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“Citi” is a service mark of Citigroup, licensed for use by Legg Mason as the name of funds and investment
advisers. Legg Mason and its affiliates, as well as the Fund’s investment manager, are not affiliated with
Citigroup. Investments in the Fund are not bank deposits or obligations of Citibank.
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Fund At A Glance

Citi Institutional Liquid Reserves is a money market fund. Money market funds must follow strict rules about the
quality, maturity and other features of securities they purchase. The Fund tries to maintain a share price of $1.00
while paying income to shareholders. However, no money market fund guarantees that you will receive your

money back.
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Citi Institutional Liquid Reserves

This summary briefly describes Citi Institutional Liquid Reserves and the principal risks of investing in it. For more
information, see More About The Fund on page 15.

Fund Goal
The Fund’s goal is to provide shareholders with liquidity and as high a level of current income as is consistent with
preservation of capital. Of course, there is no assurance that the Fund will achieve its goal.

Main Investment Strategies
The Fund invests only in high quality, short-term money market instruments denominated in U.S. dollars. These
may include:

. obligations of U.S. and non-U.S. banks;

. commercial paper and asset-backed securities;

. short-term obligations of the U.S. government and its agencies and instrumentalities, and repurchase
agreements for these obligations; and

. obligations issued or guaranteed by the governments of Western Europe, Australia, Japan and
Canada.

The Fund may invest more than 25% of its assets in bank obligations, such as certificates of deposit, fixed time
deposits and bankers’ acceptances.

Please note that the Fund invests in securities through an underlying mutual fund.

Main Risks

Investing in a mutual fund involves risk. Although the Fund seeks to preserve the value of your investment at
$1.00 per share, it is possible to lose money by investing in this Fund. Please remember that an investment in the
Fund is not a bank deposit and is not insured or guaranteed by the Federal Deposit Insurance Corporation or any
other government agency.

The principal risks of investing in the Fund are described below. Please note that there are many other factors
that could adversely affect your investment, and that could prevent the Fund from achieving its goal; these other
factors are not described here. More information about risks appears in the Fund’s Statement of Additional
Information. Before investing, you should carefully consider the risks that you will assume.

Yield Fluctuation. The Fund invests in short-term money market instruments. As a result, the amount of income
paid to you by the Fund will go up or down depending on day-to-day variations in short-term interest rates.
Investing in high quality, short-term instruments may result in a lower yield (the income on your investment) than
investing in lower quality or longer-term instruments. When interest rates are very low, as they have been
recently, the Fund’s expenses could absorb all or a significant portion of the Fund’s income.

Credit Risk. The Fund invests in debt securities that are rated, when the Fund buys them, in the highest short-
term rating category by nationally recognized rating agencies or, if unrated, in the Subadviser’s opinion are of
comparable quality. However, it is possible that some issuers will be unable to make the required payments on
debt securities held by the Fund. Debt securities also go up or down in value based on the perceived
creditworthiness of issuers. A default on an investment held by the Fund could cause the value of your investment
in the Fund to decline.
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Interest Rate And Market Risk. A major change in interest rates or a significant decline in the market value of a
Fund investment, or other market event, could cause the value of your investment in the Fund, or its yield, to
decline.

Foreign Securities. You should be aware that investments in foreign securities involve risks relating to political,
social and economic developments abroad, as well as risks resulting from the differences between the regulations
to which U.S. and non-U.S. issuers and markets are subject. These risks may include expropriation of assets,
confiscatory taxation, withholding taxes on dividends and interest paid on fund investments, fluctuations in
currency exchange rates, currency exchange controls and other limitations on the use or transfer of assets by the
Fund or issuers of securities, and political or social instability. In addition, foreign companies may not be subject
to accounting standards or governmental supervision comparable to U.S. companies, and there may be less
public information about their operations. Foreign markets may be less liquid and more volatile than U.S. markets.
As a result, there may be rapid changes in the value of foreign securities. Foreign markets also may offer less
protection to investors, such as the Fund.

