which no longer requires rebef earlier than the other party in thia ase the party that is

able to begin reporting without relief earher will inform the Staff in writing accordingly

Siniilarlywhen either partybegins disaggregatiugMSSB in accordance With the

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

Staff in writing accordingly

Ink hfluns for the Poelic.fPeriod

Following the integration of th MSSI3 data into the Morgan Stanley nd
CitigroupiTsysterns the parties wit have e-abThfy to comply with Sectian 13 and 16

and Rule 10a3T and to monitor and report their re4pectwe ownership positions

independ.ently Th.e pardsexpectthiwii.ocu later baflSeptcrnbr 3.0 200c Bach

party wouki report as desribd inPatt1.C above under Following the RdkfPeiinth

As of Septernber30 2009 Citigroup expects todigregatcMSSB in

accqrdancc with the Disaggregation Guidance for rpcsesqf monitoring and reporting

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

MSSB in accordance with the Disaggregation Guidance.for purposes of nonitoring and

reporting interests Thes.srictutes wilt ensure thatMSSB is oparating1as separate

entity from an investment perspectne and is making independent invetm ant voting

disposition and other ownership dethiOn At the thne these information barriers

poLicIs and procedures are futlyiniplemented the tT capability Wittexst such that

accurate and.timely monitoring and reporting may beon for MSSi3s opositons

Rationale fa Reonested Relief

Footnote continued from PteviOusIPage

position inthrmatian vith its own position information and that of the MS Chamiel

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

report positions in securities within the MS Channel The implamentation of these feeds

is in progress and willbocrnplted by tttettilothe parties applicable Rlif PeriOds

at which time the positiOi ithjO the two Channels of MSSB will also abic tO be

conibed from an IT perpective

CutidntO1 Trairnent Requested by MSSn Mor Stanky atidCRigroup 0014

A173025250 13
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We believe the fol nLlnicnts suppt the requost.for rtiief

Bwrna Fbensd on Agency ither Than Piinctpa1 Tradptg

Because tigroup..ia noteontiibuting a.priricipal tradingbusiness.to MSSI3 and

Morgan Stanley is ctintributmg Just small principal trading busineas the pnmaiy
business ofMSSB wtfl be retail brokerage and private wealth management arid the

majority of positions are in oustOnier accounts the majority of wlncih are non
discretionaiy Although MSSB will engage in limited amount of pnncipd trading

expected to be for the purpose tf facilitating customers such trading expected to

represent aieJativeiy small pp of iteeralL activities As aresult Morgan Stanhy
and Cthgroippect that Oti gs ovn MSB writ rare1y ifever teach tepOrtabI

thrcsholds.o eüitieP1 shiP.at the ºarly stages oftho.ts

ifthe requested rebef is granted each of Morgan Stanley and Citigroip will

otinue aggregate and melude securities managed andlor benefcially owned by its

respective Channel with securities it manages and/or beneficially owns Accordingly
evCn though the proposed structure may in part be mconsistent with the strict

requirements of Section 13 and Setton 16 the proposal satisfies the regulatory rationale

behind dies reqrirements pjjfl fuffiftdgutjj
for accurate information in the marketplace to the extent applicable thresholds may he

exceeded

t3 FwmtPub PdLcy.O4jectivet

Absent the re4uested relief it is possible that the transaction will no be able to

close uritd the IT systems are developed to permir aggregation and asappbeable

disaggregatron of mformation required to be disclosed However the Importance of the

swift and successful completion the joint venture in the current market eiwironmeut

Cannot be underestimated We believe that the monitoring and reporting challenges faced

the proposed joint venture are unique and possibly unirecedented We also believe

that given the reasonableaternative reporting proposal contained in this letter the

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

teThOflt echslng.oftjie transaction wdve$..br..eiayed

5ftL5 ni s5MSwandt%eupôiS
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Pirst the current.finaneial crisis create.a special need fourny tocloseth

jouit venture transathon The transaction wiji provzde crtamty at tune when investr

cOnfüsión rife and .cotifidenee is lOw Ct stomers.of the two firmsouEdbe provided

assurance the future structure of their securities firm when many are 1rugghag with

f1ifldfltalqiOfl$ ofwhcnn.theycaatrust.ith.thefr finances and turn to fot advicc

Second the jobt venture strntur pOsedbCitigroup and Morgan Stanley is

unusital Most ttansactins involving cbanges of ownenlup of broker dealer are simple

aequiaItions not requiting tho merger of twq ratail peratiqns wdb nomg airangeinents

wittt two tegaey flims These ottgoui ithmgements with the 1eacy firms create special

complications in comp1n with Sections and 16 and Role lO3T and others for

whteb we are seeking separate rehel Morcovcr the sharing of legacy firnL ownership

data that ia required perform this igegation raises significant ongoing busnes

Conceths for the logacyfirms businessesthat are uoicoætl ibut to MSSB.particu1arb
for Citigroup wInch does not bave management control over MSSI3 Not only do these

