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LEGG MASON REPORTS FOURTH QUARTER AND FISCAL YEAR-END RESULTS
-- Fourth Quarter Net Income of $69 Million, or $0.58 per Diluted Share --
-- Fourth Quarter Adjusted Income of $104 Million, or $0.86 per Diluted Share --
-- Assets Under Management of $702 Billion --

Baltimore, Maryland — May 1, 2014 — Legg Mason, Inc. (NYSE: LM) today reported its operating results for the
fourth fiscal quarter and fiscal year ended March 31, 2014. For the fourth quarter of fiscal year 2014 the
Company reported net income' of $68.9 million, or $0.58 per diluted share, as compared with net income of
$81.7 million, or $0.67 per diluted share, in the prior quarter, and net income of $29.2 million, or $0.23 per
diluted share, in the fourth quarter of fiscal 2013. Adjusted income? for the fourth quarter was $103.5 million, or
$0.86 per diluted share, as compared to $124.6 million, or $1.03 per diluted share, in the prior quarter and $66.7
million, or $0.52 per diluted share, in the fourth quarter of fiscal 2013. For the fourth quarter, operating revenues
were $681.4 million, down 5% from $720.1 million in the prior quarter and up 2% from $667.8 million in the
fourth quarter of fiscal 2013. Operating expenses were $562.1 million, down 6% from $598.4 million in the prior
quarter, and down 10% from $624.8 million in the fourth quarter of fiscal 2013.

Net income for fiscal year 2014 was $284.8 million, or $2.33 per diluted share, compared to a net loss for fiscal
year 2013 of $353.3 million, or $2.65 per diluted share. Adjusted income for the year was $417.8 million, or
$3.41 per diluted share, compared to adjusted income of $347.2 million, or $2.61 per diluted share, for fiscal
year 2013. Operating revenues for fiscal year 2014 were $2.7 billion, up 5% from $2.6 billion for fiscal year
2013. Operating expenses for fiscal year 2014 were $2.3 billion, down 24% from $3.0 billion for fiscal year
2013. For fiscal year 2014, operating expenses were flat compared to fiscal year 2013, excluding the non-cash
impairment charges related to intangible assets of $734.0 million that occurred in fiscal year 2013.

Assets Under Management (“AUM”) were $701.8 billion, up 3% from $679.5 billion as of December 31, 2013
and up 6% from $664.6 billion as of March 31, 2013.

(Amounts in millions, except per share amounts)

Quarters Ended Fiscal Year Ended
Mar Dec Mar Mar Mar
2014 2013 2013 2014 2013
Total Operating Revenues $ 6814 $ 7201 $ 667.8 $2,741.8 $2,612.6
Total Operating Expenses 562.1 598.4 624.8 2,310.9 3,047.1
Operating Income (Loss) 119.3 121.7 43.0 430.9 (434.5)
Net Income (Loss)' 68.9 81.7 29.2 284.8 (353.3)
Adjusted Income? 103.5 124.6 66.7 417.8 347.2
Net Income (Loss) Per Share - Diluted’ 0.58 0.67 0.23 2.33 (2.65)
Adjusted Income Per Share - Diluted? 0.86 1.03 0.52 3.41 2.61

(1) Net Income (Loss) Attributable to Legg Mason, Inc.
(2) See “Use of Supplemental Non-GAAP Financial Information” below.

Batterymarch « Brandywine Global « ClearBridge Investments * Legg Mason Global Asset Allocation ¢ Legg Mason Global Equities Group
Permal + Royce & Associates * Western Asset Management



LEGG MAS ON News Release

GLOBAL ASSET MANAGEMENT
Comments on the Fourth Quarter of Fiscal Year 2014 Results

Joseph A. Sullivan, President and CEO of Legg Mason said, “During the quarter, Legg Mason delivered solid
earnings and made significant progress relative to our growth initiatives for the coming fiscal year. Specifically,
to further enhance our investment capabilities, we announced a definitive agreement to acquire QS Investors
and our intent to combine the firm with Batterymarch and LMGAA over time to create a world-class solutions
and global quantitative equity platform. Separately, as part of our ongoing commitment to create long-term
incentives that better align the interests of our affiliates and shareholders, Legg Mason also finalized a
management equity plan for ClearBridge Investments, our largest equity affiliate. Finally, during the quarter,
our distribution team began implementing a plan to extend and deepen our coverage of key client segments and
channels.

“Over the past several quarters, we have made progress on both flows and asset mix, and sustaining that
momentum in both retail and institutional channels remains a critical priority. At the same time, we continue to
allocate capital on behalf of our shareholders, announcing a 23% increase in our quarterly dividend while
continuing to repurchase shares. We remain committed to long-term value creation for our shareholders
through thoughtful capital allocation and investment in various growth initiatives.”

Assets Under Management Increased to $702 Billion

AUM increased to $701.8 billion compared with $679.5 billion at December 31, 2013, primarily driven by $14.0
billion in market performance and positive foreign exchange, as well as inflows of $8.3 billion. AUM was up 6%
from $664.6 billion as of March 31, 2013.

e Equity inflows were approximately $500 million, fixed income outflows were approximately $800 million,
and liquidity inflows were $8.6 billion for the quarter ended March 31, 2014.

e At March 31, 2014, fixed income represented 52% of AUM, while equity represented 27% and liquidity
represented 21% of AUM.

e By client domicile, 61% of AUM was United States and 39% of AUM was non-U.S.

e Average AUM during the quarter was $689.0 billion compared to $670.0 billion in the prior quarter and
$657.4 billion in the fourth quarter of fiscal year 2013. Average long-term AUM was $543.9 billion
compared to $533.4 billion in the prior quarter and $518.8 billion in the fourth quarter of fiscal year 2013.