Concentration In The Banking Industry. The Fund may concentrate in bank obligations. This means that an
investment in the Fund may be particularly susceptible to adverse events affecting the banking industry. Banks
are highly regulated. Decisions by regulators may limit the loans banks make and the interest rates and fees they
charge, and may reduce bank profitability. Banks also depend on being able to obtain funds at reasonable costs
to finance their lending operations. This makes them sensitive to changes in money market and general economic
conditions. When a bank’s borrowers get in financial trouble, their failure to repay the bank will also affect the
bank’s financial situation.
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Fund Performance

The following bar chart and table can help you evaluate the risks and performance of the Fund. The bar chart
shows the total returns for the Fund’s Class A shares for the calendar years indicated. The table compares the
average annual returns for the Fund’s Class A shares to the performance of the iMoneyNet 1st Tier Institutional
Taxable Money Market Funds Average.

The Fund has authorized three classes of shares. Only Class A shares are offered by this prospectus. You should
note that the performance of a class will vary, depending on the expense level for that class.

Please remember that the Fund’s past performance is not necessarily an indication of how it will perform in the
future. The Fund’s performance reflects certain voluntary fee waivers and/or reimbursements. If, in the future,
these voluntary waivers or reimbursements are reduced or eliminated, the Fund’s performance may go down. For
current yield information, please call 1-800-331-1792, toll-free, or contact your account representative.

CITI INSTITUTIONAL LIQUID RESERVES
Annual Total Returns — Class A
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As of September 30, 2006, the Class A shares had a year-to-date return of 3.61%.

Fund’s Highest And Lowest Returns
For Calendar Quarters Covered by the Bar Chart

Class A Quarter Ending
Highest 1.65% 9/30/00
Lowest 0.24% 6/30/04

Average Annual Total Returns
as of December 31, 2005

1 Year 5 Years 10 Years
Class A Shares 3.20% 2.34% 4.00%
iMoneyNet
1st Tier
Institutional Taxable
Money Market
Funds Average 2.92% 2.08% 3.79%
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Fund Fees And Expenses
This table describes the fees and expenses that you may pay if you buy and hold Class A shares of the
Fund.

Fee Table

Shareholder Fees — Fees Paid Directly From Your Investment

Maximum Sales Charge (Load) Imposed on Purchases None
Maximum Deferred Sales Charge (Load) None

Annual Fund Operating Expenses®) Expenses that are deducted from Fund assets

Management Fees@ 0.18%
Distribution (12b-1) Fees (includes service fees) 0.10%
Other Expenses 0.03%
Total Annual Operating Expenses* 0.31%
*  Because of voluntary waivers and/or reimbursements actual total operating expenses are not expected to exceed: 0.20%

These voluntary fee waivers and reimbursements may be reduced or terminated at any time.

(1) The Fund invests in securities through an underlying mutual fund, Liquid Reserves Portfolio. This table reflects the direct
expenses of the Fund and its allocated share of expenses of Liquid Reserves Portfolio.

(2) The Fund pays management fees at an annual rate that decreases as Fund assets increase in accordance with the following
breakpoint schedule:

Average Daily Net Assets Management Fee Rate
First $1 billion 0.250%
Next $1 billion 0.225%
Next $3 billion 0.200%
Next $5 billion 0.175%
Over $10 billion 0.150%
EXAMPLE

This example helps you compare the costs of investing in the Fund with the costs of investing in other mutual
funds. Your actual costs may be higher or lower. The example assumes that:

¢ you invest $10,000 in the Fund for the time periods indicated;

* you reinvest all dividends;

« you then sell all of your shares at the end of those periods;

* your investment has a 5% return each year — the assumption of a 5% return is required by the SEC for the purpose of this example and is
not a prediction of the Fund'’s future performance; and

« the Fund’'s operating expenses as shown in the table remain the same — the example does not include voluntary waivers and
reimbursements.

Although your actual costs may be higher or lower, based on these assumptions your costs would be:

Citi Institutional Liquid Reserves 1Year 3Years 5Years 10 Years

Class A Shares $32 $100 $174 $394
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Your Account
How To Buy Shares

Shares of the Fund are offered continuously and purchases may be made Monday through Friday, except on
days on which the New York Stock Exchange (“NYSE”) is closed. The NYSE is closed on certain holidays listed in
the SAl. Class A shares may be purchased from the Fund'’s distributors, or from financial institutions, such as
federal or state-chartered banks, trust companies, savings and loan associations or savings banks, or broker-
dealers that have entered into a service agreement with the distributor concerning the Fund (called Service
Agents). For more information, or to purchase Class A shares directly from the Fund, please call the Fund at 1-
800-331-1792, toll-free.

