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FORWARD-LOOKING ST ATEMENTS.

We havemadein this Reporton Form 10-K, andfrom time to time mayotherwisemakein our publicfilings, presseleases
andstatementby ourmanagementforward-lookingstatementsivithin themeaningftheU.S.PrivateSecuritied.itigation
ReformAct of 1995, including information relating to anticipatedgrowth in revenuesmaigins or earningsper share,
anticipatedchangesn our businessor in the amountof our client assetaundermanagemen(i¢, “2AUMg%a$setaunder
advisementi¢, 2AUARpatedutureperformancef ourbusinessncludingexpecteaarningpersharan futureperiods,
anticipatedfuture investmentperformanceof our independenaissetmanagemensubsidiariegwhich we referto asour
¢ vabdtesi¢ 1ol expecteduturenetclientcashflows, anticipatedexpensdevels,changesn expensesheexpectedffects
of acquisitionsjncludingthe proposednegerbetween_eggMasonandFranklinResourcednc. (i¢,¥2FranKiiempletoni¢, %),
andexpectationsegardingfinancialmarketconditions.Thewordsor phrasescanbe,""may be,""expects,may affect,"
"may depend,™'believes,""estimate,"'project," "anticipate"andsimilar wordsand phrasesreintendedto identify such
forward-looking statementsSuch forward-looking statementsare subjectto various known and unknown risks and
uncertaintieandwe cautionreaderghatanyforward-looking informationprovidedby or on behalfof LeggMasonis not
aguarante®f future performance.

Actual resultsmay differ materiallyfrom thosein forward-lookinginformationdueto variousfactors,someof which are
beyondourcontrol,including,butnotlimited to, thosediscussetbelowandthosediscussedindertheheading'Risk Factors"
andelsewherén this Reporton Form10-K andour otherpublicfilings, pressreleasesandstatementdy our management.
Dueto suchrisks,uncertaintiemandotherfactors,we cautioneachpersonreceivingsuchforward-lookinginformationnot
to placeunduerelianceon suchstatements-urther suchforward-lookingstatementspeakonly asof the dateon which
suchstatementsre made,andwe undertakeno obligationsto updateany forward-lookingstatemento reflect eventsor
circumstanceafterthedateon which suchstatemenis madeor to reflecttheoccurrencef unanticipate@ventsexceptas
requiredby law.

Importanttransaction-relatedndotherrisk factorsthatmaycausesuchdifferencesnclude:(i) theoccurrencef anyevent,
changeor other circumstanceshat could give rise to the terminationof the meger agreemenbetweenus and Franklin

Templeton(ii) thetransactiorclosingconditionsmay not be satisfiedin a timely manneror at all, including if we fail to

obtainregulatoryandclientapprovals(iii) theannouncememindpendencyfthemelgermaydisruptour businessperations
(including the threatenedr actualloss of employeesclients or suppliers);(iv) we could experiencdinancial or other
setbacksf thetransactiorencountersinanticipategroblems;and(v) anticipatedoenefitsof thetransactionincludingthe

realizationof revenueaccretionfinancialbenefitsor returnsandexpensendothersynegies,maynotbefully realizedor

maytakelongerto realizethanexpected.

Our futurerevenuesnay fluctuatedueto numeroudactors,suchas: (i) the total valueandcompositionof our AUM; (ii)
themix of ourAUM amongour affiliates, assetlassesinvestmentvehicles,client type andgeography;(iii) the revenue
yield of our AUM; (iv) the volatility and generallevel of securitiespricesandinterestrates;(v) the relative investment
performanceof company-sponsoreitivestmentfunds and otherassetmanagemenproductsboth in absolutetermsand
relativetocompetingfferingsandmarketindicesjvi) investorsentimenandconfidence(vii) generapoliticalandeconomic
conditions;(viii) catastrophi@ventssuchasanepidemic,includingtherecentoutbreakof respiratoryillnesscausedy a
novel coronavirug(i¢, 2COVID-19(pd2pur ability to maintaininvestmentmanagemenandadministrativefeesat current
levels;(x) competitiveconditionsin our business(xi) theability to attractandretainkey personnel(xii) theimpact,extent
andtiming of technologicakchangesaindthe adequacyof intellectualproperty informationand cybersecurityprotection;
and(xiii) theintroduction,withdrawal,successandtiming of businessnitiatives, strategieandacquisitions.
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Ourfutureoperatingresultsarealsosubjectto fluctuationfor, amongotherthings,thefollowing: (i) variationsin thelevel
of compensatioexpensencurredasaresultof changesn the numberof total employeesgcompetitivefactors,changesn
thepercentagesf revenuepaidascompensationr otherreasons(ii) increases distributionexpenseg(ii) variationsin
expensesandcapitalcosts,ncludingdepreciationamortizationandothernon-castchagesincurredby usto maintainour
administrativenfrastructure(iv) unanticipated¢ostshatmaybeincurredby LeggMasonfrom timeto timeto protectclient
goodwill, to otherwisesupportinvestmentproducts,uponimpairmentof intangibleassetsor in connectionwith online
litigation or regulatoryproceedingsand(vi) theeffectsof acquisitionsaanddispositionsjncludingchangesn theexpected
amountof contingentpaymentgo be made.

Our businesss alsosubjectto substantiajovernmentategulationand changesn legal, regulatory accountingtax and
compliancerequirementshatmayhavea substantiakffect on our businessandresultsof operations.
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PART |

ITEM 1. BUSINESS.
General

Legg Masonis a global assetmanagemenfirm that operateshroughthe following nine independentisset
managemergubsidiariesywhich we referto asour affiliates:

¢ ¥2BrandywineGlobal InvestmentManagement
i¢,¥2ClarionPartners

i¢ ¥2ClearBridgelnvestments
T¢,Y2EnTrustGlobal

¢ YaMartin Currie

1¢,¥2QS Investors

1¢,%2RARE Infrastructure

¢ ¥2RoycelnvestmenPartners

¢ ¥2WestermAssetManagemenCompany

Acting throughour assetmanagemensubsidiarieseachof which generallymarketsits productsand services
underits own brandname,we provide investmentmanagemenand relatedproductsand servicesto institutional and
individual clients,company-sponsoradutualfundsandotherinvestmentwehicles We offer theseproductsandservices
directly andthroughvariousfinancialintermediaries.

LeggMason,Inc. wasincorporatedn Marylandin 1981to serveasaholdingcompanyfor its varioussubsidiaries.
Thepredecessaompanieso LeggMasontracebackto Legg& Co.,aMaryland-basetirokerdealerformedin 1899.0ur
subsequergrowthoccurredprimarily throughinternalexpansiorandtheacquisitiorof assetnanagemerandbrokerdealer
firms. In December2005, Legg Masoncompleteda transactionn which it sold its primary brokerdealerbusinesseto
concentraten the assetmanagemenindustry Legg Masonis anindependentpublicly tradedcompanywith no single
majority shareholdeandapproximately90% of its Boardof Directorsconsistedf independentlirectorsasof March 31,
2020.