Comparison to the Third Quarter of Fiscal Year 2014

Net income was $68.9 million, or $0.58 per diluted share, as compared with net income of $81.7 million, or
$0.67 per diluted share, in the third quarter of fiscal year 2014. The current quarter included $17.0 million in
performance fees, which was $33.8 million, or $0.11 per diluted share lower than $50.7 million in performance
fees in the prior quarter, which included calendar year-end related performance fee locks. In addition, the
current quarter results included an effective tax rate of 41.9% reflecting the impact attributable to revised annual
state apportionment factors as well as reserve valuation allowance true-ups. This compared to an effective tax
rate of 36.5% in the prior quarter, and the differential reduced net income by $6.0 million, or $0.05 per diluted
share.

e Operating revenues of $681.4 million were down 5% compared to $720.1 million in the prior quarter,
primarily due to a $33.8 million decrease in performance fees and a reduction in revenue resulting from
two fewer days in the quarter, offset in part by higher average AUM.

e Operating expenses of $562.1 million were down 6% from $598.4 million in the prior quarter and
included $10.1 million in costs related to various corporate initiatives and the QS Investors integrations,
compared to $12.3 million of corporate initiative costs in the prior quarter. In addition, the current
quarter expenses included a gain of $4.4 million in the market value of deferred compensation and seed
investments, which are recorded as an increase in compensation and benefits with an offset in other
non-operating income, compared to a gain of $6.5 million in the prior quarter. The current quarter results
included a $4.7 million franchise tax adjustment credit while the prior quarter included a $5.0 million
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charge related to a fair value adjustment of the contingent consideration liability from the Fauchier
acquisition. Excluding the above items, operating expenses decreased by 4% from the third quarter of
fiscal 2014, reflecting lower revenue share compensation related to lower revenues.

e Other non-operating expense was $7.4 million, as compared to $4.3 million of non-operating income in
the prior quarter. Gains on corporate investments, not offset in compensation, were $4.4 million
compared with gains of $10.0 million in the prior quarter. The current quarter also included gains on
funded deferred compensation and seed investments, as described above. In addition, the current
quarter included $3.6 million in losses associated with consolidated investment vehicles compared to
$1.2 million of losses in the prior quarter. The consolidation of investment vehicles had no impact on
net income as the effects of consolidation are fully attributable to noncontrolling interests.

° Operatin% margin was 17.5%, as compared to 16.9% in the prior quarter. Operating margin, as
adjusted,” was 23.3%, as compared with 24.1% in the prior quarter.

e Adjusted income was $103.5 million, or $0.86 per diluted share, compared to adjusted income of $124.6
million, or $1.03 per diluted share, in the prior quarter.

Comparison to the Fourth Quarter of Fiscal Year 2013

Net income was $68.9 million, or $0.58 per diluted share, as compared with net income of $29.2 million, or
$0.23 per diluted share, in the fourth quarter of fiscal year 2013. The current quarter results included $10.1
million, or $0.06 per diluted share, in severance and other operating expenses related to several previously
disclosed corporate initiatives as well as the QS Investors integrations. The prior year quarter included real
estate related losses of $52.8 million, or $0.27 per diluted share. In addition, the current quarter results included
an effective tax rate of 41.9% reflecting the impact attributable to revised annual state apportionment factors as
well as reserve valuation allowance true-ups. This compared to an effective tax rate of 36.9% in the prior
quarter, and the differential reduced net income by $5.5 million, or $0.05 per diluted share.

e Operating revenues of $681.4 million were up 2% from $667.8 million in the fourth quarter of fiscal
2013, primarily due to higher average equity AUM, while performance fees were lower as the prior year
quarter included significant fees from accounts with annual locks.

e Operating expenses of $562.1 million were down 10% from $624.8 million in the fourth quarter of fiscal
2013 which included $52.8 million in real estate-related losses. There were also $10.1 million of
current quarter operating expenses related to various corporate initiatives and the QS Investors
integrations compared to $8.5 million of severance and deferred compensation costs related to a senior
management restructuring in the prior year quarter. The current quarter’s expenses included a gain of
$4.4 million in the market value of deferred compensation and seed investments which are recorded as
an increase in compensation and benefits with an offset in other non-operating income, compared to a
gain of $7.2 million in the fourth quarter of fiscal 2013. This quarter’s results also included a $4.7 million
franchise tax adjustment credit.

e Other non-operating expense was $7.4 million, as compared to non-operating income of $5.6 million in
the fourth quarter of fiscal year 2013. Gains on corporate investments not offset by compensation were
$4.4 million compared with gains of $10.0 million in the fourth quarter of fiscal 2013. The current quarter
also included gains on funded deferred compensation and seed investments, as described above. In
addition, the current quarter included $3.6 million in losses associated with consolidated investment
vehicles compared to $2.2 million in gains in the fourth quarter of fiscal year 2013. The consolidation of
investment vehicles has no impact on net income as the effects of consolidation are fully attributable to
noncontrolling interests.

e Operating margin was 17.5%, as compared to 6.4% in the prior year quarter. Operating margin, as
adjusted, was 23.3%, as compared with 10.4% in the prior year quarter.

e Adjusted income was $103.5 million, or $0.86 per diluted share, compared to adjusted income of $66.7
million, or $0.52 per diluted share, in the prior year quarter.
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Comparison to the Full Year Fiscal Year 2013

Net income was $284.8 million, or $2.33 per diluted share, as compared with a net loss of $353.3 million, or
$2.65 per diluted share for fiscal year 2013. The prior year’s results included $734.0 million, or $3.81 per diluted
share, of non-cash impairment charges related to intangible assets.