Shares are purchased at net asset value (normally $1.00 per share) the next time it is calculated after your order
and the purchase price in federal or other immediately available funds are received in proper form by the Fund. If
you pay by check, your order is effective when the check clears. The Fund does not impose any minimum initial
or subsequent investment requirements but your Service Agent may. The Fund and the distributors have the right
to reject any purchase order or cease offering Fund shares at any time.

If you hold your shares through a Service Agent, your Service Agent will establish and maintain your account and
be the shareholder of record. In the event that the Fund holds a shareholder meeting, your Service Agent, as
record holder, will vote your shares in accordance with your instructions. If you do not give your Service Agent
voting instructions, your Service Agent may nonetheless, under certain circumstances, be entitled to vote your
shares. If you wish to transfer your account, you may transfer it to another financial institution that acts as a
Service Agent, or you may set up an account directly with the Fund’s co-transfer agent.

How The Price Of Your Shares Is Calculated

The Fund calculates its net asset value (NAV) at 4:00 p.m. Eastern time every day the NYSE is open for trading.
On days when the financial markets in which the Fund invests close early, NAV may be calculated as of the
earlier close of those markets. The Fund’s securities are valued at amortized cost, which is approximately equal
to market value.

How To Sell Shares

You may sell (redeem) your shares Monday through Friday, except on days on which the NYSE is closed. The
NYSE is closed on certain holidays listed in the SAI. You may make redemption requests in writing through the
Fund’s co-transfer agent or, if you hold your shares through a Service Agent, through your Service Agent. If your
account application permits, you may also make redemption requests by telephone. All redemption requests must
be in proper form, as determined by the co-transfer agent. Your Service Agent is responsible for promptly
submitting redemption requests to the Fund’s co-transfer agent. For your protection, the Fund may request
documentation for large redemptions or other unusual activity in your account.

The price of any redemption of Fund shares will be the NAV (normally $1.00 per share) the next time it is
calculated after your redemption
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request has been received. Fund shares are redeemed without a sales charge.

Other than as described below, you will receive your redemption proceeds in federal funds on the business day
on which you sell your shares, or if your redemption request is received by the co-transfer agent after 4:00 p.m.,
on the next business day. However, if Fedwire or the applicable Federal Reserve Bank is closed on the day your
redemption proceeds would otherwise be paid, payment of the redemption proceeds may be delayed one
additional business day. Your redemption proceeds also may be delayed, or your right to receive redemption
proceeds delayed or postponed, if the NYSE is closed (other than on weekends or holidays) or trading is
restricted, or if an emergency exists as determined by the SEC. The Fund has the right to pay your redemption
proceeds by giving you securities instead of cash. In that case, you may incur costs (such as brokerage
commissions) converting the securities into cash. You should be aware that you may have to pay taxes on your
redemption proceeds.

Your Service Agent may impose a minimum account balance requirement. If so, your Service Agent reserves the
right to close your account if it falls below the required minimum amount. You will have 60 days to make an
additional investment. If you do not increase your balance, your Service Agent may close your account and send
the proceeds to you. Your shares will be sold at net asset value (normally $1.00 per share) on the day your
account was closed. Please consult your Service Agent for more information.

The Fund may adopt other policies from time to time requiring mandatory redemption of shares in certain
circumstances.

Exchanges

Shares may be exchanged for shares of any other Fund offered in the CitiFunds® family (primarily money market
funds). You may place exchange orders through the co-transfer agent or, if you hold your shares through a
Service Agent, through your Service Agent. You may place exchange orders by telephone if your account
application permits. The co-transfer agent or your Service Agent can provide you with more information.

There is no sales charge on shares you get through an exchange.

The exchange privilege may be changed or terminated at any time. You should be aware that you may have to
pay taxes on your exchange.

Frequent Purchases And Redemptions Of Fund Shares

Money market funds are often used by investors for short term investments, in place of bank checking or saving
accounts, or for cash management purposes. Investors value the ability to add and withdraw their funds quickly,
without restriction. For this reason the Board of Trustees of the Fund has not adopted policies and procedures, or
imposed restrictions such as minimum holding periods, in order to deter frequent purchases and redemptions of
money market fund shares. The Board also believes that money market funds, such as the Fund, are not typically
targets of abusive trading practices, because money market funds seek to maintain a $1.00 per share price and
typically do not fluctuate in value based on market prices. However, some investors may seek to take advantage
of a short term disparity between the Fund’s yield and current market yields, which could have the effect of
reducing the Fund'’s yield. In addition, frequent purchases and

10
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redemptions of the Fund’s shares could increase the Fund’s portfolio transaction costs and may interfere with the
efficient management of the Fund’s portfolio, which could detract from the Fund’s performance.

