UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

DIVISION OF
TRADING AND MARKETS

April 7, 2009

Roger P. Joseph, Esq.
Bingham McCutchen LLP
One Federal Street
Boston, MA 02110-1726

Re:  Legg Mason Investor Services, LLC — Request for Approval Per Rule 10b-10 to
Suppress Monthly Account Statements for Certain Customers

Dear Mr. Joseph:

In your letter dated April 6, 2009, on behalf of Legg Mason Investor Services, LLC
(“LMIS”), you request an exemption pursuant to paragraph (f) of Rule 10b-10 under the
Securities Exchange Act of 1934 to permit LMIS to send quarterly account statements (in lieu of
monthly statements) to its customers whose only account activity consists of transactions
involving the automatic reinvestment of dividends in the shares of the Funds.'

Based on your letter, we understand the facts to be as follows:

LMIS offers its customers, by prospectus, shares of the Funds, which are no-load,
diversified, open-end investment companies registered under the 1940 Act that meet the
requirements of Rule 2a-7 under that Act. The Funds endeavor to maintain a stable net
asset value of $1.00 per share.

Customers of LMIS pre-designate the Fund class in which they wish to invest.
Thereafter, dividends are paid and automatically reinvested into the selected Fund class
once each month (on the same day each month), at the same time for all Fund share
classes. '

LMIS currently “confirms” Fund dividend reinvestments by monthly account
statements in accordance with Rule 10b-10(b). LMIS has requested an exemption to
permit it to suppress monthly statements for those customer accounts in which the only

! Unless otherwise noted, each defined term in this letter has the same meaning as defined, directly or by reference, .
in your letter.
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activity in a given month is the automatic reinvestment of dividends in the shares of the
Funds. Instead, such accounts will receive a quarterly statement confirming the automatic
reinvestments. All other account activity will continue to be confirmed in monthly
statements or immediate confirmations in compliance with Rule 10b-10. Specifically,
confirmation suppression will not take place where there is any activity in the account
(including the deduction of any fee) other than the payment of and the automatic
reinvestment of dividends earned on Fund balances in the account.

Customers will receive a minimum of four statements annually (in March, June,
September and December). Customers will also be able to obtain current information
concerning all Fund investments by either contacting the Funds’ customer service center or
by accessing their account via the Internet, under a free service that allows for electronic
viewing of customer balances and transactions.

LMIS will provide a prominently displayed notice to all customers explaining the
changes in account statement frequency on a quarterly statement. This notice will be
repeated a second time on account statements following the commencing of the account
statement suppression. This notice will also appear electronically on the Internet for a
period of months. In addition, customers will be encouraged to contact the Funds’
customer service center with any questions about Fund or cash interest activity.

Response

On the basis of your representations and the facts presented, we find that it is
appropriate in the public interest and consistent with the protection of investors to grant,
and hereby grant, an exemption from Rule 10b-10 to permit LMIS to confirm automatic
dividend reinvestment transactions for dividends in shares of the Funds through the use of
quarterly account statements.

This exemption is conditioned on your representations and the facts presented, and
particularly on the fact that (1) LMIS will continue to confirm all account activity, except
the automatic reinvestment of dividends, as required by Rule 10b-10; (2) customers will be
able to obtain current information on automatic dividend reinvestment transactions via the
Internet and by contacting the Funds’ customer service center via telephone; and (3)
customers will receive quarterly statements confirming account activity, including
automatic dividend reinvestments in the Funds. Moreover, this exemption is strictly
limited to the application of Rule 10b-10 to automatic dividend reinvestments. The
Division of Trading and Markets expresses no view with respect to other questions that
LMIS’s activities may raise, including the applicability of any other federal or state laws,
or self-regulatory organization rules, to such activities.

Prior Exemptions pursuant to Rule 10b-10(f)

As noted in your letter, the Staff has provided exemptions pursuant to paragraph (f) of
Rule 10b-10 to permit broker-dealers to send quarterly account statements (in lieu of a monthly
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statements) to customers whose only account activity consists of transactions involving
automatic reinvestment of the receipt of dividends in the shares of money market funds.® Those
exemptions were largely based on facts and representations that are similar to those in your
letter, although your request applies to any money market funds that LMIS may underwrite in the
future.