Operating revenues of $2.7 billion increased 5% from $2.6 billion in fiscal year 2013, reflecting a 3%
increase in average AUM, a more favorable AUM mix and a 9% increase in performance fees.

Operating expenses of $2.3 billion were down from $3.0 billion in fiscal year 2013 primarily due to
$734.0 million in non-cash impairment charges relating to intangible assets in the prior year. The
current year’'s expenses also included a $17.0 million gain in the market value of deferred compensation
and seed investments which are recorded as an increase in compensation and benefits with an offset in
other non-operating income, compared to a gain of $36.5 million in fiscal year 2013. Fiscal year 2014
expenses included $31.9 million in costs related to various corporate initiatives and the QS Investors
integrations. Fiscal year 2013 expenses also included $52.8 million in real estate related losses.

Other non-operating expense was $11.3 million, as compared to $76.1 million in expenses in fiscal year
2013. Fiscal year 2013 included a non-operating charge of $69.0 million arising from the
extinguishment and subsequent refinancing of debt. Gains on corporate investments, not offset in
compensation were $19.2 million compared with $15.6 million of gains in fiscal year 2013. The current
year also included gains on funded deferred compensation and seed investments, as described above.
In addition, the current year included $0.9 million in losses associated with consolidated investment
vehicles, as compared to $3.9 million in losses in fiscal year 2013. The consolidation of investment
vehicles has no impact on net income as the effects of consolidation are fully attributable to
noncontrolling interests.

Operating margin was 15.7% compared to a negative operating margin in the prior year due to the non-
cash impairment charges related to intangible assets.

Operating margin, as adjusted, was 22.0%, as compared with 17.5% in the prior year. Adjusted income
was $417.8 million, or $3.41 per diluted share, compared to adjusted income of $347.2 million, or $2.61
per diluted share, in fiscal year 2013.

Quarterly Business Developments and Recent Announcements

Legg Mason announced a definitive agreement to acquire QS Investors. Legg Mason’s existing
quantitative equity platform, Batterymarch Financial Management, and its existing solutions platform,
Legg Mason Global Asset Allocation, will be integrated over time into QS Investors as a result of the
transaction.

Legg Mason and ClearBridge Investments implemented a management equity plan effective March 31,
2014.

Permal launched the Alternative Select Fund, marking Legg Mason’s expansion into the liquid
alternatives space.

Legg Mason received a number of awards across ClearBridge Investments, LMM and Western Asset
from Benchmark Magazine in Hong Kong for the BENCHMARK Fund of the Year Awards for 2013.
Benchmark also named Legg Mason as the House Winner: Best-In-Class, US Equity across the range
of equity funds offered in Hong Kong.

Western Asset, ClearBridge Investments and LMGAA won Lipper Fund awards for performance as of
December 31, 2013. The Western Core Bond Fund won for its institutional share class in the 5-year
category in the US and the Western High Income Corporate Bond Fund won in the 3-year category in
Japan. The ClearBridge International Value Fund’s institutional share class won for the 3-year category
while the Legg Mason Target Retirement Fund | won for the 5-year category.
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Quarterly Performance

At March 31, 2014:
1-Year 3-Year 5-Year 10-Year
% of Strategy AUM beating Benchmark® 75% 87% 84% 92%

% of Long-Term US Fund Assets beating Lipper Category Average3

Equity 39% 55% 42% 60%
Fixed Income 54% 78% 83% 86%
Total US Fund Assets 44% 63% 56% 68%

Of Legg Mason'’s long-term U.S. mutual fund assets, 39% were rated 4 or 5 stars by Morningstar.

Balance Sheet

At March 31, 2014, Legg Mason’s cash position was $858 million. Total debt was $1.0 billion and stockholders'
equity was $4.7 billion. The ratio of total debt to total capital (total equity plus total debt excluding consolidated
investment vehicles) was 18%, down from 19% in the prior quarter. In the quarter, the Company completed

additional open market purchases of 2.0 million shares, which reduced weighted average shares by 0.7 million.

The Board of Directors has declared a quarterly cash dividend on the Company’s common stock in the amount
of $0.16 per share. The dividend is payable July 14, 2014 to shareholders of record at the close of business
June 17, 2014.

Conference Call to Discuss Results

A conference call to discuss the Company's results, hosted by Mr. Sullivan, will be held at 8:00 am EDT today.
The call will be open to the general public. Interested participants should access the call by dialing 1-800-447-
0521 (or for international calls 1-847-413-3238), confirmation number 37074851 at least 10 minutes prior to the
scheduled start to ensure connection.

The presentation slides that will be reviewed during the conference call will be available on the Investor
Relations section of the Legg Mason website shortly after the release of the financial results.