Dividends

The Fund calculates its net income each business day when it calculates its NAV, and declares dividends for all
of its shareholders of record. Shares begin to accrue dividends on the day your purchase order is effective. You
will not receive dividends for the day on which your redemption order becomes effective. Dividends are distributed
once a month, on or before the last business day of the month. Unless you choose to receive your dividends in
cash, you will receive them as full and fractional additional Fund shares.

Tax Matters
This discussion of taxes is for general information only. You should consult your own tax adviser about your
particular situation.

Federal Taxation Of Distributions. You normally will have to pay federal income tax on any dividends and other
distributions you receive from the Fund, whether you take distributions in cash or reinvest them in additional
shares. Distributions designated as capital gain dividends are taxable as long-term capital gains. Other
distributions are generally taxable as ordinary income. The Fund does not expect any distributions to be treated
as “qualified dividend income,” which is taxed at reduced rates. Some dividends paid in January may be taxable
as if they had been paid the previous December.

State And Local Taxes. Generally, you will have to pay state or local taxes on Fund dividends and other
distributions, although distributions derived from interest on U.S. government obligations (but not distributions of
gain from the sale of such obligations) may be exempt from certain state and local taxes.

Taxation Of Transactions. If you sell Fund shares or exchange them for shares of another fund, it is generally
considered a taxable event. However, you will not have any gain or loss on the sale or exchange so long as the
Fund maintains a net asset value of $1.00 per share.

Foreign Shareholders. The Fund will withhold U.S. federal income tax at the rate of 30% (or any lower
applicable treaty rate) on taxable dividends and other payments subject to withholding taxes that are made to
persons who are neither citizens nor residents of the United States. You may be able to arrange for a lower
withholding rate under an applicable tax treaty by supplying the appropriate documentation required by the Fund.
For Fund taxable years beginning in 2006 and 2007, the Fund will not withhold with respect to dividends
designated as (@) interest-related dividends, to the extent such dividends are derived from the Fund’s “qualified
net interest income,” or (b) short-term capital gain dividends, to the extent such dividends are derived from the
Fund’s “qualified short-term gain.” “Qualified net interest income” is a Fund’s net income derived from interest and
from original issue discount, subject to certain exceptions and limitations. “Qualified short-term gain” generally
means the excess of the net short-term capital gain of a Fund for the taxable year over its net long-term capital
loss, if any. The Fund anticipates that substantially all distributions will be designated as interest-related
dividends. Distributions received from the Fund by non-U.S. persons also may be subject to tax under the laws of
their own jurisdictions.

11
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Backup Withholding. The account application asks each new investor to certify that the investor’s Social
Security or taxpayer identification number is correct and that the shareholder is not subject to backup withholding
for failing to report income to the IRS. The Fund may be required to withhold (and pay over to the IRS for your
credit) a percentage of certain distributions it pays you if you fail to provide this information or otherwise violate
IRS regulations. The backup withholding rate is scheduled to be 28% during 2007. Backup withholding will not,
however, be applied to payments that have been subject to the withholding tax described in the preceding
paragraph.

Management Of The Fund

Manager and Subadviser

Legg Mason Partners Fund Advisor, LLC (“LMPFA” or the “Manager”) is the Fund’s investment manager. LMPFA,
with offices at 399 Park Avenue, New York, New York 10022, is a recently-organized investment adviser that has
been formed to serve as the investment manager of the Fund and other Legg Mason-sponsored funds. LMPFA
provides administrative and certain oversight services to the Fund. Western Asset Management Company
(“Western Asset”) provides the day-to-day portfolio management of the Fund as subadviser.

Western Asset, established in 1971, has offices at 385 East Colorado Boulevard, Pasadena, California 91101.
Western Asset acts as investment adviser to institutional accounts, such as corporate pension plans, mutual
funds and endowment funds. As of September 30, 2006, Western Asset’s total assets under management were
approximately $545 billion.

LMPFA and Western Asset are wholly-owned subsidiaries of Legg Mason, Inc. (“Legg Mason”). Legg Mason,
whose principal executive offices are at 100 Light Street, Baltimore, Maryland 21202, is a global asset
management company. As of September 30, 2006, Legg Mason’s asset management operation had aggregate
assets under management of approximately $891 billion.