umque monitoring and reporting challenges not arise in most transactions as discussed

further iwthnext paragraph they also ire.rnore ehallenghig.in this transaction.than the

issues more commonly rMed

Third the scale of the joint enture is iinusuaUy large touching more than

tnillinimstoineraceountsaadcreatingtechnolgka1cha1lnngesoflmmense scope Eor

MSSB Morgan Stanley and Citigroup to respond to the resulting disclosure challenges

they must make extensive changes to multiple systemscovering range of monitoring

and busnies uses Gwen their scale temporary manual fires to address these problems

are not ticable.and would not .rsultin aocuratnfbrnian
provided in timelymanner to the public The scope of these systems changes is perhaps

unprecedented for combination of retail operations

Fourth despiteIthe significant hallengespoedby the scopefthessystenis

changes MSSB Morgan Stanley and Citigroup are committed to unplementmg the

changesin timely and comprehensive manner Therefor the requested relief is to last

only Ibr the relatnely sbpit mtethn perud until such itnptemcntation is complete so that

Oustomers and the arkotmai receivnthe benefit Of certainty provided by closing the

lSee SEC No-A cuon Letter Her Majesty Goieriment JxchangeAct Section 32
Reporting daiedieceiber 1O2 OO8 hich was granted hipart based on the United

Kingdqms governrnents response to the ititernaiônal financial crilis

nhdeniiai TrcannentRequestciby MS$B Morgan Stank andCitgroup 1OI

A1731128211c1J3
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transactioEis so4n JOSSib1ó The ested idllef will allow the partiesto cios the

transaction more quickly and is appropriate and in the public interest given the current

financial market turmoil

In viewofth tuatial tirof the joint etiture tisactki the sà1eQfthe

joint venture the 1nasstv resulting sytemhanges die urgeutneed provide certainty

to customers an4 the tumiiI in the fu actalmarkets we believe that itshoukLbe

possible for the Staff to provide relitf in this situation without
creating ptecedent that

may be used others where the exigent c1n.umstances present here do no exist

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

investors and the public.end will not.tie conixary to the IUiSSIOt15 iueStorpmtection

mandate

Cordnation..nfobaigu1atoy girne.s

Each of Me nSt atid Cifiou pisttbject to dic1osur ititet5tregifli$

gIobally with each having its own requirements amistandards for global monitonaganid

reporting Acordltgly monitoring and reportkig on agbbal level wilt require an

systeni that will work effecthely ona obalbasiiai iiæiplementing this system will

taketinie

iTChafleiges

Ergin practieal standpoint itinay bedifflcultftirMorgan Stanley and Citigroup

to resohe the IT integration ehallenges prior to or immediately after closing the

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

Legal Day One other than witar proposed As noted above there will be iugntfioant

work involved in integrathig the MSSI data titwo compames LT systems and ite
ineantunc there will be ulstanttal product didaand system thssnaiice Ibat said the

two tb-ms are making 4thg flhittsand have project teams in place to avhiesufficieAt

IT integration as soon as practicable to be able to comply with osureregnlations and

maintain the
confidentiality ofaensitive ownership data withôtit needing to implement

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

of their reporting positions that will be ontnhuted to MSSI3 on Legal Day One and the

parties arC working with these feeda describedinNote al%ve HowºvŁtthº paitiºs

expect the Integration ISSUOS for the IT systems that are relevant to position reporting to

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

September30 2009 Cacti of the Iwo firms hasaproject plan with clearly defined

initesones and goals and which sets etit the steps that have been taken and the steps that

remain tO be dlethththtio

Tothecxteiitthat.thciTystenware n0t integrated as necessary to theilitate

compliaaceby Legali3Æy One tnat arwotkarnunds would.be the On1 possible

L511 ttOP
iTrea1nied Reqsted.by MSSB StanlefendCiftgroup QO17bghm

Ai1302525etl
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re.ag.sohtkitabent iief However theuipre dented.scale cfMSSBs brokc.ge

operations ntakes such nianual workarounds impracticaL and any formf ianual

workarnund tn two vety large orgailizatiqus ratses stgndleant cneems regarding the

ribiflddsta and theresulting clusions andrepbthg in additioæ.prparingand

pmenttngthezc manual workarounds would require signtieant IT work and would

ultnnately distract and dda the firms respective IT groups as well as their compliance

personnel from their primary goal ouT rntegration and strict compliance with the rules