Unlessthecontextotherwiserequiresall referencen this Reportto i¢, Vawé; iGUs, i barighs V2L elglgsonigiéude
Legg Mason,Inc. andits predecessorand subsidiariesandthe termi¢ Y2assetnagersigfersto the assetmanagement
businessegperatedy our subsidiariesReferenceto i¢ Yfisgalar2020i gvotherfiscal yearsreferto the 12-monthperiod
endedViarch 31stof theyearspecified.

Business Developments During the Fiscalear Ended March 31, 2020
PendingMerger with Franklin Resouces,Inc.

As previouslyannouncedpn Februaryl7, 2020Legg Mason,Franklin Resourcesinc. (i¢ ¥2Franklieampletoni¢ ¥2),
andAlphaSubinc.,aMarylandcorporatiorandawholly-ownedsubsidiaryof FranklinTempleton(i¢, Y2Mer Subi¢ E)tered
into anAgreementndPlanof Merger (thei¢ Y2MerAgreementi girgvidingfor theacquisitionof LeggMasonby Franklin
TempletonTheMergerAgreemenprovidesthat,amongotherthings,uponthetermsandsubjecto theconditionssetforth
in the MergerAgreementat the effective time of the Merger (thei¢, “&dtive Timei¢, Y)erger Subwill megewith andinto
LeggMason(thei¢Y2Meri¢ ¥jth Legg Masoncontinuingasthe surviving corporationanda wholly ownedsubsidiaryof
FranklinTempleton.

Pursuanto theMergerAgreementwhichwasunanimoushapprovedy theboardsof directorsof bothcompanies,
upon completionof the meger, eachoutstandingshareof commonstock, par value $0.10 per share,of Legg Mason
(collectively, thei¢ Y2Sharesill, B convertednto theright to receive$50.00perShardan cash(thei¢ Y2MerConsiderationi¢ ¥2).

FollowingtheMerger, LeggMasongiftlependerdassemanagemergubsidiariesvill remainin placewith current
leadershipstrategieandbrandsexceptthatEnTrustGlobalwill berepurchasedly its managemernteamandwill notbe
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partof thecombineccompanyOurshareholderill notreceiveadditionalconsideratiomn connectiorwith therepurchase
of EnTrustGlobalby its managemerteam.

The closingof the Mergeris subjectto customaryclosingconditions,including receiptof applicableregulatory
approvalsandis currentlyexpectedo occurduringthird calendaquarterof 2020.

Pleasaeferto i¢Y2ltedA. Risk Factors- RisksRelatedio the Proposedergeridfr adiscussiorof certainrisks
relatedto our proposedViergerwith FranklinTempleton.

RecenDevelopments

Theasseimanagemenindustrycontinuego experiencealisruptionandchallengesincluding a shift to lower-fee
passivelynanagegroductsincreasedeepressuréincludingpressurarisingfromtheshiftto lower-feepassivegroducts),
regulatorychangesanincreasingandchangingole of technologyin assetnanagemergervicestheconstantntroduction
of newproductsandservicesandtheconsolidatiorof financialservicegirms throughmergersandacquisitionsin addition,
the outbreakandglobal spreadof the novel coronavirugi¢,%2COVID-19&$ighly transmissibleand pathogenidisease,
hascreatedvidespreadlobalbusinesslisruptionsn theassemanagemenhdustryandacrosotherindustriesandresulted
in extrememarketvolatility.

In light of thesechallengesduringfiscal year2020,we continuedto focuson our strategyof expandingclient
choice,identifying andimplementingopportunitiesfor collaborationwith and acrossaffiliates and providing expanded
client accesghroughthe enhancementf our centralizeddistribution function andthe developmenbf alternativeand
innovativedistributionoptions.

Sincetheinceptionof our previouslyannouncedtrategiaestructuringolan,we haveachievedannualkostsavings
of approximately$95 million on arun ratebasisasof March 31, 2020.The estimatec:costsof our strategicrestructuring
plan as of March 31, 2020 were revisedto not exceed$105 million, approximately20% lessthanwhat we previously
estimatedSeeNote 18 of Notesto ConsolidatedrinancialStatement$or additionalinformation.

Sedi¢ YalténhinancialStatementandSupplementarpatai fdttherevenuespetincomeandassetsf LeggMason,
which operatesn asinglereportablebusinessegmentSeeNotes13and19 of Notesto ConsolidatedrinancialStatements
in Item 8 of this Reportfor our revenuegieneratedn, andour long-lived assetgconsistingprimarily of intangibleassets
andgoodwill) locatedin, eachof the principal geographiaegionsin which we conductbusinessSeeNote 7 of Notesto
ConsolidatedrinancialStatement# Item 8 of this Reportfor our deferrediax assetsn the aggregatdor all countriesin
whichwe operate.

BusinessOverview

Our corporatestructurecombinesour nine independentassetmanagerseachwith diverse perspectivesand
specializedexpertiseacrossassetclassesand strategieswith institutional distribution capabilitiesat eachof our asset
managerandacentralizedylobaldistributionplatformfocusingonretail distribution. Acting throughourindependerasset
managerswith diverseexpertisein equity, fixed income, alternativeand liquidity investmentswe provide investment
managemenand relatedservicesto institutional andindividual clients, company-sponsoreidvestmentfunds andretail
separatelynanage@ccounprogramgloballyto helpseekbetterfinancialoutcomedy expandinghoiceacrossnvestment
strategiesyehiclesandinvestoraccess.Operatingirom assemanagementfficeslocatedin the United Statesthe United
Kingdomanda numberof othercountriesworldwide, we deliver our investmentapabilitiesthroughvariedproductsand
vehiclesandvia multiple pointsof accessincludingdirectly andthroughvariousfinancialintermediariesOur investment
advisoryservicesincludediscretionaryand non-discretionarynanagemendf separatenvestmentaccountsn numerous
investmenstylesfor institutionalandindividualinvestorsOurinvestmenproductsncludeproprietarymutualfundsranging
from moneymarketandotherliquidity productgo fixed income,equityandalternativefundsmanagedn awide variety of
investmenstyles We alsooffer otherdomesticandoffshorefundsto bothretailandinstitutionalinvestorsprivatelyplaced
realestatefunds,hedgefunds,andfunds-of-hedgdunds.

Ourindependenassemanagerprimarily earnrevenuedy chaging feesfor managingheinvestmentssetof
clients.Feesaretypically calculatedasa percentagef thevalueof AUM; accordinglythefeeincomeof eachof ourasset
managersvill typically increaseor decreasasits averageAUM increase®r decreasedn addition,thefeesonourAUM
vary with the type of accountmanagedthe amountof assetsn the accountthe assetmanagerndthe type of client.
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Increasesn AUM generallyresultfrom inflows of additionalassetsrom newandexistingclientsandfrom appreciation
in thevalueof clientassetgincludinginvestmenincomeearnedn clientassetanddueto changesn currencyexchange
rates).Converselydecreases1 AUM generallyresultfrom clientredemptionsanddeclinesin the valueof client assets.
OurAUM mayalsoincreaseasaresultof businesscquisitionsor decreas@asa resultof dispositions.