Prior to August 1, 2006, Citi Fund Management Inc. (“CFM”) was the Fund’s investment manager. CFM is also a
wholly-owned subsidiary of Legg Mason.

Management Fees
For the period from September 1, 2005 through July 31, 2006, the Fund paid CFM management fees of 0.11% of

the Fund'’s average daily net assets after waivers. For the period from August 1, 2006 through August 31, 2006,
the Fund paid LMPFA management fees of 0.00% of the Fund’s average daily net assets after waivers.

The Fund pays management fees at the following rates based on assets under management: 0.250% on assets
up to $1 billion, 0.225% on assets between $1 billion and $2 billion, 0.200% on assets between $2 billion and $5
billion, 0.175% on assets between $5 billion and $10 billion, and 0.150% on assets over $10 billion. Prior to
October 1, 2005, the Fund paid management fees of 0.250% of the Fund’s average daily net assets.

A discussion regarding the basis for the Board’s approval of the Fund’s management agreement and subadvisory
agreement is available in the Fund’s Annual Report for the fiscal year ended August 31, 2006.

12
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Other Information

The Fund’s Board has approved a number of initiatives designed to streamline and restructure the fund complex,
and has authorized seeking shareholder approval for those initiatives where shareholder approval is required.
These initiatives include the election of a new Board, the grouping of the Fund for organizational and governance
purposes with other funds in the fund complex that are predominantly fixed income funds, and adoption of a
single form of organization as a Maryland business trust, with all funds operating under uniform charter
documents. Fund shareholders entitled to vote also are being asked to approve investment matters, including
standardized fundamental investment policies. Proxy materials describing these matters were mailed in October
2006. If shareholder approval is obtained, these matters generally are expected to be effectuated during the first
half of 2007.

Distribution Arrangements
Legg Mason Investor Services, LLC (“LMIS”), a wholly-owned broker-dealer subsidiary of Legg Mason, and
Citigroup Global Markets Inc. (“CGMI”) serve as the Fund'’s Distributors.

The Fund offers other classes of shares with different expense levels. Only Class A shares are offered in this
prospectus. The Fund does not charge any sales loads, deferred sales loads or other fees in connection with the
purchase of Class A shares.

The Fund has adopted a 12b-1 plan for Class A shares under rule 12b-1 under the Investment Company Act of
1940. The 12b-1 plan allows the Fund to pay a monthly fee at an annual rate not to exceed 0.10% of the average
daily net assets represented by Class A shares. This fee may be used to make payments to the Distributors and
to Service Agents or others as compensation for the sale of Fund shares, and to make payments for advertising,
marketing or other promotional activity, or for providing personal service or the maintenance of shareholder
accounts. Because fees under the plan are paid out of Fund assets, over time these fees will increase the cost of
your investment and may cost you more than paying other types of sales charges.

In addition, the Distributors and/or their affiliates may make payments for distribution and/or shareholder servicing
activities out of their past profits and other available sources. The Distributors may also make payments for
marketing, promotional or related expenses to dealers. The amount of these payments is determined by the
Distributors and may be substantial. The Manager or its affiliates may make similar payments under similar
arrangements.

The payments described above are often referred to as “revenue sharing payments.” The recipients of such
payments may include the Fund’s Distributors, affiliates of the Manager, broker-dealers, financial institutions and
other financial intermediaries through which investors may purchase shares of the Fund. In some circumstances,
such payments may create an incentive for an intermediary or its employees or associated persons to
recommend or sell shares of the Fund to you. Please contact your financial intermediary for details about revenue
sharing payments it may receive.

Recent Developments

On May 31, 2005, the Securities and Exchange Commission (the “SEC”) issued an order in connection with the
settlement of an administrative proceeding against Smith Barney Fund Management LLC (“SBFM”) and CGMI,
relating

13
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to the appointment of an affiliated transfer agent for the Smith Barney family of mutual funds (the “Affected
Funds”).