Extension of Class Relief

With the experience we have gained in this area, we find that it is appropriate in the
public interest and consistent with the protection of investors to grant, and hereby grant, an
exemption from Rule 10b-10 to permit any broker-dealer to send quarterly account
statements (in lieu of a monthly statements) to customers whose only account activity
consists of transactions involving the automatic reinvestment of the receipt of dividends in
the shares of no-load, diversified, open-end investment companies registered under the
1940 Act that meet the requirements of Rule 2a-7 under that Act and that endeavor to
maintain a stable net asset value of $1.00 per share, provided that the broker-dealer
satisfies the following conditions: (1) the broker-dealer will continue to confirm all
account activity, except the automatic reinvestment of dividends, as required by Rule 10b-
10; (2) customers will be able to obtain current information on automatic dividend
reinvestment transactions via the Internet and by telephone; and (3) customers will receive
quarterly statements confirming account activity, including automatic dividend
reinvestments. Moreover, this exemption is strictly limited to the application of Rule 10b-
10 to automatic dividend reinvestments. :

The Division of Trading and Markets expresses no view with respect to other
questions that LMIS’s activities may raise, including the applicability of any other federal
or state laws, or self-regulatory organization rules, to such activities. Requests for relief
that cannot meet these criteria will continue to be considered upon request, on a case-by-
case basis.

For the Commission, by the
Division of Trading and Markets
Pursuant to delegated authority,3

b A Qens ——
Paula Jenson

Deputy Chief Counsel

? See Letters re: Edward D. Jones & Co., LP (August 1, 2003); D.4. Davidson & Co. (June 10, 2005).
* 17 CFR 5 200.30-3(a)(32)
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Apnil 6. 2009
Via Email and Federal Express

James L. Lastman, Esq.

Chief Counse] & Associate Director
Diviston of Trading and Markets

U.S. Securities and lixchange Commission
100 I Street. NI,

Washington. D.C. 20349

Re: Legs Mason Investor Services, LLLC - Request for Approval Per Rule
10b-10 to Suppress Monthly Account Statements for Certain Customers

Dear Mr. Eastman:

This letter is submitted on behall of T.egg Mason Investor Services, [L1.C
C'LMIST). LMIS hereby requests an exemption pursuant to Rule 10b-10 vuder the
Securities xchange Act ot 1934, Specificallv. LMIS secks permission 1o send quarterly
account statements {in licu of monthly statements) 10 its customuers whose only account
activity consists of transactions involving auntomatic reinvestment ot'the receipt of
dividends in the shares of the money market tunds listed in Annex A (the “Funds™). In
addition, LMIS requests that the exemption apply 1o any additional money market funds
for which it will serve as underwriter in the fulure.

Background of LMIS

ILMIS 15 a broker-dealer headquartered in Baltimore, Marviand. LMIS is tie
underwriter or sponsor of several mutual funds, including the Funds. LMIS is a member
firm of} and subjeet to superviston by, the Financial Indusey Regulatory Authority. With
respect to the Funds, LMIS serves over 16.500 customer accounts.

LMIS presently executes approximately 1,400 trades a day. o average, i the
shares of the Funds. All LMIS customers have the option to enlist i a lree service that
allows for clectronic viewing of customer bafances and transactions via a password
protecled site accessible via the Internet.

Money Market Dividends

By prospectus, LMIS offers to ity customers investments in shares ol the Funds,
as well as other mutual funds that are not the subjeet of this request.

AT2803345 ]
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Ax stated in their filings with the SEC. the Fonds are no-load diversified. open-
end management imvestment companies. The Funds are vlso registered pursuant to the
Investment Company Act of 1940 (the 1940 Act”). and comply with the various
requirements of Rule 2a-7 under the 1910 Act, which regulates money market mntial
funds. The Funds endeavor to maintain a stable net asset value of $1.00 per share.
Customers pre-designate the Fund class they wish to utilize, ind thereafier dividends e
paid and remvested into the selected Fund chass onee cach month (on the same day cach
month). at the same time for all Fund share classes. Currently. 1.M1S “confirms™ FFund
dividend reinvestiments by manthly account statement.