We earnperformancdeesundercertaininvestmengdvisorycontractdor exceedingerformancdenchmarksr
hurdlerates.The largestportion of our performancdeesis earnedbasedon 12-monthperformanceperiodsthatendin
differing quartersduringtheyear with a portionbasedon quarterlyperformanceeriods We alsoearnperformancdees
onalternativeproductshatareearnecattheendof varyinginvestmenperiodsor in multiple-yearintervals.Forthefiscal
yearsendedMarch 31, 2020,2019and 2018, of our $2.9billion, $2.9 billion and$3.1billion in total revenues$99.0
million, $84.9million and$227.8million, respectivelyrepresentegerformancéees.DuringthefiscalyearsendedMarch
31,2020,2019and2018,$42.0million, $49.0million and$108.8million, respectivelyof theseperformancdeeswere
earnedy Clarion Partneron assetsnvestedwith themprior to the closingof our acquisitionof ClarionPartnersn April
2016andwerepassedhroughascompensatioto ClarionPartnersigéagemerntampursuanto thetermsof theClarion
PartnersacquisitionagreementExclusiveof AUM eligible to earnperformancdeespassedhroughascompensationo
ClarionPartnersip&hagemerteam asof March31,2020,approximately’ % of ourtotallong-termAUM wasin accounts
thatwereeligible to pay performancdeesat somepointduringthefiscal year

As of March 31 of each of the last three fiscal years, we had the following aggkeijatén billions, except
percentages):

% of
% of Total
Total _ in % of % of
Assets in Fixed Fixed Total in Total in
Under Equity Equity Income Income Alternative Alternative Liquidity  Liquidity
Management Assets Assets Assets Assets Assets Assets Assets Assets
2020 $ 730.8 $161.2 22% $ 420.2 58% $ 74.3 10% $ 75.1 10%
2019 758.0 202.0 27 419.6 55 68.6 9 67.8 9
2018 754.1 203.0 27 422.3 56 66.1 9 62.7 8

Fromtime to time, our reportedequity, fixed incomeor alternativeassetsindermanagementnay excludeassets
thatwe areretainedto manageon a short-termor temporarybasis.We definealternativeassetasall AUM managedy
ClarionPartnersenTrustGlobalandRARE Infrastructure.

We believethatmarketconditionsandour investmenperformancearecritical elementsn our attemptgo grow
ourAUM andbusinessWhensecuritiesor real estatemarketsareincreasingour AUM will tendto increaseébecausef
marketperformancetesultingin additionalassemanagementevenuesSimilarly, if we canproducepositiveinvestment
resultsand maintaincompetitivefee levels,our AUM will tendto increaseln addition,favorablemarketconditionsor
strongrelativeinvestmenperformanceanresultin increasednflows in asset$rom existingandnewclients.Conversely
in periodswhensecuritiesor real estatemarketsareweakor declining,or whenwe havenot maintaineccompetitivefee
levelsor haveproducedoboorinvestmenperformanceabsoluteor relativeto benchmarksr peersit is likely to bemore
difficult to growourAUM andbusinessand,in suchperiods,ourAUM andbusinessesultsmaydecline.

We generallymanagethe accountsof our clients pursuantto written investmentmanagemenor sub-advisory
contractsbetweeroneof our independenasseimanagerandthe client (or a financial intermediaryactingon behalfof
theclient). Thesecontractauisuallyspecify amongotherthings,the managemenfesto be paidto theassemanageand
theinvestmenstrategyfor theaccountandaregenerallyterminableby eitherparty on relatively shortnotice.Typically,
investmenimanagementontractanay not be assignedincluding asa resultof transactionssuchasa director indirect
changeof control of the assemanagerif it would constituteanassignmentinderthe Investmen®dvisersAct of 1940,
asamendedor otherapplicableregulatoryrequirementsyvithout the prior consenbf the client. The Merger constitutes
suchanassignmentinderUS assetmanagemeraws. Whentheassetmanagemertlientis aU.S.registerednutualfund
orclosed-endund(whethemor notoneof ourassemanagerfiassponsorethefund),thefund'sboardof directorsggenerally
mustannuallyapproveheinvestmenmanagemerdontractandanymaterialchangeso thecontractandthefundighbtard
of directorsandfund shareholdersustapproveany assignmenbf the contract(includingasaresultof transactionshat
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wouldconstituteanassignmeninderthelnvestmenCompanyAct of 1940,asamended)Wearein theproces®f obtaining
theconsentsequiredfor the assignmentsesultingfrom the consummatiorof the Merger.

Our Structureand Relationshipwith AssetManagers

We conductthe majority of our businesshroughourindependenassetmanagemergubsidiarieswhichwe refer
to asi¢ Yakdtes.i¢ @urassemanagersreindividual businessegachof which generallyfocuseson a portionof theasset
managemenndustryin termsof thetypesof assetsnanagedprimarily alternativesequity or fixed income),anddiffer
in thetypesof productsandservicesoffered,the investmenstylesutilized, the distributionchannelsised,andthe types
andgeographidocationsof its clients.Eachasseimanageis housedn oneor moredifferentsubsidiariesAs of March
31, 2020, we directly or indirectly ownedall of the voting equity of Brandywine Global InvestmentManagement,
ClearBridgelnvestmentsMartin Currie, QS Investors RARE InfrastructureandWesternAssetManagemenCompany
ClarionPartnerss 18% ownedby its managemerteam,EnTrustGlobalis 35% ownedby its chief executiveofficer and
Royceis 24.5%0wnedby its managementeam.In addition,the managemerteamsat Clarion PartnersandClearBridge
Investmentgachownsnon-votingequityinterestsn theirrespectivébusinessewhich providethemwith participationin
anyincreasen thevalueof thebusinesgsubjectto appropriatevaluationdiscounts).

Eachof our assetmanagerss generallyoperatedasa separatdusinesghat typically marketsits productsand
servicesunderits own brandname with certaindistributionfunctionsbeingprovidedby our globaldistributionplatform
in many casesConsistenwith this approachwe havein placerevenuesharingarrangementsvith certainof our asset
managerBrandywineGloballnvestmenManagementClearBridgdnvestmentsRoycelnvestmenPartnersandWestern
AssetManagemenCompanyand/orcertainof theirkey officers.Underthetermsof theserevenuesharingarrangements,
aspecifiedpercentagef theassetmanager'sevenuesnetof certainthird partydistributionandotheroperatingexpenses,
is requiredto be distributedto the equity ownersof the businessandthe balanceof the revenuegor netrevenues)s
retainedto pay operatingexpensesincluding salariesandbonusesbut excludingcertainexpensesuchasamortization
of acquiredintangibleassetandexcludingincometaxes.Specificcompensatiomllocationsaredeterminedy the asset
manager'snanagemensubjectto Legg Masonmanagemerapprovalin certaincasesAlthough, without renegotiation,
therevenuesharingarrangementsnpedeourability to increaseur profit maiginsfrom thesebusinessesye believethese
arrangements$elp us retain and attract talentedemployees.In addition, the revenuesharing arrangementgprovide
managementf theseasseimanagersvith incentivesto (i) grow theassemanagerg’evenuessincemanagemerns able
to participatein the revenuegrowth throughthe portionthatis retained;and(ii) control operatingexpensesywhich will
increasdheportionof therevenuesetainedhatis availableto fund growthinitiativesandfor incentivecompensatiorin
addition,the chief executiveofficer of EnTrust Globalandthe managementeamsof Clarion PartnersClearBridgeand
Roycehavesignificantequityinterestsn theapplicablecompanywhich helpsto aligntheinterestsof themanagementf
thoseaffiliates with theinterestsof our shareholders.