The SEC order finds that SBFM and CGMI willfully violated Section 206(1) of the Investment Advisers Act of
1940, as amended, and the rules promulgated thereunder (the “Advisers Act”). Specifically, the order finds that
SBFM and CGMI knowingly or recklessly failed to disclose to the boards of the Affected Funds in 1999 when
proposing a new transfer agent arrangement with an affiliated transfer agent: that First Data Investors Services
Group (“First Data”), the Affected Funds’ then-existing transfer agent, had offered to continue as transfer agent
and do the same work for substantially less money than before; and that Citigroup Asset Management (“CAM”),
the Citigroup business unit that, at the time, included the Affected Funds’ investment manager and other
investment advisory companies, had entered into a side letter with First Data under which CAM agreed to
recommend the appointment of First Data as sub-transfer agent to the affiliated transfer agent in exchange,
among other things, for a guarantee by First Data of specified amounts of asset management and investment
banking fees to CAM and CGMI. The order also finds that SBFM and CGMI willfully violated Section 206(2) of the
Advisers Act by virtue of the omissions discussed above and other misrepresentations and omissions in the
materials provided to the Affected Funds’ boards, including the failure to make clear that the affiliated transfer
agent would earn a high profit for performing limited functions while First Data continued to perform almost all of
the transfer agent functions, and the suggestion that the proposed arrangement was in the Affected Funds’ best
interests and that no viable alternatives existed.

SBFM and CGMI do not admit or deny any wrongdoing or liability. The settlement does not establish wrongdoing
or liability for purposes of any other proceeding. The SEC censured SBFM and CGMI and ordered them to cease
and desist from violations of Sections 206(1) and 206(2) of the Advisers Act. The order required Citigroup to pay
$208.1 million, including $109 million in disgorgement of profits, $19.1 million in interest, and a civil money penalty
of $80 million. Approximately $24.4 million has already been paid to the Affected Funds, primarily through fee
waivers. The remaining $183.7 million, including the penalty, has been paid to the U.S. Treasury and will be
distributed pursuant to a plan submitted for the approval of the SEC. At this time, there is no certainty as to how
the above-described proceeds of the settlement will be distributed, to whom such distributions will be made, the
methodology by which such distributions will be allocated, and when such distributions will be made. The order
also required that transfer agency fees received from the Affected Funds since December 1, 2004, less certain
expenses, be placed in escrow and provided that a portion of such fees might be subsequently distributed in
accordance with the terms of the order. On April 3, 2006, an aggregate amount of approximately $9 million held in
escrow was distributed to the Affected Funds.

The order required SBFM to recommend a new transfer agent contract to the Fund boards within 180 days of the
entry of the order; if a Citigroup affiliate submitted a proposal to serve as transfer agent or sub-transfer agent,
SBFM and CGMI would have been required, at their expense, to engage an independent monitor to oversee a
competitive bidding process. On November 21, 2005, and within the specified timeframe, the Affected Funds’
Boards selected

14
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a new transfer agent for the Affected Funds. No Citigroup affiliate submitted a proposal to serve as transfer agent.
Under the order, SBFM also must comply with an amended version of a vendor policy that Citigroup instituted in
August 2004.

Although there can be no assurance, the Manager does not believe that this matter will have a material adverse
effect on the Affected Funds.

The Fund is not one of the Affected Funds, and therefore did not implement the transfer agent arrangements
described above. The Fund has not and will not receive any portion of the distributions.

On December 1, 2005, Citigroup completed the sale of substantially all of its global asset management business,
including SBFM, to Legg Mason.

More About The Fund

The Fund’s goals, principal investments and risks are summarized in Fund At A Glance. More information on
investments and investment strategies appears below.

Principal Investment Strategies

The Fund’s principal investment strategies are strategies that, in the opinion of the portfolio managers, are most
likely to be important in trying to achieve the Fund’s investment goals. Of course, there can be no assurance that
the Fund will achieve its goals. Please note that the Fund may also use strategies and invest in securities that are
described in the Statement of Additional Information. The Fund may not use all of the strategies and techniques
or invest in all of the types of securities described in the Prospectus or in the Statement of Additional Information.

The Fund has specific investment policies and procedures designed to maintain a constant net asset value of
$1.00 per share. The Fund also complies with industry regulations that apply to money market funds. These
regulations require that the Fund’s investments mature or be deemed to mature within 397 days from the date
purchased and that the average maturity of the Fund’s investments (on a dollar-weighted basis) be 90 days or
less. In addition, the regulations require that all of the Fund’s investments be in U.S. dollar-denominated high
quality securities which have been determined by the Subadviser to present minimal credit risk. To be considered
high quality under the regulations, a security (or its issuer) must be rated in one of the two highest short-term
ratings categories by nationally recognized ratings agencies, such as Moody’s or Standard & Poor’s, or, if
unrated, in the Subadviser’s opinion, be of comparable quality. The Fund has adopted investment policies that are
more restrictive than the regulations. The investment policies require that all of the Fund’s investments be in U.S.
dollar-denominated “first-tier” securities which have been determined by the Subadviser to present minimal credit
risks. To be a “first-tier” security, a security (or its issuer) must be rated in the highest short-term rating category
by nationally recognized rating agencies, or, if unrated, in the Subadviser’s opinion be of comparable quality.
Investors should note that within this rating category there may be sub-categories or gradations indicating relative
quality. If the credit quality of a security deteriorates after the Fund buys it, the portfolio managers will decide
whether the security should be held or sold.

