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UNITED STATES RULE _ ?

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

DIVISION OF
INVESTMENT MANAGEMENT

March 2, 2009 PROCESSED

| | | ~SMAR 27 2009

RogerP. Jozph . * THOMSON REUTERS

Bingham McCutchen LLP
One Federal Street
Boston, MA 02110-1726

Re:  Master Portfolio Trust—Liquid Reserves Portfolio (File No. 811-1 0407) and Legg Mason
Partners Money Market Trust—Western Asset Money Market Fund (File No. 811-04052) -

Dear Mr. Joseph:

Your letter of February 24, 2009 requests our assurance that we would not recommend
that the Securities and Exchange Commission (the “Commission”) take any enforcement action
under Sections 17(a)(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 investment company under the Act, amend the agreemerits and letter
of credit summarized below and more fully described in the leiter. “

Liquid Reserves Portfolio is a series of the Master Portfolio Trust, and the Western Asset

Money Market Fund is a series of Legg Mason Partnérs Money Market Trust (each a “Fund,” and
collectively, the “Funds™). Liquid Reserves Portfolio is a master fundina master/feeder
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company, or an affiliated person of such person, acting as principal, to knowmg]y sell any
security or other propérty to the reg:stered investment company.

z Section 17(d) generally makes it inlawful for any affiliated person ofa regmtered mvestment
company, or any 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 participant w1th such
persoii in contravention of rules and regulations adopted by the Commission.

l 3 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 underwriting, or an investment adviser of an investment company, or an

| investment adviser registered under the Investment 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 LC 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 make
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 Management informed the Trusts that it would not recommend
enforcement action to the Commission if the arrangements were effected.*

_The Trusts now seek to amend the Original Agreements and the Original LC (the
“Amendments”); and a form of the Amendmeiits was provided to the staff. The prinicipal
changes the Trusts propose to make to thé Original Agreements and the Original LC are to
extend the ter_minaﬁon date from March 2009 to November 6, 2009 (the “New Termination
Date”), to amend the provisions stating which events trigger a required 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 certain circumstances described further below.

See Master Portfolio Trust—Liquid Reserves Portfolio, SEC Staff No-Action Letter (Apr. 4,
2008); Master Portfolio Trust—Liquid Reserves Portfolio, SEC Staff No-Action Letter (Apr. 18,
2008); Legg Mason Partners Money Market Trust—Western Asset Money Market Fund, SEC
Staff No-Action Letter (June 27, 2008); Master Portfolio Trust—Liquid 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:

(M

(i)

(iii)

iv)

)

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

The Amendments include as a contribution event the Funds, on or afier Apnil 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 specify 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 amended capital support agreements and letter of credit would
not be sufficient to permit the Fund to maintain a stable NAV;

The Boards, including all the trustees who are not “interested persons” as that term
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 enhanced reporting from management to -
ensure the adequacy of the amount of the support arrangements.



e e —

On the basis of the facts and representations above, we will not recommend enforcement
action under Sections 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 position on enforcement
action only and does not express any legal conclusions on the issues presented. §

Very truly yours,

Sar_ah Q. ten Siethoff
Senior Counsel

This letter confirms the position of the staff that was prowded orally by the: undemgned to Roger
P. Joseph on February 24, 2009.

The Division of Investment Management generally permits third parties to rely on no-action or
interpretive letters to the extent that the third party’s facts and circumstances are substantially
similar to those described in the underlying request for a no-action or interpretive letter.
Investment Company Act Release No. 22587 (Mar. 27, 1997), n.20. In light of the very fact-
specific nature of the Trust’s request, hiowever, the position expressed in this letter applies only
to the entities seeking relief, and no other entity may rely on this position. Other funds facing
similar legal issues shoiild contact the staff of the Division about the ava:lablhty of no-action
relief.
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RogerP]oseph o
Direct-Phone: 617:951.8247
Direct Fax:  :617.428.6343
roger Joseph@bmcvham com

February-24, 2009
Via Erirail and Federal Express

Dmsxon of Investment! Managemem
Sccurities and E'«:hange Cofiifiiission:
100 E‘Street; NE:
Washmgton, "2,0549 0504

Attention:; Robert.E: Plaze,,Esq Assocxate Difector”

Ladies‘and Gentlemen::

We are wntmg on behalf of Master— Por(6]id Trust Bnd Legg - Mason. artners
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In general, a Fund will.obtain;a capital coniribution from Legg Mason, Inc.
(“Legg:Mason™) and cértain of-Légg:Mason's.subsidiaries (thé,“SLibéidiaﬁei *dnd-
together,with Legg Mason, the “Legg Mason l"ntmes“) upon tlie-earlier.ofithe.disposition
by a.Find.of the Notcs (and/or replacement nofes, :as. dcscrlbcdlabove) for cash ors
replacement ehglble securities™invan amount léss than the Notés™ainbrtized £ost plos
accred intérest or the termiitation of the apphcable Capital Support ‘Agreement.: A Fund'
w1l| draw on the Letter of Credlt:m stamlally the;same. c:rcumstanoes Jn, j >
the aimbunt of the:contribution or thedraw will beii aji amotint: equal to the: shortfall up
to the'maximum aggregate.amoirnt: contémplated: by th; Capltai Support'Agrccmenhon
ihe Letter of Credit.