Asset Managers

Our independentssetmanagergprovide a wide rangeof investmentadvisoryservicesto separatelynanaged
accountlients,includinginstitutionalclientssuchaspensiorandothermretiremenplans corporationsinsurance&€ompanies,
endowmentandfoundationsandgovernmentsaswell ashigh networth individualsandfamilies,andretail clientswho
participatein separatelynanagedaccountprogramsin addition,our asseimanagerslsomanageor sub-advisesarious
groupsof proprietaryandnon-proprietaryJ.S. mutualfundsandETFsregisteredunderthe InvestmentCompanyAct of
1940,asamendedincludingequity, fixed income Jiquidity andbalancedunds.Certainof ourassetnanagerslsomanage
or sub-adviseaumerousnternationaimutualfundsthataredomiciledanddistributedin countriesaroundthe globe.

WestermAssetManagemenCompanyis aleadingglobalfixed incomeasseimanagefor institutionalandretail
clients.Headquartereth Pasadenaalifornia, WesternAssetManagement'sperationsncludeinvestmenbperationsn
New York City, the United Kingdom, JapanBrazil, Australiaand SingaporeWesternAssetManagemenoffers a broad
rangeof productsspanningheyield curveandencompassintheworld'smajorbondmarketsjncludingasuiteof limited
durationandcoreproductsemegingmarketandhighyield portfolios,municipalportfoliosandavarietyof sectororiented
andglobal products WesternAssetManagemenélsosub-advised).S. mutualfundsthataresponsoredy third parties.
Amongthe servicesWesternAssetManagemenprovidesare managementf separateccountsandU.S. mutualfunds,
onerealestatenvestmentrust,closed-endunds,internationafundsandotherstructurednvestmenproductsAs of March
31,2020,WestermAssetManagemeninanagedssetsith a valueof $443.9billion.
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ClearBridgelnvestmentss an equity assetmanagementirm basedin New York City that also hasoffices in
Baltimore,MarylandandWilmington, Delaware ClearBridgelnvestmentgrovidesassetmanagemergervicego certain
equityfunds(includingbalancedundsandclosed-endunds)in theLeggMasonFunds retail separatelynanagedccount
programsgertainof ourinternationafundsand,primarily throughseparateccountsto institutionalclients.ClearBridge
Investmentsalsosub-adviseb).S.mutualfundsthataresponsoredby third parties ClearBridgdnvestmentsffersadiverse
arrayof investmentstylesanddisciplines,designedo address rangeof investmenbbjectives SignificantClearBridge
Investmentsinvestmentstyles include low volatility, high active sharesand income solutions.In managingassets,
ClearBridgelnvestmentgenerallyutilizes a bottoms-upyesearchintensive fundamentabpproacho securityselection
thatseekdoidentify companiesvith thepotentiako providesolideconomiaeturngelativeto theirrisk-adjusted/aluations.
As of March31,2020,ClearBridgelnvestmentsnanagedssetsvith a valueof $120.3billion.

BrandywineGlobal InvestmentManagemenis a globalassetmanagementirm headquartereth Philadelphia,
Pennsylvaniavith officesalsoin theUnitedKingdom,CanadandSingaporeBrandywineGloballnvestmenManagement
providesinvestmentdvisoryservicegprimarily to separatelynanagedccountgor institutionalclientsin arangeof fixed
income,includingglobalandinternationafixed income andequityinvestmenstrategiesBrandywineGlobalInvestment
Managemenalso providesinvestmentadvisoryservicesto high networth clientsthroughseparatelymanagecdaccount
programsjncludingvariousnon-proprietarywrap accountsponsoredy third parties,andalsosub-advise$).S. mutual
fundsthataresponsoredby third parties.In addition,BrandywineGlobal InvestmentManagementanagesertainof our
proprietaryU.S.mutualfundsandanumbeiof ourinternationafunds .BrandywineGloballnvestmenManagemenpursues
avalueinvestingapproachn its managemenf bothequityandfixed incomeassetsAs of March31,2020,Brandywine
GloballnvestmentManagemenianagedssetswith a valueof $60.2billion.

Clarion Partnerdgs aleadingmanageof real estatanvestmentunds.Headquartereth New York, thefirm has
officesin Atlanta, BarcelonaBerlin, JerseyLondon,Los Angeles,SeattleandWashington DC andoffersa broadrange
of realestatestrategiescrosgsherisk/returnspectrurto institutionalinvestors ClarionPartneroffersits serviceghrough
institutional separatexccountsprivately placedopen-endundsand recentlylaunchedhe Clarion PartnersReal Estate
IncomeFundinc., apublicly offeredrealestatencomefund.As of March31,2020,ClarionPartnersnanageassetsvith
avalueof $56.7billion.

EnTrust Global is a leadingglobal alternativeassetmanagerspecializingin providing investmentsolutionsto
public, corporateand multi-employer pensionfunds, foundations,endowments sovereignwealth funds, insurance
companiesprivatebanks family officesandhigh networth individuals.EnTrust Global hasinvestmenteamdocatedin
London,New York City andParisandadditionalofficesin Hong Kong, and SingaporeAs of March 31, 2020,EnTrust
Globalmanagedssetsvith a valueof $13.8billion.

Martin Currieis aninternationakquity specialisheadquartereith Edinbuigh, Scotlandwith additionalofficesin
London,MelbourneandSingaporelt managesctiveU.S. andinternationalequity portfolios for a global client baseof
financial institutions, charities, foundations,endowments pension funds, family offices, governmentagenciesand
investmenfunds.As of March31,2020,Martin Currie manageapproximately$12.0billion in AUM.

QSlInvestorssacustomizedolutionsandglobalquantitativeequitiednvestmentirm providingassemanagement
andadvisoryservicego adiversearrayof institutionalclients.Headquarteremh NewYork City, QSInvestordhasdeveloped
approacheso integratingquantitativeand behavioralinvestmentinsightsand dynamically weighting opportunitiesin
responseo changingconditionsin theeconomyandthe market.QS Investorsoffersa broadspectrunof strategiesvhich
includesactivelymanaged).S.andGlobalequities Liquid AlternativesandCustomizedolutions As of March31,2020,
QSlInvestoramanagedpproximately$9.8hillion of AUM.

Royceis theinvestmentadvisorto all of The RoyceFunds,a proprietaryrangeof equity U.S. mutualfundsand
to certainof ourinternationafunds.In addition,Roycemanagestherpooledandseparatelynanagedccountsprimarily
for institutionalclients.Headquartereoh New York City, Roycegenerallyinvestsin smallercompanystocks usingavalue
approachRoycegstbckselectiorprocesgenerallyseekgo identify companiesvith strongbalancesheetandtheability
to generatdree cashflow. Roycepursuessecuritieghatarepricedbelowits estimateof the issueig Rurrentworth. As of
March31,2020,Roycemanagedssetsvith avalueof $9.0billion.