Money market instruments in which the Fund may invest include instruments specifically
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structured so that they are eligible for purchase by money market funds, including securities that have demand,
tender or put features, or interest rate reset features, and may take the form of participation interests or receipts in
an underlying security, in some cases backed by a financial institution serving as a liquidity provider. Some of
these instruments may have an interest rate swap feature which substitutes a floating or variable interest rate for
the fixed interest rate on an underlying security, or may represent the right to receive only the interest or principal
component on the underlying security. These instruments may be considered to be derivatives.

What Are Money Market Instruments?

Money market instruments are short-term I0Us issued by banks or other issuers, the U.S. or a foreign
government, or state or local governments. Money market instruments generally have maturity dates of 13
months or less. Money market instruments may include certificates of deposit, bankers’ acceptances,
variable rate demand notes (where the interest rate is reset periodically and the holder may demand payment
from the issuer at any time), fixed-term obligations, commercial paper (short-term unsecured debt), asset-
backed securities (which are backed by pools of accounts receivable such as car installment loans or credit
card receivables) and repurchase agreements. In a repurchase agreement, the seller sells a security and
agrees to buy it back at a later date (usually within seven days) and at a higher price, which reflects an agreed
upon interest rate.

The Fund invests in high quality U.S. dollar-denominated money market instruments of U.S. and non-U.S.
issuers. These obligations include U.S. government obligations, obligations of U.S. and non-U.S. banks,
obligations issued or guaranteed by the governments of Western Europe, Australia, Japan and Canada,
commercial paper, asset-backed securities and repurchase agreements. The Fund’s U.S. government obligations
may include U.S. Treasury bills, bonds and notes and obligations of U.S. government agencies and
instrumentalities that may, but need not, be backed by the full faith and credit of the United States. The Fund may
invest more than 25% of its assets in bank obligations, including certificates of deposit, fixed time deposits and
bankers’ acceptances. The Fund'’s investment goals and policies may be changed without a shareholder vote.

$1.00 Net Asset Value. In order to maintain a $1.00 per share net asset value, the Fund could reduce the
number of its outstanding shares. For example, the Fund could do this if there were a default on an investment
held by the Fund, if expenses exceed the Fund’s income, or if an investment declined significantly in value. If this
happened, you would own fewer shares. By investing in the Fund, you agree to this reduction should it become
necessary.

Investment Structure. The Fund does not invest directly in securities but instead invests through an underlying
mutual fund having the same goals and strategies. Unless otherwise indicated, references to the Fund in this
Prospectus include the underlying fund. The Fund may stop investing in its corresponding underlying fund at any
time, and will do so if the Fund’s Trustees believe that to be in the shareholders’ best interests. The Fund could
then invest in one or more other mutual funds or pooled investment vehicles, or could invest directly in securities.
Investors should note that other funds invest in the same underlying mutual fund. These other funds may have
lower expenses, and correspondingly higher perfor-
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mance, than Class A shares of Citi Institutional Liquid Reserves.

Management Style. Managers of mutual funds use different styles when selecting securities to purchase. The
Fund’s portfolio managers use a “top-down” approach when selecting securities for the Fund. When using a “top-
down” approach, the portfolio managers look first at broad economic factors and market conditions, such as
prevailing and anticipated interest rates. On the basis of those factors and conditions, the portfolio managers
select optimal interest rates and maturities and choose certain sectors or industries within the overall market. The
portfolio managers then look at individual companies within those sectors or industries to select securities for the
investment portfolio.

Since the Fund maintains a weighted average maturity of no more than 90 days, many of its investments are held
until maturity. The portfolio managers may sell a security before maturity when it is necessary to do so to meet
redemption requests. The portfolio managers may also sell a security if the portfolio managers believe the issuer
is no longer as creditworthy, or in order to adjust the average weighted maturity of the Fund'’s portfolio (for
example, to reflect changes in the portfolio managers’ expectations concerning interest rates), or when the
portfolio managers believe there is superior value in other market sectors or industries.

