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UNITED STATES RULE . '

SECURITIES AND EXCHANGE COMMISSION PUBLIC .
WASHINGTON, D.C. 20549 AVAILABILITY

. DIVISION OF
IHVESTMENT MANAGEMENT
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March 2, 2009 PROCESSED

o ~SMAR 27 2008
Bhaghatn Moauichen LLP  THOMSON REUTERS

One Fedcral Street
Boston, MA 02110-1726

Re:  Master Portfolio Trust—Liquid Reserves Portfolio (File No. 811-10407) and Legg Mason
Partners Money Market Trust—Western Asset Money Market Fund (File No 811-04052) -

S Dear Mr. Joseph: h -

Your letter of February 24, 2009 requests our assurance that we would not recommend
that the Securities and Exchange Commission (the “Cominission”) take any enforcement action
under Sections 17(2)(1)!, 17(d)° and 12(d)(3)’ of the Investment Company Act of 1940 (the
“Act”), and the rules thereunder, if Master Portfolio Trust and Legg Mason Partners Money
Market Trust (each, a “Trust,” and collectively, the “Trusts’), each of which is registered with the
Commission as an open-end invéstment company under the Act, amend the agreements and letter
of credit summarized below aiid more fiilly described in the letter.

Liquid Reserves Portfolio is a series of the Master Portfolio Trust, and the Western Assét
Money Market Fund is a series of Legg Mason Partnérs Money Market Trust (each a “Fund,” and
collectively, the “Funds™). Liquid Réserves Portfolio is a rhaster fund in a master/feeder

" Section 17(a)( l) generally makcs it unlawful for any affiliated person of a registéred investinerit

company, of an.affiliated person of such person, acting as principal, to knowingly séll any
secunty or othcr propelty to the. rcglstcred investment company

company, or atiy affiliated person of such a person, acting as principal, to effect any transaction
in which the registered investment company is a joint or joint and several parti¢ipant thh such
persofi in contravention of rules and regulations adopted by the Commission.

Section 12(d)(3) generally makes it unlawful for any registered investment company to acquire

any security issued by, or any interest in the business of, any broker-dealer, any person engaged

in the business of undetwriting, or an investment adviser of an investment company, or an
.investment adviser registéred under the Investinent Advisers Act of 1940,
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structure; Western Asset Money Market Fund currently operates as a stand-alone fund. The

" Funds are money market funds that seek to maintain a stable net asset value per share of $1.00

and use the amortized cost method of valuation in valuing their portfolio securities as permitted
by rule 2a-7 under the Act.

The Trusts have entered into several capital support agreements (as amended, the
“Original Agreements”), and Master Portfolio Trust also has arranged for a letter of credit (the
“Original LC”), in each case for the benefit of the Funds covering various commercial paper
and/or notes held by the Funds (the “Notes”) as described further in the Original Agreements and
the Original LC. The Original Agreements and the Original L.C are intended to prevent any
losses from being realized by the Funds upon the disposition of the Notes {(and/or on certain
securities issued in exchange for or to replace the Notes) from adversely affecting the Funds

- market-based net asset value (“NAV”). In general, under the Original Agreements, Legg Mason,

Inc. (“Legg Mason™) and certain of Legg Mason’s subsidiaries (the “Subsidiaries,” and, together
with Legg Mason, the “Legg Mason Entities”) will make a cash contribution {up to a specified
maximum amount) to each Fund if certain triggering events occur. Liquid Reserves Portfolio
may draw on the Original LC in substantially the same circumstances. Legg Mason is an
“affiliated person of an affiliated person” under Section 2(a)(3) of the Act because of its
affiliation-with each Fund’s-investment manager and-subadviser.  —

To support these arrangements, under the Original Agreements the Subsidiaries have
established segregated accounts containing cash or cash equivalents equal to the maximum
amount of the capital contributions that the applicable Legg Mason Entities are obligated to rnake
under the Original Agreements. If the Legg Mason Entities fail to make a contribution when
required under the Original Agreements, the assets of the segregated accounts are available to the
applicable Funds without the requirement of further action or consent by the relevant Subsidiary,
and the applicable Funds will make a withdrawal from the segregated accounts.

The Original Agreements and the Original LC were entered into after the staff of the
Division of Investment Managenient informed the Trusts that it would not recommend -
enforcement action to the Commission if the arrangements were eﬁ'ected.4

‘The Trusts now-seek to-ammeiid the Original Agreements and-the Original 1:€-(the—
“Amendments”) and a form of the Amendmetits was provided to the staff. The pnnmpal
changes the Trusts propose to make to‘the- Original Agreemerits and the Ongmal LC afe to
extend the términation date from March 2009-to November 6, 2009 (the “New Termination
Date™), to amend the provisiotis statmg which events trigger a reqmred capital contribution or
payment under the letter of credit, and to permit each Trust’s Board of Trustees (the “Board”) to

. cause the Fund to sell the Notés in cértain circumstances described further below.

s See Master Portfolio Trust—Liquid Reserves Portfolio, SEC Staff No-Action Letter (Apt. 4,
2008); Master Portfolio Trust—Liquid Reserves Portfolio, SEC Staff No-Action Letter (Apr. 18,
2008); Legg Mason Paitners Money Market Trust—Western Asset Money Market Fund, SEC
Staff No-Action Letter (June 27, 2008); Master Portfolio Trust—Liguid Reserves Portfolio, SEC
Staff No-Action Letter (Dec. 8, 2008).
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You represent the following with respect to the Amendments and the extension:

