UNITED STATES v S':Zc},o?

SECURITIES AND EXCHANGE CO%’ :
V4 WASHINGTON, D.C. 20549
Response of the Division of Corporation Finance

t and the iilimm of Investment Management 090 11658 .

DURAALS e ~

Bingham McCutchen LLP ' Z/
: Act: / y _

One Federal Street Washington, DC 20540 §

Boston, MA 02110-1726 Section:
' Rule:
Re:  Morgan Stanley Smith Barney LL.C Public /
Morgan Stanley Availability: 5/ Z ?@2?
: Citigroup Inc.

Dear Mr. Utzschneider:

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

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

o 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

e MSSB does not separately report the securities that it beneficially owns.

In reaching these positions, we note particularly: your representations regarding
the monitoring and reporting challenges presented by the current information technology
systems of the MS Channel and of the SB Channel, the scope and scale of the task of
integrating these systems, and the time needed to complete the integration; your
representation that Morgan Stanley, Citigroup and MSSB will maintain information
barriers to protect their respective customers’ trading information; and your
representation that the MS Channel and the SB Channel have their own separate
processes for making investment and voting decisions, which will remain in place
through the applicable Relief Periods. These factors minimize concerns regarding the
sharing of information and coordinated investment and voting decisions between the MS
Channel and the SB Channel.

You have asked the Division of Investment Management for temporary no-action
relief with respect to the reporting requirements under Section 13(f) of the Exchange Act
and under Exchange Act Rule 10a-3T. Based on the facts and representations in your
- letter, but without necessarily concurring with your analysis, the Division of Investment
Management will not recommend enforcement action to the Commission under Section
13(f) of the Exchange Act and Rule 10a-3T under the Exchange Act against the Morgan
Stanley Parties, the Citigroup Parties or MSSB if each of the Morgan Stanley Parties, the
Citigroup Parties and MSSB submit Form 13F reports and Form SH reports, respectively,
in the manner set forth in your May 29, 2009 letter. ‘

We have considered your request for confidential treatment of your letter and our
response. We have determined that the request is reasonable and appropriate under 17
CFR 200.81(b). Accordingly, your letter and our response will not be made public until
the earlier of (1) the Closing Date and (2) 120 days after the date of our response.

The foregoing no-action relief is based on the representations made to the
Divisions in your letter. Any different facts or conditions might require the Divisions to
reach different conclusions.! This response expresses the Divisions’ positions on
enforcement action only and does not express any legal conclusion on the questions
presented.

/W; Sincerely,
Thomas J. Kim EMOsterman
Chief Counsel and Associate Director Associate Director
Division of Corporation Finance Division of Investment Management

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

;ehn atzschacader@bmghwn com.

May: 29,2009

’l

Dmsmn of Cmparaﬁon Fmance

Re: Morgan Stanley Smith Barney « Request for' No-Action: Position -
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- 'MSSB is a Delaware limited liability company formed on February 2, 2009. All
mém&erahxp interests i MSSB are owned by Margmz Stanley Smith: Barney Holdings
LLC, a Delaveare limited liability company (“Holdings™).
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We believe the following arguments support the requiést for relief:

A, Business Focused on Agency Rather Than Principal Trading

Because (ngmup is not contributing & _pnmxpai trading biusiness 1o MSSB: and
Morgan Stanley is contributing just a small pxﬁrzxc_}sai trading business; the primary

‘busmesuf_MSSB Wi it be'reta  brokerage : anci’ iV thn ement.and the.
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) of information required: discloted. Howen the importance of the.

:-mﬁ and euccassfui eompienan of the joint ventire in ﬁ:e current m&rkot enwrmmt
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: iw:ﬁm:tmn as soon as possible. The requested relief will allow the pames to close the |

isaction more-quickly and is appropriate and in-the public interest’ given the current
-ﬁﬁancxal market turmoil.

It view of the pnusual stmcmrf_ f the gemt veﬁmre transac}is ; the ‘sea!e ofthe

?%orcwer We be}wv,' that the provision. of relief in this czrcmnstanw wtﬁ benefit

investors and the public and will riot bie contrary to the Commission’s investor protection
inandate. :

€. Coordination.of Global Regulatory Regimes.

;,«zysmm that-will werk e&*eemely ona giebal bamﬂ
take time.

D. 1T Challenges.

To the exient that the 1T systems are not integrated as necessary to facilitate

manual workarounds would be the only possible
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secure manner. This effort can take time if one of the parties needs to:
acquire-and install new tools in-order to support these: requirements.

As noted above; the parties expect these various T integration issues fo be resolved
gradually over a few months, with'a goal of complete integration by Saptembcr 30, 2009

E.. Tempormy Solution.

f’mallyf- an&mest netably, the prcpnsai for Legai Day: Or;e is miy ammparw

- fAs noted above, ezther M ‘.rgan
partmg ona bws whw:h does mist .

VE.

1 conei SB, the Morgan Stanley Part the Citigroup Parties
request that the Staff i‘kmﬁmsmu of meor:mon Finatice.and the Divisiow'of
Investment Management confirm that they would ot recommend to i ission that

it take enforcement action against MSSB, the Morgan Stanley Parties or the: itigroup

Parties under Section 13:and Section: 16 and Rule 10a-3T if they tem;mran!y repezt
positions on the basis described above.




until thegartier of (i) the Cloging Date and (if) the date that s 120 days from the date-of -
the Staff’s response to this fetter. ?

Please contact Laurie Cer»eny of Bingham McCutchen LLP at (617) 951-8527,
Mischa Travers of Davis Polk & Wardwell at(650) 752-2014 'or the undersigned at the
above phione nanber to-discuss.any questions or comments to this letter: i

Sincerely-yours,

Dennitie ’ﬁﬁﬁm‘d (Mozgan Staniey}
»}ay@a K:amer (Mm'gan Stanley)
I . - ;

v Confié&mmi Tmmcm}zmmstad By MSSE Mérgan Staniey snd (Emgwgp Oﬁ’&é
Bisghen Mclutehon LI ASTRR2R0113
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