RARE Infrastructures a globallistedinfrastructuranvestingspecialisthatmanagesiomesticandinternational
fundsin threedistinct strategiesRARE InfrastructureValue (a global strategywith a mix betweenincomeand capital
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returns) RARE Emeging Markets(purelyfocusedon emeging marketsnfrastructureandRARE Infrastructurdncome
(a global strategywith a focus on distributing yield). Headquarteredh Sydney Australia, RARE Infrastructurehad
approximately$3.8billion in AUM asof March31,2020.

United States Funds
Mutual Funds

Our U.S. mutualfunds primarily consistof two groupsof proprietarymutualand closed-endunds (thei¢%2Legg
MasonFundsightgthei¢ “2Royaendsi¢ ¥HelLeggMasonFundsinvestin awide rangeof domestia@andinternationakquity
andfixed incomesecuritieautilizing variousinvestmenstyles,including severamoneymarketfunds.The RoyceFunds
investprimarily in smallercapcompanystocksusingavalueinvestmen@pproach.

The Legg MasonFundsconsistof 111 mutualfundsand27 closed-endundsin the United Stateswhich are
managedor sub-advisedy BrandywineGlobal InvestmentManagementClarion Partners ClearBridgelnvestments,
Martin Currie, RARE InfrastructureQSInvestorandWestermssetManagemeniThemutualfundsandclosed-endunds
within the LeggMasonFundsinclude56 equityfunds(includingbalancedunds)thatinvestin awide spectrunof equity
securitiesutilizing numerousnvestmentstyles,including large- and mid-capgrowth fundsandinternationafunds.The
fixed incomeandliquidity mutualfundsandtheclosed-endundswithin theLeggMasonFundsinclude82 fundsthatoffer
a wide variety of investmentstrategiesand objectives,including incomefunds, investmentgradefunds and municipal
securitiesftunds.As of March 31, 2020and2019,the Legg MasonFundsincluded$155.2hillion and$148.7hillion in
assetsrespectivelyin their mutualfundsandclosed-endunds,of which approximately82%and40%,respectivelywere
equity assetsapproximately49% and 46%, respectivelywerefixed incomeassetsand approximatelyl 9% and 14%,
respectivelywereliquidity assetsAs of bothMarch31,2020and2019,lessthan1% of theassetén theLeggMasonfunds
werealternativeassets.

TheRoyceFundsconsisbf 13mutualfundsandthreeclosed-endunds,mostof whichinvestprimarily in smaller
capcompanyor micro-capcompanystocksusingavalueapproachThefundsdifferin theirapproacho investingin smaller
companiesandthe universeof securitiesfrom which they canselect As of March31,2020and2019,the RoyceFunds
included$7.9billion and$11.6 billion in assetsrespectivelysubstantiallyall of which were equity assetsThe Royce
Fundsare distributedthrough non-afiliated fund supermarketsl.egg Mason Global Distribution, non-afiliated wrap
programsanddirectdistribution.In addition two of theportfoliosin theRoyceFundsaredistributeconly throughinsurance
companies.

Exchange fiaded Funds

ThelLeggMasonETFsinvestin awide rangeof domestiandinternationakquitysecuritiesAs of March31,2020,
Legg Mason&EA F lineup consistedof ten ETFswith anaggregat&dUM of approximately$1.3billion. Our ETFsare
managedby ClearBridgelnvestmentsMartin Currie, QS Investors,RARE Infrastructure,Royce and WesternAsset
Management.

LeggMasoncurrentlyholdsa 19.9%equity interestin Precidianinvestmentsi¢{#zY2Precidiamig ¥lustryleader
in the creationof innovativefinancial products. On May 20, 2019,the SECissuedan ordergrantingexemptiverelief for
theuseof PrecidiarinvestmentsigiveSharesigémi-transpareTFmethodologyThisorderpermitsanactivelymanaged
ETFto operatavithoutbeingsubjecto thecurrentdaily portfolio transparencgonditionincludedin activelymanaged®TF
orders.Following applicableexchangeapprovaldor individual productsjnvestorsin thoseproductswill beableto invest
in actively-manage@&TFsthatdo not discloseindividual holdingson a daily basis,yettradeandoperatein a mannerthat
is similarto traditionalETFs.OnJanuan?21,2020,LeggMasonprovidednoticeto Precidiarnof its intentionto exercisdts
optionto increasdts equity interestin Precidianto 75%, subjectto satisfactionof certainclosingconditions.On April 2,
2020,AmericanCenturylnvestmentdaunchedwo ETF productsusingPrecidian&étiveSharesi gémi-transpareriE TF
methodology

Private Funds

In additionto our U.S. mutualfundsandETFs,our assetmanagersponsorndmanagevariousunregisteredor
¢ Yeprivafargiéthataremadeavailableto qualifiedU.S. or non-U.S.investorsdependingiponthe product.Privatefunds
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arepooledinvestmentehiclesthatareexemptfrom local regulationandthataretypically offeredto sophisticatedhigh

net worth investors,corporations sovereignwealth funds, public pensionplansand other pooledinvestmentvehicles.
Clarion Partnersffers a broadrangeof privately placedfundsinvestedprimarily in equity anddebtinstrumentsof five

majorreal estategpropertytypes.EnTrustGlobal sponsorandmanages numberof U.S.andnon-U.S.-oganizedprivate
funds that offer a wide range of alternative strategies.Brandywine Global InvestmentManagementClearBridge
InvestmentsiMartin Currie,QSInvestors RARE InfrastructureandWestermAssetalsosponsomandmanageawide range
of privatefund offeringsfor qualifying U.S.andnon-U.S.investors.

International Funds

Outsidethe United Stateswe managesupportanddistributenumerougproprietaryfundsacrossa wide arrayof
globalfixed income liquidity, equity andalternativeinvestmenstrategiesOur internationafundsincludea broadrange
of crossborderfundsthataredomiciledin Irelandandaresoldin countriesacrossAsia, EuropeandLatin America.Our
internationafundsalsoincludelocalfundrangeghataredomiciledin theUnitedKingdom,Australia,JaparandSingapore
andofferedto investorsin the countryof domicile. Our internationalfundsaredistributedandservicedby Legg Mason
GlobalDistribution,asdiscussedelow Ourinternationafunds,whichincludeequity, fixed income alternativeiquidity
andbalancedundsareprimarily managedr sub-advisedby BrandywineGlobal InvestmentManagementClearBridge
InvestmentsEnTrustGlobal, QSInvestors Martin Currie, RARE Infrastructure RoyceandWesternrAssetManagement.
In theaggregatewe sponsoreédindmanaged 86and205of thesenternationafunds,respectivelyat March31,2020and
2019, which at thosedateshad an aggregatef approximately$79.6and $88.4billion in assetsrespectivelyof which
approximatelyl 4%and19%,respectivelywereequityassetsapproximately80%werefixed incomeasset#n eachperiod,
approximately3% werealternativeassetsn eachperiod,andapproximately53% and48%, respectivelywereliquidity
assetsTheinformationabovedoesnotincludethefunds-of-hedgdéundssponsoreéndmanagedy EnTrustGlobal, the
Brazil-domiciledfundsmanagedby WesterrAssetManagemenor theprivatelyplacedrealestatdundsofferedby Clarion
Partners.