Management of the Funds has informed the Boards of its belief that the Funds-
could potentially realize additional value from the Notes if the Funds hold the
Notes beyond the current expiration dates of the Ongmﬂl Agréements and the
Original LC;

The Amendments lnclude as a contribution event the Funds, on or after April 1,
2009, receiving securities replacing the Notes in a restructuring transaction that are
not “eligible securities” for purposes of rule 2a-7 under the Act and with a value
less than the amortized cost value (plus accrued and unpaid interest) of the Notes
on the date of the restructuring, subject to certain fiduciary determinations of the
Board as further specified in the Amendments;

The Amendments also spécify that the Board, in its sole discretion, may cause a
Fund to sell the Notes if the Board determines that the amount of a contribution
payable under the ainended capital support agreements and letter of credit would.
riot be sufficient to permit the Fund to maintain a stable NAV;

4=~ €tv)——TheBoards, inchuding all the trustees who are not“intérested persons” as thatterm

is defined in section 2(a)(19) of the Act (the “Independent Trustees™), have
approved the changes in the Amendments and have determined that it would be in
the best interests of the Funds.(including the feeder funds) and their shareholders- -
to continue to hold the Notes and have approved the New Termination Date; and

The Independent Trustees have requested cnhanced reporting from management to
ensure the adequacy of the amount’ of the support arrangements.




On the basis of the facts and representations above, we will not recommend enforcement
action under Sectlons 12(d)(3), 17(a)(1) or 17(d) of the Act if the Trusts enter into the
Amendments.’ You should note that any different facts or representations might require a
different conclusion. Moreover, this response expresses the Division’s posmon on enforcement
action only and does not express any legal conclusions on the issues prcscntcd

Very truly yours,
Sarah G. ten Siethoff
Senior Counsel

This letter confirms the position of the staff that was provldcd orally by the: undcrs:gned to Roger
P. Joseph on Febiuary 24, 2009.

The Division of Investment Management gcnerally permits third parties to rely on no-action or
interpretive letters to the extent that the third party’s facts and circumstarices are substantially
similar to those described in the underlying request for a no-action or intérpretivé letter.
Investinent Company Act Release No: 22587 (Mar. 27, 1997), n.20. In light of the very fact-
specific nature of the Trust’s réquest; however, the position expressed in this letter applies only
to the entities seeking relief, and no other entlty may rely on this position. Other funds facing:
similar legal issues should contact the staff of the Dmsmn abont thc avaxlabﬂlty of no-action
rélief. ‘ : -
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Roger P. Joseph
Dlrect Phone 617 951 8747
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February:24, 2009
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Division.of Investment:Management:
Sccuntlcs and Exchange Cotmiiission:

Washington, D'C.:20549:0504-
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JIn:general;:a Fund will.obtainaicapital: contributionfrom Legg Mason Inc:
(“Legg Mason™) and-certain of: Leégg Mason'§:subsidiariés (thé;“Submdlarles *and-
together with Legg: Mason, the ,Leg‘g Mason’ Ent:Ues”) upoi t the earlier:of the: disposition
by a. Fund of the Notcs (and/or rcplacemcnt notes as: dcsgrabcd;above) for cash or

to. thc maxiniuimn. aggregata AU untemplated by the(Capxtal-:Suppcrt Agrccmcntion ,,
the Tetter of Credit.

Thc Subsul:arles fave: establlshed‘segregated accoums contammg cash or. cash
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miake a. capltai contribiition when:dicunder: aCapItal Suppert Agreement

Similar: tenmnaﬁon

R T=Cr

Mwim —— e o = —— e

ER-Metathen Vi

# BT

ATEIES



: Securities;and’ Exchange, Commission
| Fcbruary 24, 2009

| Pagg 3

|
|

dafes to November 6; 2009 ‘The support atrangements: covered b y. this letter are
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funds and their shareholders.! Counsel for the Independent Trustees have provided the
Staff with a separate letter discussing the Independent Trustees’ conclusions conceming
the decision to-extend the support arangeinents.

Summary, The Boards and Legg Mason believe that extending the support
arrangements i5:in the best interests of the Funds and their sharcholders. Accoidingly, on
behalf of the Funds and Legg Mason, we request that the Staff give its assurance that it
will not recommend that the Commission take enforcement action against the Funds or
the Legg Mason Entitics if the Funds and the Legg Mason Entities amend the support
arrangeéments as déseribed herein,

¥ x ¥

Please call me at (617) 951-8247, or my partner Lea Anric Copenhefer at 617)
951-8515, if you have any:questions or if we can otherwise assist in resolving this matter.

— —- - ~SigErEly yours, ~ —
{Doept? ey A
Roger P. Joseph
ec:  Sarah G. ten Siethoff, Esq.
Lea Arine Copenhefer, Esq.
1 Thit feedér fuiids of Liquid Reserves Porifolio are: Citi Cash Resérves, a'serics of Legg

Maison Pértners Money Markét Trust; Citi Prémium Liguid Reservés, a sérids of Legg
Mason Partners Prertium Money Market Trust; and Citi Instinitional Liguid Resérves, a
" -series of Légy Mason Partiérs lnstimnonal Trust. .
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