Portfolio Holdings
The Fund’s policies and procedures with respect to the disclosure of the Fund’s portfolio securities are described
in the SAL.

17

http://prospectus-express.newriver.com/pnet/get template.asp?clientid=legg&fundid=1729... 2/27/2007



Legg Mason Page 19 of 20

Financial Highlights

The financial highlights table is intended to help you understand Citi Institutional Liquid Reserves’ financial
performance for the past 5 years. Certain information reflects financial results for a single Class A Fund share.
The total returns in the table represent the rate that an investor would have earned on an investment in the Fund
(assuming reinvestment of all dividends and distributions). The information for the fiscal years ended August 31,
2006 and 2005 has been derived from the Fund’s financial statements, which have been audited by KPMG LLP,
independent registered public accountants, whose report, along with the Fund’s financial statements and financial
highlights, is included in the annual report which is available upon request. The information in the following table
for the fiscal years ended August 31, 2002, 2003 and 2004 were audited by other independent registered public
accountants.

Citi Institutional Liquid Reserves

For a share of beneficial interest outstanding throughout each year ended August 31,

Class A 2006 2005 2004 2003 2002
Net Asset Value, Beginning of Year $ 1.000 $ 1.000 $ 1.000 $ 1.000 $ 1.000
Income From Operations:
Net investment income 0.044 0.025 0.010 0.013 0.022
Net realized gain (loss) (0.000)(1) 0.000(1) 0.000(1) — —
Total Income from Operations 0.044 0.025 0.010 0.013 0.022
Less Distributions From:
Net investment income (0.044) (0.025) (0.010) (0.013) (0.022)
Net realized gain — (0.000)(2) (0.000)(2) — —
Total Distributions (0.044) (0.025) (0.010) (0.013)  (0.022)
Net Asset Value, End of Year $ 1.000 $ 1.000 $ 1.000 $ 1.000 $ 1.000
Total Return®® 4.49% 2.50% 1.03% 1.31% 2.26%
Net Assets, End of Year (millions) $ 10,261 $22,459 $17,849 $22,656  $27,835
Ratios to Average Net Assets:
Gross expenses®) 0.31% 0.38% 0.38% 0.38% 0.43%
Net expenses®#©) 0.13 0.15 0.16 0.18 0.20
Net investment income 4.25 2.53 1.03 1.32 2.18
@ Amount represents less than $0.001 per share.
@ Performance figures may reflect fee waivers and/or expense reimbursements. Past performance is no guarantee of future results. In the
absence of fee waivers and/or expense reimbursements, the total return would have been lower.
®) Includes the Fund’s share of Liquid Reserves Portfolio’s allocated expenses.
“) As a result of an expense limitation, the ratio of expenses to average net assets of Class A shares did not exceed 0.20%.
®) Reflects fee waivers and/or expense reimbursements.
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The Statement of Additional Information (SAI) provides more details about the Fund and its policies. The SAl is
incorporated by reference into this Prospectus and is legally part of it.

Additional information about the Fund’s investments is available in the Fund’s Annual and Semi-Annual Reports
to Shareholders. In the Fund’'s Annual Report, you will find a discussion of the market conditions and investment
strategies that significantly affected Fund performance during its last fiscal year.

To obtain free copies of the SAI and the Annual and Semi-Annual Reports or to make other inquiries, please call
1-800-331-1792, toll-free, or your account representative. You may also obtain free copies of the SAlI and Annual
and Semi-Annual Reports by visiting www.leggmason.com/InvestorServices.

The SAl, reports, and other information about the Fund are also available on the EDGAR Database on the SEC
Internet site at http://www.sec.gov. Information about the Fund (including the SAI) can also be reviewed and
copied at the SEC’s Public Reference Room in Washington, DC. You can get information on the operation of the
Public Reference Room by calling the SEC at 1-202-551-8090. Copies may also be obtained upon payment of a
duplicating fee by electronic request to publicinfo@sec.gov, or by writing to the SEC’s Public Reference Section,
Washington, DC 20549-6009.

SEC File Number: 811-6740 FD 03310 12/06

http://prospectus-express.newriver.com/pnet/get template.asp?clientid=legg&fundid=1729... 2/27/2007