A replay of the live broadcast will be available on the Legg Mason website, in the investor relations section, or
by dialing 1-888-843-7419 (or for international calls 1-630-652-3042), enter pass code 37074851# when
prompted. Please note that the replay will be available beginning at 10:30 a.m. EDT on Thursday, May 1, 2014,
and ending at 11:59 p.m. EDT on May 15, 2014.

®See “Supplemental Data Regarding Quarterly Performance” below.
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About Legg Mason

Legg Mason is a global asset management firm, with $702 billion in assets under management as of March 31,
2014. The Company provides active asset management in many major investment centers throughout the
world. Legg Mason is headquartered in Baltimore, Maryland, and its common stock is listed on the New York
Stock Exchange (symbol: LM).

This release contains forward-looking statements subject to risks, uncertainties and other factors that may
cause actual results to differ materially. For a discussion of these risks and uncertainties, see "Risk Factors" and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Legg Mason's
Annual Report on Form 10-K for the fiscal year ended March 31, 2013 and in the Company’s quarterly reports
on Form 10-Q.

Supplemental Data Regarding Quarterly Performance

Strategy Performance

For purposes of investment performance comparisons, strategies are an aggregation of discretionary portfolios
(separate accounts, investment funds, and other products) into a single group that represents a particular
investment objective. In the case of separate accounts, the investment performance of the account is based
upon the performance of the strategy to which the account has been assigned. Each of our asset managers
has its own specific guidelines for including portfolios in their strategies. For those managers which manage
both separate accounts and investment funds in the same strategy, the performance comparison for all of the
assets is based upon the performance of the separate account.

Approximately ninety percent of total AUM is included in strategy AUM as of March 31, 2014, although not all
strategies have three-, five-, and ten-year histories. Total strategy AUM includes liquidity assets. Certain assets
are not included in reported performance comparisons. These include: accounts that are not managed in
accordance with the guidelines outlined above; accounts in strategies not marketed to potential clients; accounts
that have not yet been assigned to a strategy; and certain smaller products at some of our affiliates.

Past performance is not indicative of future results. For AUM included in institutional and retail separate
accounts and investment funds managed in the same strategy as separate accounts, performance comparisons
are based on gross-of-fee performance. For investment funds (including fund-of-hedge funds) which are not
managed in a separate account format, performance comparisons are based on net-of-fee performance. These
performance comparisons do not reflect the actual performance of any specific separate account or investment
fund; individual separate account and investment fund performance may differ. The information in this table is
provided solely for use in connection with this table, and is not directed toward existing or potential clients of
Legg Mason.

Long-term US Fund Assets Beating Lipper Category Average

Long-term US fund assets include open-end, closed-end, and variable annuity funds. These performance
comparisons do not reflect the actual performance of any specific fund; individual fund performance may differ.
Past performance is not a guarantee of future results. Source: Lipper Inc.
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LEGG MASON, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME (LOSS)
(Amounts in thousands, except per share amounts)

(Unaudited)
Quarters Ended
March December March
2014 2013 2013
Operating Revenues:
Investment advisory fees:
Separate accounts $ 197,446 $ 197,295 $ 182,709
Funds 377,108 381,020 365,858
Performance fees 16,972 50,748 33,328
Distribution and service fees 88,218 88,299 83,859
Other 1,652 2,730 2,009
Total operating revenues 681,396 720,092 667,763
Operating Expenses:
Compensation and benefits 297,451 322,553 307,468
Distribution and servicing 144,939 148,801 142,274
Communications and technology 40,803 38,702 37,784
Occupancy 32,599 30,904 83,299
Amortization of intangible assets 896 4,170 3,505
Impairment of intangible assets - - -
Other 45,367 53,310 50,420
Total operating expenses 562,055 598,440 624,750
Operating Income (Loss) 119,341 121,652 43,013
Other Non-Operating Income (Expense):
Interest income 1,676 1,681 2,290
Interest expense (14,294) (12,690) (16,010)
Other income (expense) 8,449 14,622 16,094
Other non-operating income (expense) of
consolidated investment vehicles (3,224) 690 3,259
Total other non-operating income (expense) (7,393) 4,303 5,633
Income (Loss) Before Income Tax Provision (Benefit) 111,948 125,955 48,646
Income tax provision (benefit) 46,856 46,004 17,955
Net Income (Loss) 65,092 79,951 30,691
Less: Net income (loss) attributable
to noncontrolling interests (3,855) (1,783) 1,487
Net Income (Loss) Attributable to
Legg Mason, Inc. $ 68,947 $ 81,734 $ 29,204
Net Income (Loss) per Share
Attributable to Legg Mason, Inc.
Common Shareholders:
Basic $ 0.58 $ 0.68 $ 0.23
Diluted $ 0.58 $ 0.67 $ 0.23
Weighted Average Number of Shares
Outstanding:
Basic 118,949 120,583 128,507
Diluted 119,850 121,126 128,576

U Diluted shares are the same as basic shares for periods with a loss and any adjustment for Adjusted Income is not material.