in theneaiteEm

The fftowiig are some of the IT issues that mustbe resolved.bcfàre the

auecesful tntegratson of the MS3B data into the Morgan Stanley and Citigroup IT

systems fornithgIariddisc1ôsures purposes

Fr many securities there is no

common international security identifier This bp icularlythØasc for

structured products and denvatives where the linkage between the

derivative and an underlymg listed security may need be manually

establialiedtoensure that firms aggregatepiition data iaccutate

Morgan Stanley and Cnigroup use different methods of tdentifying these

securities in their respective databases As result there will be

discrepancies if the position data is integrated pretuaturely To resolve

thisIssue.a fran atatiOfl titbk ittut.bee tedfrthe

discrepancies before the Contrtbuted Businesses position data may be

combIned The
process of creating sueb table and mapping the relevant

data from Citigroups ystems Morgai Stanleys and vice versa will

be fiine-eonsutnin and difficult

Data Model Differences Morgan Stanley and Citigroup use dlfferent

data inodels .u1timatetycature.their pOsition data differently

Morgan Stanley and Cttmgroup are working together to find common

dnlarnod.qr4ertopnc.sthepositions.together Each IT system

collects differentinfoimation about customer accounts and evim.where

they collect the same information they may do so thfferenty

complicating efforts to determnme which data should be included in

reports and IIQWIit should be cslcuate4.parUcnlarly for purposes of

populating Schedules 13110 Form 13F Ænd.FomSL

jtis for srthigtheData Due tp..the sensitMty of.thedata

Morgan Stanley and Citigroup must agree on seeuri way to transfer and

warebousecros-fitm iflformation toeasurethat con fidnntitinfbrtnMion

not disclosed Although Morgan Stanley and Cmtigrotip have different

tools availabie.to.do this.they must agree upon stand ardstobe

implemented on both sides inorder to begin atitomated transmissions In

St tmdcajgronp Ohs
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secure mamer Tha sfYott can take tune if one of the parties needs

acquire and install ewtho1s inoder to suppitheserequirements

As noted above the paffie expect theie vanous IT mtegration issues to be resoved

grleatiy over aThw months with göÆt ófcqmplete.integEatioriby Septem her 3O2OO9

E. Ten rySdut km

Piuaily akid.thostitOtbly fj proposal fr Legal Day One soóIy .a.Iejiqra

s.Iwu proposed in the mierest of providing market transparency under difficuft

wtances It spt miancntaud niereiy mei$lUo bridge the
reporting ap until

the 1ntettion isüesThr the IT systenis that are rekivautto position rxwdn are

resolved With respect tciThe Morgan Stanley Parties this may be by Legal Day One but

coutd extend until Sptember 3G 2009 and with
respect to the Citigroup Partka and

MSI3 this is expected to be by September 30 2009 Each of the Morgan Stanley

Parties The Citigroup Parties and MSSB will monitor and
report in compliance with the

rules as written soon as such party .hasthe.independenr capability to doso

thereafter As noted ye either Morgan Stanky.or Citigroup maybe in.a positionto

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

than MSSB in this case the party that is able to begin reportint without relief earlier will

inform the Staff in writing accordingly In addition when MSSB begins reporting on

sqparate basis it will also inform the Staff inwrit1ng aeeotditigiy

/L óncIuin

In conclusion MSSB the Morgan Stanley Parties and the Citigroup Parties

request tha Sn of the Diviion of Corporation Finance and Diviion of

Investment Management confirm that they would not recommend to the Conimision that

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

artios under Section and Section 16 and Rule l0a3T if they tertiporardy report

positionsoitthtbasisdesciibed above

1111 Confidential Treatment Reanest

As of the date of this letter the parties have not pubhcy disclosed certain

mfonnation contained herein including their expectations rcgardig the closing date of

the transatlon Public avatlalilhty of this mtbrmation could have adverse consequencec
fbr the parties Fcr example an unexpected delay in the closing could be interpreted by

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

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

the Office of Freedom of lnformatiqn and Privacy Act Operations of the Conimission

nd we respectfully request that the ComimasionaconLconfidentjaI treatment to this

request ad any ittet response froth.the.aff thereto pursuant toII7 C.Fj20Ql
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wail theóarliØr of .thóClosingDÆte andii the d$e that is tZVthys fSrnthtdawiOt

the Staft7nesponseito tthltter

Pleasecontact Laurie Cerveny of Bingham McCutchen LLPat.617 9514527..

Mischa Travers of Davis Polk Wardwell at 650 752-2014 or the undersigned at the

above phgncnumber to discuss Ænyquestkrns orcommirnS tcthis letteic

SIncere .yours

John
ltfutzschnecIor

cc Michelle OroschalwlfMorgan.Stanley

Anne Cooney Morgan Stanley

ReseeAnneRichzer Morgan Stanley

flennine flullard Morgan Stan tey

Joyôe Kramor Mergim $tanlöy

Michelle Wilke Morgan Stanley

Neal Sullivan Biughain .i4ccutcbcn 143
Amy l1o11 .thn$h MCntähth LI
Hardy Calbott l3ingham MeCutchen 142
Laurie Cnnwy l3ingham McCutàhen LLP
Karyn PoIÆk Citigroup Inc
AllKarshSCitlgroup1
Lanity Schwartz Davis POIk WatdweID

ischa Travers Davis Polk Wardwell

toSidentai TreatmeM RequestS by M5SR Motgai Stanley andC tugroup 0020
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