I MIS plans to suppress monthly statements (and thus send only quarterh
statements) if such dividend reivvestment constitutes the only activity i i givens month.
All other Fund transactions would continue to be contirmed in complianee with Rule
10b-10. The planned suppression would apply to all customer accounts. A customer will
receive a monthly statement inany month where there is any activity in the account
(including the deduction of any fee) other than the payment of and reinvestment of
dividends earned on I'und balunces in the account. Customers would always be able to
obtain current inforimation vn I'und transactions by contacting the Funds® customer
service center or by accessing their account vig the Internet.

LMIS is not aware ot any SEC rezulution or self-regulatory organization rule
requiring a broker-dealer 1o send acconnt stalements on a monthly basis. The
Commission indirectlv regulates account statement frequency through the excemptions
provided in Rule 10b-10. which. in the mam. allow for quarterly confirmation of certain
trimsitctions 1 categorized as pertaining to “periodic plans™ or “investment company
plans.”™ and monthly confinnation for other plans possessing specified charactertstics of
money manket tunds. The SEC has previousy provided exemptions in sinvilar
circomstances. including to D.A. Davidson & Co. (“D.A. Davidson™)! and to Edward .
Jones & Co. LP (“Edward ID. Jones™).” from Rule 10b-10, The analyvsis in this letier
relies on the imalyses inthe DAL Davidson and Fdward 1. Jones tetters and the courses
of action proposed therein.

The Funds fall into the category ol registered investment campanies as deseribed
in Rule 10b-10(b)(1). Assuch. per Rule 10b-10(b)(2). such transactions would need to
be confirmed on a monthly bisis. In cantrast. periodic plans may be confirmed by
quarterly statement. Rule 10b-10¢d)( 3} essentially defines a “periodic plan™ as any
written authorization jor a broker acting as agent to purchase or sell for a customer a
specific security “in specific amounts . . . at specitic iime intervals.” LMIS hereby
submits that the Fund reiny estnients are sufficiently similar to periodic plans so as to
warrant the same exception of quarterly confirmation.

Letter dated June 10, 2005, available @y hitpi/fiwww sec.gov/divisions/marketreg/mr-
noaction/day idson06 1005 . htm.

= Letter dated August 1. 2003, aviilable af httprwww.sec.gov/divisions/marketreg/mr-
noaction:cdwardd80103.bhun.
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Specifically, LMIS hereby submiis that its planned account statensents
suppression satisfics the Rule because of the following:

e Since cach Fund’s dividend policy is to distribule all meome on a dinly basis,
a slable NAV oF$1.00 15 maintained.

o Since Fund reinvestiments are aenerated at the same time. once each month,
they are made —at specific intervals.”

o Moreover. LNS plans o implement customer safeguards i conjunctien
with tie approval sought hercin (s discussed below).

Accordinaly. LMIS requests approval to send quarterly statenents (in licu of
monthly statements) for all customer accounts having only Fund reinyestment wctiv 11y
within i given quirter. Concarrentlyv, over the course of a vear, a customer would at the
very least receive four statements a vear (March, Jane. September and December),

Savings to Firm and Its Costomers

JAMIS estinates that, at the least. the suppression of monthly statements currently
beiny sem o customers of the FFunds during cach month in which mmoney market
dividends are posted would result inannual savings to the Funds of approximately
$83.000. This amount is derived by caleulating the operating costs of producing and
mailing monthly statements to the approximatiely 12,000 identified customers whose only
monthly activity is in the form of money market dividends.

Phanned Notifications and Safeouards

As part of its planned transition. LMIS has identified the customer measures
listed below, which largely track the notifications :and safeguards as outlined in the LA,
Davidson & Ldward D. Jones letters:

1. Customer Notification

LMIS intends 1o prominently display on a quarterly statement a notice to al!
customers explaining the chianges i account statement frequency. This notice will be
repeated a second time on account statements following the commencing of the accoum
siatement suppression. This notice will also appear electronically on the Internet for a
perivd of months (for the benefit of customers utifizing the Internet to aceess their
accounts). Customers would additionally be encouriged to comact the Fuids” customer
service center with any questions about Jund or cash interest activity.