Years Ended
March March
2014 2013
777,420 $ 730,326
1,501,278 1,446,066
107,087 98,568
347,598 330,480
8,374 7,210
2,741,757 2,612,650
1,210,387 1,188,470
619,070 600,644
157,872 149,645
115,234 171,941
12,314 14,019
- 734,000
195,987 188,430
2,310,864 3,047,149
430,893 (434,499)
6,367 7,590
(52,911) (62,919)
32,818 (17,958)
2,474 (2,821)
(11,252) (76,108)
419,641 (510,607)
137,805 (150,859)
281,836 (359,748)
(2,948) (6,421)
284,784 $ (353,327)
2.34 $ (2.65)
2.33 $ (2.65)
121,941 133,226
122,383 133,226



(LTE€SE) S - S (Lzeeso) S ¥8L V8T S - S ¥8LY8T S
(12r9) (068°9) 69 (8767 (687°€) 7¢
(8¥L°65€) (068°9) (858°25¢€) 9¢8°18¢C (682°¢) STI'S8T
(6$8°0ST) - (6$8°0ST) SO8°LET - SO8°LET
(L09°016) (068°9) (L1L°€0S) 179°61 (682°¢) 0€6°TTh
(801°9L) (1€6°¢) (LLreL) (zsT'1n) (616) (gegon)
(667" ¥EY) (656'0) (0vS°1€h) £68°0¢Y (0L£D) £9T°esy
671°LY0°E 79 L8S9Y0°E $98°01€C 0T PP OIET
0S9°T19°C s (L6gD) S LYO'SI9T N LSLTHLT s (0s6°1) S LOLEVLT N
S[B10 [, PAIBPI[OSUO)) SO[OIYIA SOOIYIA S[B10 [, PAIBPI[OSUO)) SO[OIYIA SOOIYIA
JUDUISIAU] JUDUISIAU] JUDUISIAU] JUDUISIAU]
pareprjosuo) pareprjosuo) pareprjosuo) pareprjosuo)
Jo uonepijosuo) Jo uoneprjosuo)
dlojod adue[eq dlojod adue[eq
€10T YoIey Y10T YoIeN
papuy sied X
$0T 6T S - $0T 6T S PELTS S - S VELIS S L¥6°89 S - S Lv689 S
L8Y°T L6ET 06 (€8L°1) (€e8°1) 0S (5s8°¢) (SL6%¢) 0z1
169°0€ L6€E°1 $62°6T 156°6L (€£8°1) P8L18 76059 (5L6°€) L9069
SS6°LT - SS6°LT $00°97 - $00°9% 95891 - 958°91
959°8¢ L6ET 6VTLY Ss6'szl (€£8°1) 88L°LTI 876111 (5L6°€) £26'S11
€€9° 6S1°CT YLY'E €0€Y (€61°T) 96¥°S (€6€°L) (596°¢) (828°¢)
£10°cr (z9L) SLLEY 7891zl (0+9) z6Tel €611 (01%) 1SL611
0SLPT9 Shl S09%T9 0Fb'86S 71 667865 $S0°T9S L6 856195
€9L°L99 § (19 08€°899 $ T60°0TL s (66) S 168°0TL N 96€°189 s (€19 S 60L189 N
S[ej0], pajeprjosuo) SOOI A SOOI A S[ej0], pajeprjosuo) SOOI A SOOI A S[ej0], pajeprjosuo) SOOI A SOOI A
JUDUISIAU] JUDUISIAU] JUDUISIAU] JUDUISIAU] JUDUISIAU] JUDUISIAU]
pareprjosuo) pareprjosuo) pareprjosuo) pareprjosuo) pareprjosuo) pareprjosuo)
Jo uoneprjosuo) Jo uonepijosuo) Jo uoneprjosuo)
dlojod adue[eq dlojod adue[eq dlojog adue[eq
€10 YoIey €10 1quadd( Y10T YoIeN

papuy sidpen)

(panpneun)

(Spuesnoy) uI s)unowry)
(SSOD AINODNI 40 SINAWALV.LS ONILVAITOSNOD

SHAVIAISANS

ANV D

‘NOSVIN 99d'1

*du] ‘uosey 8397 0) A[qeINQLIIY (SSOT) AW0dIU] JIN
S)S010)UI SUI[[ONUOIUOU 0}

3[qeINGLIIE (SSO]) AWOIUI JAN] ST

(ssor1) swoduy PN

(1yauaq) uorsiaold xe) awoouy

(JJaudg) UOISIAOILJ X ], dWodU] 3.10J3¢ (SS0) dwrodu|

(asuadxa) awoour Sunerodo-uou 12YI0

(sso7) swoduj SuperddQ

sasuadxo Sunerado [ejo],

sonuoaal Sunjerado [ejo],

*JU] ‘UOSETA S5 03 A[qeINQLIIY WO JIN
s)s019)UI SUI[[OXUOdUOU 0}

aqeIngLIIe (SSO[) AWOOUT JON] :SSOT

(ss0r7) swoduy PN

(yyouaq) uorsiaoxd xe) swooup

(JJoudg) UOISIA0IJ XEB ], dWOdU] 210§ (SS0TT) dwoduy

(asuadxa) awoour Sunerado-uou 12y

(ssor7) swoduy Superddo

sosuadxo Sunerado [ejo],

sonuoaal Sunjerado [ejo],



197 $ It $
¥0°0 -
F1°0) 910

701 01’1
(691D -

- ¥0°0

15°6 -

It°0 -

110 01°0
(592 $ €¢'T $
691°LvE  §  SO8'LIY  §
6€8°S -
(L0°8T) F91°61)
885°6¢T 1L8VEl
(8%L°5T0) -

- 000°S
000v€L -

€L8pS -

6101 At
(Lze'ese)  § v8L¥8T §
€10T ¥10¢C
Qo.ﬁmz SonE
papuy siea x

“UONBULIOJU] [BIOUBUL] JVVD-UON [ejudwd[ddng jo os 10y suoneueldxs sog )