Retail Separately Managedlccount Programs

Wearealeadingproviderof assemanagemergervicego retailseparatelynanage@ccounprogramscommonly
known as managedaccountor wrap programs.Theseprogramstypically allow securitiesbrokersor other financial
intermediarieso offer theirclientstheopportunityto choosdromanumberof assemanagemergervicepursuingdifferent
investmenstrategieprovidedby oneor moreasseimanagersandgenerallychage anall-inclusivefeethatcoversasset
managementjrade execution, assetallocation and custodial and administrative services.We provide investment
managemenrderviceghroughmorethan130retail separatelynanagedccountprogramssponsoredy variousfinancial
institutions.

Distribution

Ourcentralizedylobaldistributiongroup,LeggMasonGlobalDistribution,consist®f theU.S.DistributionGroup
andthe InternationalDistribution Group.The U.S. Distribution Groupmarkets distributesandsupportsour U.S. mutual
funds,ETFsandretail separatelymanagedccountprogramsThe InternationalDistribution Group markets distributes
andsupportourinternationafunds.In generalpurU.S.andinternationakalesandmarketinggeamsarehousedn separate
subsidiariesrom our assetnanagers.

In addition,eachof our assetmanagersasits own salesand marketingteamsthat distributeits productsand
servicesprimarily,in mostcasestoinstitutionalinvestorsTheinstitutionalsalesandmarketingeamsf ourassetmanagers
distributeassetmanagemergervicego potentialclients,both directly andthroughconsultantsConsultantplay a large
role in institutionalassemanagemertty helpingclientsselectandretainassetmanagersinstitutionalassemanagement
clientsandtheir consultantsendto be highly sophisticatedndinvestmenperformance-driven.

U.S. Distribution

TheU.S. Distribution Groupof Legg MasonGlobal Distributionemploysateamof U.S. basedsalesmarketing
andsupportstaf thatmarket,distributeandsupportour U.S. mutualfunds,includingthe LeggMasonFunds,the Royce
FundstheClarionFundsandthe LeggMasonETFs.We distributethe LeggMasonFundsdirectly andthrougha number
of third-partydistributors.
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TheU.S.DistributionGroupdistributesnstitutionalshareclasse ®f theLeggMasonFundsto institutionalclients
andalsodistributessariableannuitysub-advisorgerviceprovidedby ourassetanagertoinsuranceompaniegincluding
advisoryservicegprovidedto certainof theLeggMasonFundsthatarespecificallydesignedor purchas¢hroughvariable
annuity contractsand variablelife insurancepolicies offered by participatinginsurancecompanies)Our institutional
liquidity fundsareprimarily distributedby WesternAssetManagemengigéddesteam.The RoyceFundsaredistributedby
Royceggaleseamin additionto the U.S. Distribution Group.

In additionto distributingfunds,thewholesalersn LeggMasonGlobal Distributionalsomarketandsupportour
retail separatelynanagedaccountprogramservicesand the Legg Mason ETFs. Theseservicesare providedthrough
programssponsoredby avariety of financialinstitutions.

InternationalDistribution

ThelnternationaDistribution Groupof LeggMasonGlobalDistributionemploysateamof salesmarketingand
supportstaf thatmarketsdistributesandsupportsour internationalfundsto individual andinstitutionalinvestorsacross
Asia (including Australiaand Japan) Europeand the Americas.The InternationalDistribution Group hassalesteams
operatingoutof distributionofficesin 18citiesin 15countriesanddistributingourcrossborderinternationafundsglobally
andourinternationalocal fund rangesn their respectiveeountriesThegoalof our InternationaDistribution Groupis to
be a globalpartnerfor firms thatutilize or distributeassemanagemenproductsaroundtheworld, but alsoto beviewed
asalocalpartnetthroughanunderstandingf thenuancesndneedsf eachocalmarketthattheycover Thesedistributors
seekto developdeepdistributionrelationshipswith retail banks,private banks,assetmanagersfund platforms,pension
plansandinsuranceplans.Ourinternationabdistributionofficesalsowork with ourassemanageren acase-by-caskasis
to take advantageof preferencesor local distributorsor to meetregulatoryrequirementsn distributing productsand
servicednto theirlocal markets.

Our distributionefforts are not limited to the locationswherewe haveoffices, asthe InternationalDistribution
Groupdistributexcrosshorderfundsin morethan26 countriesaroundtheworld. Thisglobalpresencerovided_eggMason
with thecapabilitiego provideaplatformof salesservice marketingandproductghatcancaterto thedifferentdistribution
dynamicsn eacloftheregionghatit coversClientcoveragéslocal,coordinate@crossegionsandencompasseasultiple
distributionchannelsncludingbrokerdealersfunds-of-fundsassetnanagerdndependeniinancialadvisersbanksfund
platforms,insuranceeompaniesandotherdistributionpartnersTheextentto which eachchannetakesprecedencen any
onemarketis governedy local marketdynamics.

In Australia,our distributionoperationglistributelocal andcrossborderfundssub-advisedby ourassemanagers
primarily to retailinvestorspensiorplans fund-of-fundsmanagersnsuranceompaniegandgovernmenfunds/agencies.
In Japanpur distribution operationglistributedomesticinvestmentunds, crossborderfundsandinstitutional separate
accountgprimarily to the retail market,which includesretail banks,private banks,assetmanagersfundsplatformsand
insurancecompanies.

EnTrust Globalg ptoductsandservicesare sold outsidethe United Statesto non-U.S.high networth investors
throughanetworkof financialintermediarieby EnTrustGlobalgdistributionoperationsiswell asthroughourinternational
Distribution Group.In addition,EnTrustGlobaldistributests productsandservicego U.S. andinternationalnstitutions
throughEnTrustGlobalgittternaldistributionteams.

Employees

At March31,2020,2019,and2018 wehad3,059,3,246 and3,275employeesespectivelyNoneof ouremployees
arecoveredby acollectivebamgainingagreemente consideourrelationswith ouremployeeso besatisfactoryHowever
competitionfor experiencedsseimanagemenpersonnels intenseandfrom time to time we may experiencea loss of
valuablepersonnelWe recognizeheimportanceo our busines®f hiring, trainingandretainingskilled professionals.

Competition

We areengagedn anextremelycompetitivebusinessandaresubjectto substantiatompetitionin all aspectof
ourbusinessThesuccessfourbusinesslependennumerougactorsjncludinginvestmenstyle investmenperformance,
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quality of advice,track recordsthe level of fees,the rangeof productsoffered, brandrecognition,businesgeputation,
financial strength,the depth and continuity of relationships,distribution relationshipsand compensatioroffered to
distributorsandquality of service Ourcompetitionincludeswith respecto oneor moreaspect®f ourbusinesspumerous
assemanagemeriirms andbrokerdealersmutualfundcomplexeshedggunds,commerciabanksjnsurance&ompanies,
otherassemanagemerdompaniegndotherfinancialinstitutions.Many of theseorganization®ffer productsandservices
thataresimilarto, or competewith, thosewe offer, andmanyof theseorganization$ravesubstantiallynorepersonnebnd
greaterfinancialresourceshanwe have.Someof thesecompetitorshaveproprietaryproductsanddistributionchannels
that makeit moredifficult for usto competewith them.In addition, many of our competitorshavelong-standingand
establishedelationshipswith distributorsandclients. The primary competitivefactorsrelatingto our businessarethe
quality of adviceandservicegrovidedto investorsthe performanceecordsof thatadviceandservice the reputationof
thecompanyprovidingthe servicesthe price of servicesthe productsandservicesofferedanddistributionrelationships
andcompensationfferedto distributors.Webelievethatourfocusonexpandinglientchoicethroughavarietyof products,
vehiclesandacces®nableusto competesffectively in theinvestmenmanagemenbusiness.