The Subs:dlanes have: established: segregated accounts. contammg cash -or. cash
cquwalents equat to the’-mammum amount of thc capltal c0ntnbut:ons that th 'apphcablc

assels. of those accounts are ava:lablc to the Funds w:thout the requnrement of further '
acuon or consent by thc relevant Subs:dlary lf the Legg, Mason Ermtles fa:l 10 make a

wnlhdrawal from thc segrcgated account :the apphcable ch,g Mason Entme:s {ailito
‘makeza’ cap:tal contribution.when: diic under a Capltal ‘Support: Agreement'

ety

purchase would compl'yxwﬁh ‘Ruje” l7a-9‘ur_1_§le ?40 Att- Each Capltal Support .
Agrccment wﬁl terminate: upon. the earhcst‘of the: apphcable Legg Mason: Ent:lles having:

ritadé the:maxifum. aggrcgate amotint-ofs cdpital.contfibutions. contcmplated thercby, the:
date on-which’ the_l“und fo- longer lidlds the Notes 6" apphcab]e‘replacement tiotes.
covered [hereby, or.ifs«expiration dte. The:Leéttér §f Credit Containsisimilar téimination

provisions:

pfovnslooow;‘ntendedﬁto ‘assureithat, quu;fi ReservesiPortfolio does ot ieceive: wmdfall ati

I_,ggg”l\f!ag‘qn’s'éip*éﬁ‘ efroin:any, sale oriother.disposition of the@pplicable Notes!
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Pmposed Amendmoents to-Capital” SunnorbArrangements ThelFunds and

chg Mason JPIOROSE; {fo-amend:the, support arrangemonts to;extend’ the current explratlon
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dates to November. 6; 2009 “The, support afrfangeinents covercd by this letter are
schieduled to'termiiiate-in: ‘Maich;, 2009:-The Funds will not'pdy.any feés or other
amounts to- QbI‘é.‘“_ the extenisions;

___aéah E uhe (4 akc a capltal:coninbutl
] apualtSupport Agreement

: ’the*sqppon,arran' ements thq
G afﬂxafedt}ﬁ 1ibi
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under'Rule 12d3-1 because!the exemption doesnot extend to affiliated persons of the
‘Find’s investmient adviser..

) Ags-discussed:i ‘i our carhcr letters, the Boards:of the Eunds contluded. that it:was
i ‘fthe best; interestsiof. theaFunds for, Legg Mason 1o prowde the; support arrangements
Atie Boards3lso concluded at'thié time the’ Support. arrangements were provrded ‘that'it’
Would ot be:in. the-Finds’ besti iérésts’to drspose of the:Notcs: Thié' Boards Continue to
bcheve that:it- would nat be/inthe Funds? best mteresfs to dlspose -ofithe Nofes. and lhat
the extension of the support arfangements as. contemplatcd is irnthe best interests of the

Funds

Itiis. lmportant to note:that since the:crisis:in the credit'markets:began, Legg
Masoi hias: takénia:number o steps to‘support the:Funds and‘other: ‘money market:funds:it
Sponsors; mg_:ludmg entenng into’ support arrangements and increasing them:to the'lévels
currently.in:gffect and: purehasmg troubled ‘securitiés‘from the'Eands and other funds
outnght.‘ *Legg;Mason has: consulted w1th and obtzuned lhe approval of, lhe Funds ‘Boards,
tégardingieach of these detionsithit involved:the_Funds.. Slm:farly, Legg Masorifias
sought ihe Boards® approval’io extend’ ‘the explratwn -date of the siipport. arrangements In.
ti Legg Mason 5. earher actions and theirviews:as+to the best interests of
the: Funds the’ Boards have: agreed to:the exterisions.

‘The-Boards; including;the Trustees Who'are not.considered to be'* ‘inteérested

‘ persons” > of the Funds wrthm the ‘meaning iof the 1940 Act (the#‘independent Trustees”),

meét:dn February 12- i3' 2009 aiid* ‘approved the extensions of:the support armangements.
Before approvmg the extensions; the;Boards considercdiinformation'that. they: -had
rccewed during ihe. tetm-of-the; support arrangements mcludlng information concemlng
the valuauon and maturity: of the Notes The'Boards: also consrdered the fact ‘that; in.
Décémber 2008, chg Mésonhad. voluntanly increased the amaunt of support avallablez
under. the Capltal Support Agreements In addmon /the Boards tonsidefed updaies from
management conceming: the Notes and: thc suppomammgements.i Management advrsed

The Boards; mcludzng therindependent-Trustees, comluded thatit would be-in
the"best ifiterests of: the.Funds and Ahir mvestors Tt o dlspose of the Notes afidito

Taster/feeder strijcture;; the Board {(including the: Independent Trustees) also. concluded
‘that‘the cxtensron and the other amendmentsswould be inthe’ best-interests of the feeder
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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 arrangements,

Summary, The Boards and Legg Mason believe that extending the support
arrangements is:in the best interests of the Funds and their shareholders. Accordingly, 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 Entities if the Funds and the Legg Mason Entities arnend the support
arrangements as described herein. ’

LI I

Please call me at (617) 951-8247, or my partner Lea Annc Copenhefer at.(617)
951-8513, if you have any questions or if we can otherwise assist in resolving this matter.

Sincerely yours,

Roger P. Joseph

cc:  Sarah G. ten Sicthoff, Esq.
Lea Anne Copenhefer, Esq.

Thie {eeder funds of Liquid Reserves Portfolio aré: Citi Cash Reserves, a series of Legg
Mason Partneis Money Market Trust; Citi Premium Liquid Reservés, a series of Legg
Mason Partners Premium Monecy Market Trust; and Citi Inistihitional Liquid Reserves, a
series of Legg Mason Partners Institutional Trust.
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