S0

€01

$ 980 $ daeys panqiq 1od dwoduy pasnlpy

€0°0

€00

870

¥0°0

¥0°0

L9°0

- (S910U JOTUDS 9,6 7) 1GOP A[QIIOAUO0D UO }sa1djul paynduy
- uausnipe 9jel xey 3N
870 J1JOUQ UOI}LZNIOWE XB ]
- sa3reyo jusurreduy

:519sse 9[qI3UBIUL UO SIXE) SWOOUI PILIOJO

- juounsn(pe anfea Irej uoreIdPISUOd JUAZUNU0))

- sjosse 9[qidueiul Jo juounredu]

- S9JOU JOTUDS 9/, 7 JO JUSWYSINSUNXD U0 SSOT

- S)osse 9[qISULIUI JO UONBZIIOW Y

:(ssop) snid

$ 8S°0 $ SIIP[OYD.IBYS UOWWO)) *dUJ ‘UOSBJA] 3397] 0}
d[qeInqryy daeys paynji( 13d (ssoy) dwoduy JON

019721

§  SESE0l $ aui0duy paysnlpy

S05‘¢

Y0T°6C

90L°€E

000°S

OLIY

YEL'IS

- (sej0U IOTUDS 94,G°7) 1P J[qIIAAUOD UO Js1aiul pandu]
- juowsn(pe 9jer xe} ')
769°€E J1JOUq UOI}BZIJIOWE XB ],
- sadreyo juounreduy

:S)osse 9[qISUBIUI UO SOXB) SWOIUI PALIJI(

- juowsn(pe onjeA IreJ UONBIOPISUOD JUIZUNUO))

- syasse 9[qI3uejur Jo judureduy

- S9J0U JOTUDS %, G"7 JO JUSWYSINSUIIX UO SSOT

968 S19SSe 9[qISUL)UI JO UOTJBZI)IOW Y

:(ss9) snid

$  L¥689 $ ‘U] ‘UOSEIA] 3397 03 I[qEINQLIIV (SSOT) dWOIU] JIN

€10¢
YoIRN

€10¢ 10T
19quI09( YoIeI

popuy s1o1en)

(paypneun)

(syunoure daeys 13d 3dadxd ‘spuesnoy) ur s)unowry)

(» TWOINI AALSNrAV OL

*ONI ‘NOSVIN 99HT OL ATdV.LAGRILLLY (SSOD ANOODNI LAN 40 NOLLVITIONOD A

VLVd TVININATddAS

SAMAVIAISEANS ANV "ONI ‘NOSVIA 9931



oL

"UONEULIOJU] [BIOURUL] JVVD-UON [eiuowalddng jo asn 105 suoneuedxo g )

S'LI 0'CC 701 1'v¢C €'€C paisnlpy se ‘uidrepy SuneredQ
% (9°91) % L'SI % ¥9 % 691 % S'LI siseq JyVD ‘uIsie SunerodQ
9L6°TSE $ v9S L9V Y YS $ 0L6°LET  $ 8L0°STI  $ pasnlpy se ‘dwoduy Superddo
656°C 0LET 9L 019 olv SO[OIY2A JUSUNSIAUL PAJEPI[OSUODS
Jo sasuadxo pue swoour Sunerodp
61071 v1€TI S0S°€E OLIY 968 s1ossE 9[qISUBIUI JO UONEZILIOWY
- 000°S - 000°S - juounsn(pe anjeA Irej UOHIBIOPISUOD JUIFUNUO))
000V €L - - - - syasse o[qI3uejur Jo judunreduy
L6Y'9€ L8691 T8I°L 8059 1€V SJUSUISIAUL PIas pue
uonesuadwod paLIdJop uo suren)
snjg
(66¥vey)  $ €68°0¢t €ro'ey  $ Tso 1T $ Ire'611  § siseq JVVD ‘(sso) awodu] SunesdndQ
SOr'v1I0T  $ $89'¥CI°C €C1'9zs €08°ILS  § v8L9ES  § paysnipy se ‘sanuasdy Sunerddo
(285°009) (zz0'619) (LST'THT) (88L°8%1) (Sz6'pH1) SO[OIYA JUSUNSIAUT PAJLPI[OSUOD
Surpnjoxa osuadxo SUIOIAIOS pue UONNQLISI]
L6ET 0S6°1 L19 661 ele SI[OIYSA JUSUNSIAUT JO UONEPI[OSUOD
uodn pajeurwr[d sanuaAal sunerad
:(ss9p) snid
0S9°TI9CT  § LSLTYLT €9L°L99  $ T60°02L  $ 96¢°189  § siseq JVVD ‘sanuasdy supesddQ
€10¢ ¥10¢ €10¢ €10¢ ¥10¢
YOIBIN [OIBIN [oIBIN IoquIdd(J YoIBIN
Popuy SIBdA papuy siduend)

(payipneun)
(Sspuesnoy} ul sjunowy)