2. System Override Capabilities

The planned suppression of monthiy statements for relevant accounts does not
preciude Firm personnel from reinstituting monthly reporting on an as-nceded basis. For

A/T2865345 1)
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example, i the Operations Department believed that an aceount warranted a notificiation
because of an additional charge or eredit, the svstem can return to monthly printine and
niailings.

3. Continuation of Customer Disclosures

Fhe account statement suppression discussed herein will in no way affect LMIS's
communication of existing customer notification requirements. For example. the Privacy
Notice required by Regulation S-P s currently delivered to customers either with an
annual prospectus update or in a separate mailing, and that delivery wili not be affectud
bv the requested retief. LMIS will ensure that all customers will continue to receive all
disclosines required by law.

4. Customer Call In Number

Lach account statement contains a *1-8007 munber for customer questtons, This
numyber is {or the Funds™ customer sevvice center, which will be trinned and wll
pusitioned Lo divect any questions from costomers concerning both the deerease in the
nuniner of account statements or to provide specitics about individual customer aecounts,

5. Enmployee Education

LMIS intends to immedistely potify all relevant associates of the plan to suppress
monthiy statements for certain accounts. This natilicaiion will mvolve electronic and
print guidance for both registered and wregistered personnel.

Additionally, the aecount statement suppression deseribed herein will in o way
affect the ability of regulators conducting imspections o immediately view all monthily
activity in cach customer’s account via various computerized screens and/or quarterly
customer statements. Of course, this information is also available for viewing by
customers (vis-u-vis their own accounts) over the Internet.

6. Change to Relevant Proxpectuses

LMES will work with representatives of the Iunds to ensiire any necessary
updaies to the prospectuses are made in a timely manner.

Conclusion

L.MIS beheves that the relicf sought herein is non-contros ersinl and consistent
with reliet previously provided by the Commission under similar circumstances.
Concurrently, 1.MIS notes that the planned changes are in keeping with industry progress
in geaeral and yecent Commission action i particular, Therefore. LMIS writes simply to
obtain formal approval for reductions in paperwork that have long been requested by and
approved for. broher-dealers bearing significant costs in generating mailings to customer
aceounts.

AS72E635I5 1
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L.MIS also understands that regardless of the nature of its request. a commitment
(o certain internad education ind external communication is necessary. 1.MIS would
appreciate your elforts to review this request as expeditiously as vour schedule permits,

Please call me at (617) 951-8247, or my partner l.ea Anne Copenhefer at (617)
93 1-8313, if you have any questions or if we can otherwise assist in resolving this matter.

Sincerely yours,
Roger PP Joseph
Attachment
e Brian A. Bussey. Lisq.

Ignacio A. Sandoval, Esq.
Lea Anne Copenheter, sy,

AJT2865545 11

Eorstiom ol uleher ((F

Our o wam o



Money Market Funds — by Trust

Leosa Vuson Partners Monev Marvket Trust

Citi California Tax Free Reserves

Citi Cash Reserves

Citi Connecticut Tax I'ree Reserves

Citi New York Tax Free Resenves

Citi Tax Free Reserves

Citi U.S. Treasury Resenves

Western Asset AMT Tax Free Money Market Fund
Western Asset California Municipal Money Market [and
\\ estern Asset Government Vioney Market Fund

W estern Assel Massachusens Municipal Money Market Fund
Western Asset New York Municipal Money Market Fund
Western Asset Money Market FFund

W estern Asset Municipa) Money Market fund

1.cep Mason Partners Institutional 1rust

Western Asset Institutional Money Market Tund

Citi Institutional Cash Reserves

Citi Institntiona] Liquid Reserves

Citi Institutional Tax Free Reserves

Citi Institutional U.S. Treasury Reserves

Western Assct Institutional Government Money Market 1'und
Western Asset Institutional Municipal Money Market Fund

Legg Mason Partners Premium Money Market Trust
Citi Preniam Liquid Reserves
Citi Premium ULS. Treasury Reserves

Lese Mason Partners Variable Income Trust
L.eeg Mason Partners Variable Money Market Portfolio

AJT280354
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