Competitionin our businesgeriodicallyhasbeenaffectedby significantdevelopmenti theassemanagement
industry Seel¢Y2ltebA\. Risk Factors- Risks Relatedto our AssetManagemenBusiness- Competitionin the Asset
ManagemenindustryCould Reduceour RevenuesindNet Income.i¢ %2

Risk Management

We are committed to continually strengthening and refining our risk management approach and believe our risk
management &rts, along with the diversity of asset classes and products thafexeaoé key factors in our ability to
manage through various market cycles. Our risk management approach reaches across Legg Masditiaind dachf
encourages consistent and meaningful conversations about potential risk across the.company

Regulation

Theassemanagemerindustrygenerallyandvirtually all aspect®f ourbusinessis subjectto extensiveederal,
stateandinternationalawsandregulationgpromulgatedy variousgovernmentssecuritiesexchanges;entralbanksand
regulatorybodies. Someof theselaws andregulationsaresummarizedelowandalmostall areintendedto benefitand
protectinvestmentadvisoryclientsandinvestorsin registeredand unregisterednvestmenicompaniesin addition,our
distribution activities also may be subjectto regulationby internationaland U.S. federal agencies self-regulatory
organizationsand securitiescommissiondn thosejurisdictionsin which we conductbusiness. Undertheselaws and
regulationsagencieghat regulateinvestmentadvisersjnvestmentfunds and otherindividuals and entitieshavebroad
administrativepowers,including the powerto limit, restrictor prohibit the regulatedentity or personfrom conducting
businesdf it fails to comply with suchlaws andregulations.Regulatorsalso havea variety of informal enforcement
mechanismsvailablethat could havea significantimpacton our businessDueto the extensivdaws andregulationsgo
which we are subject,we mustdevotesubstantiatime, expenseandeffort to remainingvigilant about,andaddressing,
legal and regulatory compliancematters.Moreover regulatorychangesn one jurisdiction often affect our business
operationsn otherjurisdictions.Possiblesanctiongor significantcompliancdailuresincludethesuspensionf individual
employeeslimitations on engagingin certainlines of businesdor specifiedperiodsof time, revocationof investment
adviserandotherregistrationsgensuresndfines.A regulatoryproceedingregardles®f whetherit resultsin asanction,
canrequiresubstantiabxpendituresndcanhaveanadverseeffect on our reputationor business.

Regulatory Reform

We aresubjectto numerougegulatoryreforminitiatives aroundthe world. Any suchinitiative, or any newlaws
or regulationsor changesn enforcemenbf existinglaws or regulationscould materially and adverselyimpactus by
leadingto businesdisruptions,requiring us to changecertainbusinesgracticesand exposingus to additional costs
(including complianceand legal costs).The rules governingthe regulationof financial institutionsand their holding
companiesandsubsidiariesarevery detailedandtechnical Accordingly, the discussiorbelowis generalin nature,does
not purportto be completeandis currentonly asof thedateof this report.
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Dodd-FrankWall SteetReformand ConsumeProtectionAct

In July2010 theDodd-FrankVall StreeiReformandConsumeProtectiorAct (thei¢ ¥2Dodd-Fréwaki ¢, #assigned
into law in theUnited StatesThe Dodd-FrankAct requiresgheadoptionof extensiveregulationandnumerougegulatory
decisionsmanyof which havebeenadoptedandothersof whichwill beforthcoming.We haveimplementegrogramgo
addresgertainregulationsadoptedunderDodd-Frank aswell asfinancial reformsthathavebeenintroducedaspart of
the SECgjftvestmenicompanymodernizationnitiatives. As certainlimited aspect®f Dodd-Frankandotherrulesare
still beingadoptedandthe impactof the rulesalreadyadoptedwill becomeevidentovertime, it is not yet possibleto
predictthe ultimate effectsthatthe Dodd-FrankAct or subsequenimplementingregulationsanddecisionswill haveon
our businessfinancialcondition,andoperatingactivities

Systemically Important Financial Institution (i¢,%2SIFli¢Y2) Review

TheFinancialStability OversightCouncil (i¢, Y2FSOCia$th)e authorityto designatenonbankiinancialinstitutions
asSIFls.FSOCgtostrecentstatementandactionsgenerallyindicatethatit is focusedon productsandactivities,rather
thandesignatiorof entities,in its review of assetmanagersThe Treasuryreporton assemanagemenissuedn October
2017,alsoexpressedhis view. In addition,in November2017,Treasurymaderecommendationsoncerninghe process
by which FSOCdesignatesonbanksasSIFIs,furthersupportinga productsandactivitiesapproactio addressingisksin
assetmanagementandin March 2019,FSOCissuedproposednterpretiveguidancethat calls for ani¢ Yzactivitiessedi¢, 2
designatiorapproach.Currently thereareno non-bankfinancialcompaniesvith a SIFI designationlf we aredesignated
asa SIFI, we couldbecomesubjectto directsupervisiorby the FederaReserveSystem.

BoththeFinancialStabilityBoard(i¢, %2F SBiugvkjngwith thelnternationaDrganizatiorof Securitie€Commissions
(T1¢ 2l0SCQip SOC, areconsideringpotentialsystemicrisk relatedto assetmanagemerandarecurrentlyfocusedon
a productsand activities approachin their review of assetmanagersin January2017,the FSB announcedts Policy
Recommendation® AddressStructuraMulnerabilitiesfrom AssetManagemenActivities, which concentrateprimarily
on productsandactivitiesandincludes14 recommendationtgrgely focusedon liquidity in open-endunds,leveragen
funds,operationakisk, andsecuritiedending,certainof which IOSCOis expectedo engageon in the future. The FSB
hasindicatedthatit maydevelopcriteriafor designatiorof nonbanknon-insurersn thefutureto address¢ Yaresidusksi¢, Y.
Any measuresppliedin relationto a global systemicallyimportantfinancialinstitution (i¢, %2G-SIFtigétgnatiorfrom the
FSBwould needto beimplementedhroughexistingregulatoryprocesseandproceduredy relevaninationalauthorities.

If we oranyotherassemanageweredesignate@SIFl or G-SIFI,we couldbecomesubjecto enhancegrudential,
capital,supervisonandotherrequirementssuchasrisk-baseaapitalrequirementdeveragdimits, liquidity requirements,
resolutionplanandcreditexposurgeportrequirementsgoncentratiodimits, a contingentcapitalrequirementenhanced
public disclosuresshort-termdebtlimits andoverall risk managementequirementsRequirementsuchasthese which
weredesignedo regulatebankinginstitutions,would likely needto be modifiedto beapplicableto anasseimanagerNo
proposal$hravebeenmadeindicatinghow suchmeasuresvould be adaptedor assemanagers.