@UAALSALAV SV ‘NIDUYVIN ONLLVIAdO A0 NOLLVITIDNODTH

VLVA TVININATddAS
SAMAVIAISANS ANV "ONI ‘NOSVIA 9941



L

"S)INSAI 9)eP-0)-18A O} WOIJ A[[RLIOJBWWI JOJJIP Aew S)NSAI A[1031enb oY) Jo wns oy} ‘GUrpunol Jo s309JJ0 03 on(J 910N

pouad Jo pug

1ou ‘(suonsodsi(q) suonismboy
Ioy10 pue dourwIofad 1o IR
SMO[J S JUSI[D U [B)O],

Ayipmbry
owIoOU] POXI]
Aymbyg
:SMO[J [SBd JUDI[D JON
pouad jo Suruuidog

JUIWISBURA] JI9PU[] S)ISSY Ul saguey)) juduodwo)

9'%99 $  8I0L $ 9'%99 $ Svh9 $ 0'99 $ S6L9 $ 8 10L
1 (€1 v'S - (€1 - -
(%3 T0¢ 1’1 11 44! 9°¢1 01
rn €8 871 (%) (28] 66 €8
L'61 (K4l Tl (L'8) €T 66 9'8
or1n Al 0 60 €0 L0 (8°0)
(#'02) 09 C¥d) (L0 o) L0 S0
€Er9 $ 9199 $ 6'8t9 $ 9799 $ Svh9 $ 0°99 $ S6L9
€10T YoIeN £10T YoIeN €10T YoIeN €10z dunf €107 Joquuaydag €102 Pquiada( £10T YoIeN
ﬁoﬁcm— SIed % woﬁcm wuoﬁmso
SIS $  vL99 $ v'LS9 $ LS9 $ 059 $ 0°0L9 $ 0689
6'8C1 6'SE1 9'8¢1 €81 1zl 9°9¢1 'Syl
9916 SI€gS 881¢ ¥'92S €8IS vEes 6°€HS
S¥9¢ L'8S€ 1'99¢ 9°79¢ SIS¢ $96¢ 8°09¢
1281 $  8TLI $ LTST $ 8°€91 $ 8991 $ 69L1 $ 1°¢81
€10T YoIeN ¥10T YoIeN €10T YoIeN €10z dunf €10z oquiydag €107 12quiaoa( ¥10T YoIeN
ﬁoﬁcm— SIed % woﬁcm wuoﬁmso
9'%99 $ Svb9 $ 0°959 $ $'6L9 $ 8 10L
L'LET 1'6C1 SIgl avdl 7081
6'9TS vSIS SvTs 1'8€6 9'1§S
1'$9¢ 0'1S¢ 0°SS¢ 9°66¢ 7S9¢
8191 $ vv91 $ $691 $ S8l $ ¥'981
€10T YoIBN €10z dunf €10z Pquadag €10T 1quaa ¥10T Yore

popuy s1oyen)

(payipneun)
(suory[iq ut syunoury)

SAIVIAISANS ANV "DNI ‘NOSVIN O9A'T

[e10],
Aypmbry

$)19SSY WA [ -3U0]
QWIodU] PaxXI]
Aymbg

:(98ea9A®) SSB[I Josse Ag

[el0L
Aypmbry
$)9SSY WIS -SU0
QWOOU] PAXI]
Ambg
1SSE[J Jasse Ag

JUAWIAGRURJA] JIPU[) S}ISSY



LEGG MAS ON News Release

GLOBAL ASSET MANAGEMENT

Use of Supplemental Non-GAAP Financial Information

As supplemental information, we are providing performance measures that are based on methodologies other
than generally accepted accounting principles (“non-GAAP”) for “Adjusted Income” and “Operating Margin, as
Adjusted” that management uses as benchmarks in evaluating and comparing our period-to-period operating
performance.

Adjusted Income

We define “Adjusted Income” as Net Income Attributable to Legg Mason, Inc., plus amortization and deferred
taxes related to intangible assets and goodwill, imputed interest and tax benefits on contingent convertible debt
less deferred income taxes on goodwill and indefinite-life intangible asset impairment, if any. We also adjust for
non-core items that are not reflective of our economic performance, such as intangible asset impairments, the
impact of fair value adjustments of contingent consideration liabilities, if any, the impact of tax rate adjustments
on certain deferred tax liabilities related to indefinite-life intangible assets, and loss on extinguishment of
contingent convertible debt.

We believe that Adjusted Income provides a useful representation of our operating performance adjusted for
non-cash acquisition related items and other items that facilitate comparison of our results to the results of other
asset management firms that have not issued/extinguished contingent convertible debt or made significant
acquisitions. We also believe that Adjusted Income is an important metric in estimating the value of an asset
management business.

Adjusted Income only considers adjustments for certain items that relate to operating performance and
comparability, and therefore, is most readily reconcilable to Net Income (Loss) Attributable to Legg Mason, Inc.
determined under GAAP. This measure is provided in addition to Net Income (Loss) Attributable to Legg
Mason, Inc., but is not a substitute for Net Income (Loss) Attributable to Legg Mason, Inc. and may not be
comparable to non-GAAP performance measures, including measures of adjusted earnings or adjusted income,
of other companies. Further, Adjusted Income is not a liquidity measure and should not be used in place of
cash flow measures determined under GAAP. Fair value adjustments of contingent consideration liabilities may
or may not provide a tax benefit, depending on the tax attributes of the acquisition transaction. Our current fair
value adjustment of contingent consideration does not provide a current tax benefit. We consider Adjusted
Income to be useful to investors because it is an important metric in measuring the economic performance of
asset management companies, as an indicator of value, and because it facilitates comparison of our operating
results with the results of other asset management firms that have not issued/extinguished contingent
convertible debt or made significant acquisitions.

In calculating Adjusted Income, we adjust for the impact of the amortization of management contract assets and
impairment of indefinite-life intangible assets, and add (subtract) the impact of fair value adjustments of
contingent consideration liabilities, if any, all of which arise from acquisitions, to Net Income (Loss) Attributable
to Legg Mason, Inc. to reflect the fact that these items distort comparisons of our operating results with the
results of other asset management firms that have not engaged in significant acquisitions. Deferred taxes on
indefinite-life intangible assets and goodwill include actual tax benefits from amortization deductions that are not
realized under GAAP absent an impairment charge or the disposition of the related business. Because we fully
expect to realize the economic benefit of the current period tax amortization, we add this benefit to Net Income
(Loss) Attributable to Legg Mason, Inc. in the calculation of Adjusted Income. However, because of our net
operating loss carry-forward, we will receive the benefit of the current tax amortization over time. Conversely,
we subtract the non-cash income tax benefits on goodwill and indefinite-life intangible asset impairment charges
and U.K. tax rate adjustments on excess book basis on certain acquired indefinite-life intangible assets, if
applicable, that have been recognized under GAAP. We also add back non-cash imputed interest and the
extinguishment loss on contingent convertible debt adjusted for amounts allocated to the conversion feature, as
well as adding the actual tax benefits on the imputed interest that are not realized under GAAP. These
adjustments reflect that these items distort comparisons of Legg Mason’s operating results to prior periods and
the results of other asset management firms that have not engaged in significant acquisitions, including any
related impairments, or issued/extinguished contingent convertible debt.
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Should a disposition, impairment charge or other non-core item occur, its impact on Adjusted Income may
distort actual changes in the operating performance or value of our firm. Accordingly, we monitor these items
and their related impact, including taxes, on Adjusted Income to ensure that appropriate adjustments and
explanations accompany such disclosures.

Although depreciation and amortization of fixed assets are non-cash expenses, we do not add these charges in
calculating Adjusted Income because these charges are related to assets that will ultimately require
replacement.

Operating Margin, as Adjusted

We calculate “Operating Margin, as Adjusted,” by dividing (i) Operating Income (Loss), adjusted to exclude the
impact on compensation expense of gains or losses on investments made to fund deferred compensation plans,
the impact on compensation expense of gains or losses on seed capital investments by our affiliates under
revenue sharing agreements, amortization related to intangible assets, transition-related costs of streamlining
our business model, if any, income (loss) of consolidated investment vehicles, the impact of fair value
adjustments of contingent consideration liabilities, if any, and impairment charges by (ii) our operating revenues,
adjusted to add back net investment advisory fees eliminated upon consolidation of investment vehicles, less
distribution and servicing expenses which we use as an approximate measure of revenues that are passed
through to third parties, which we refer to as “Operating Revenues, as Adjusted”. The compensation items,
other than transition-related costs, are removed from Operating Income (Loss) in the calculation because they
are offset by an equal amount in Other non-operating income (expense), and thus have no impact on Net
Income (Loss) Attributable to Legg Mason, Inc. We adjust for the impact of the amortization of management
contract assets and the impact of fair value adjustments of contingent consideration liabilities, if any, which arise
from acquisitions to reflect the fact that these items distort comparison of our operating results with the results of
other asset management firms that have not engaged in significant acquisitions. Transition-related costs, if any,
impairment charges, and income (loss) of consolidated investment vehicles are removed from Operating Income
(Loss) in the calculation because these items are not reflective of our core asset management operations. We
use Operating Revenues, as Adjusted in the calculation to show the operating margin without distribution and
servicing expenses, which we use to approximate our distribution revenues that are passed through to third
parties as a direct cost of selling our products, although distribution and servicing expenses may include
commissions paid in connection with the launching of closed-end funds for which there is no corresponding
revenue in the period. Operating Revenues, as Adjusted also includes our advisory revenues we receive from
consolidated investment vehicles that are eliminated in consolidation under GAAP.

We believe that Operating Margin, as Adjusted, is a useful measure of our performance because it provides a
measure of our core business activities. It excludes items that have no impact on Net Income (Loss)
Attributable to Legg Mason, Inc. and indicates what Legg Mason’s operating margin would have been without
distribution revenues that are passed through to third parties as a direct cost of selling our products,
amortization related to intangible assets, changes in the fair value of contingent consideration liabilities,
transition-related costs, if any, impairment charges, and the impact of the consolidation of certain investment
vehicles described above. The consolidation of these investment vehicles does not have an impact on Net
income (Loss) Attributable to Legg Mason, Inc. This measure is provided in addition to the Company’s
operating margin calculated under GAAP, but is not a substitute for calculations of margins under GAAP and
may not be comparable to non-GAAP performance measures, including measures of adjusted margins of other
companies.

Effective April 1, 2013, we have revised our definition of Operating Margin, as Adjusted to add back the

amortization of intangible assets. We have applied this change to all periods presented. The impact on results
for the three and twelve months ended March 31, 2013, were increases of 0.7 percentage points.
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