Securities and Exchange Commission RevieMssét Managers and Mutual Funds

Ourbusinessnayalsobeimpactedy additionalregulatoryinitiativesby theSEC.In October2016 theSECadopted
newrules(aswell asamendmentto existingrules)to modernizehereportinganddisclosureof informationby registered
investmentompaniesincluding (i) newmonthlyandannualreportingrequirementsor certainU.S. registeredunds;(ii)
enhancedeportingregimesfor investmentdviserstheserules, haveincreasedhe Fundsigidéour U.S.assemanagersi¢ ¥z
public reportinganddisclosurerequirementsAny additionalSECoversightrelatingto the above,or the introductionof
anynewreporting,disclosureor controlrequirementgould exposeusto additionalcompliancecostsandmayrequireus
to changehow we operateour business.

Regulation of Exchangedded Funds

As partof afocuson financial stability issuesanddueto the significantgrowth of this productclassoverthelast
few years regulatorgglobally areexaminingthe potentialrisksin ETFs,includingrisksrelatedto transparencyliquidity
andstructuralresiliency Therecanbe no assurancéhatstructuralor regulatoryreforms,including potentialrulemaking
by theSEC will beimplementedn amannerfavorableto us,or atall. Dependingontheoutcomeof thisrenewedegulatory
analysis,or any associatedtructuralreforms, ETF productsmay becomesubjectto increasedregulatoryscrutiny or
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restrictionswhichmayrequireusto incuradditionalcomplianceandreportingexpenseandadversehaffectourbusiness.

In addition,in Septembe2019,the SECadoptedRule6c-11 underthelnvestmentCompanyAct of 1940(thei¢ Y2lnvestment
CompanyActi¢, ¥nown asthei¢ “2ERulei¢ Vhe ETF Ruleis intendedto establisha clearand consistentrameworkthat
allows many ETFs operatingunderthe InvestmentCompanyAct to cometo marketwithout applying for individual
exemptiveorders.

Regulation of Swaps and Derivatives

The SEC,thelnternalRevenueservice(i¢ V2R Gigdthe CommodityFuturesTradingCommission(i¢, Y2CF T @igéh)
continueto review the useof futures,swapsandotherderivatives.Suchreviewscould resultin regulationsthat further
limit theuseof suchproductsy mutualfunds.If adoptedthesdimitationscouldrequireusto changecertainmutualfund
busines@racticerto registeradditionalentitieswith theCFTC,whichcouldresultin additionalcostsand/or restrictions.
In December2015, the SEC proposeda new rule governingthe use of derivativesand other financial commitment
transaction®y investmentompaniesin Decembef019,the SECre-proposedherule, makingsignificantchangesrom
the original proposal. This proposalhasthe potentialto requireusto changeor restrictcertaininvestmentstrategiesor
practicesandincur additionalcosts. Thereis no indicationasto whenor if thefinal Rulewill beadopted.

We reportcertaininformationaboutseveralof our private fundsto the SECandthe CFTC, undersystemicrisk
reportingrequirementadopteddy bothagenciesThesereportingobligationshaverequired,andwill continueto require,
investmentsn peopleandsystemgo assurdimely andaccuratgeporting. Therulesandregulationsapplicableo offshore
funds,account@andcounterpartiewill requireusto build andimplemennewcompliancenonitoringprocedureso address
theenhancetkvelof oversightowhichwewill besubjectTheseulechangeslsointroducenewrequirementgor centrally
clearingcertainswap,and eventuallysecurity-basedwap,transactionsandfor executingcertainswap,andeventually
security-basedwap transactionsn or throughCFTCor SEC-registerettadingvenues.Jurisdictionsoutsidethe United
Statesn whichweoperatalsohaveadopte@ndimplementedorarein theproces®f consideringadoptingorimplementing
morepervasiveegulatiorof manyelement®f thefinancialservicesndustry whichcouldfurtherimpactusandthebroader
markets This includesthe implementatiorof mandatedentralclearingof swapsin the EuropeariJnion (i¢, “2EUigéihe
implementatiorof tradereporting,documentatiorngentralclearingandotherrequirement variousjurisdictionsglobally.

SECsPtoposalsto EnhanceProtectionsfor Retail Investors

In June2019,the SECadoptedulesandinterpretationslesignedo enhancerotectiondor retailinvestorsn their
relationshipswith financialprofessionalsncludingbrokerdealersandinvestmentdvisersyith respecto bothretirement
and non-retirementiccounts. RegulationBestInterest,which will take effect on June30, 2020following a oneyear
implementationperiod, will imposea i¢Y2bésterestigtandardof conductfor brokerdealersand their representatives.
RegulatiorBestInterestenhancehecurrenti¢ Y2suitabiligtegidarcipplicableto brokerdealerdy imposinganexplicit care
obligationandadditionaldisclosureandconflict of interestmitigation or eliminationrequirement®n brokerdealerghat
makesecuritiesecommendation® retailinvestors.In additionto RegulatiorBestinterestthe SECissuecaninterpretation
(T¢ Yotlmyestmenidviser Interpretationi ggftingforth the SECEiew asto the natureof aninvestmentdviseig figuciary
obligationsunderthe InvestmenidvisersAct of 1940. In additionto the SECEALtivity, severaktateshaveadoptecbr are
consideringulesthatwouldestablistheightene@r moreexplicit standardsf conductor financialintermediarie®perating
in suchstates. It is unclearhow thesestateinitiativeswill beimpactedby theimplementatiorof RegulationBestInterest
andpossiblepre-emptiorchallengesWeandourassemanagersmaybeadverselympactedy suchSECandstateregulatory
initiativesin the retail investmentspaceto the extentthat they leadto changesn investmentpreference®n the part of
financialintermediarie@ndinvestorsandincreasegressuren productfeesandexpenses.

ReviseEU Capital Requiements

EUregulatorareconsideringnowto desigranappropriateapitalregimefor non-systemicallymportaninvestment
firms asthe currentregimeis baseduponbankingrequirementandhasnot beenmateriallymodified for assetmanagers.
In DecembeR017,the EuropearCommissiorpublisheda legislativeproposaladdressedb the EuropearParliamen@and
Councilfor anewDirectiveandnew Regulationon prudentialrequirementgor MiFID investmenfirms.

ThenewlegislativepackagewhichincludeghelnvestmentEirmsRegulatior(IFR) andinvestmenEirmsDirective
(IFD) will makesignificantalterationgo the prudentialframeworkgoverninginvestmentirms, includingdeviationsfrom
thecurrentMiFID approacho the useof quantitativeK-factors.IFR becomedlirectly applicablen EU memberstateson
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June26,2021.1FD comesdnto effecton June26,2021andEU membeistateshavel8 monthsto adoptandpublishmeasures
to implementit. Theimplementatiorof changedo adoptandcomplywith IFR andIFD andwill resultin higherregulatory
capitalrequirementdor impactedfirms, subjectto transitionalphasingin. We continueto analyzethe potentialimpactof
IFR andIFD onusandour asseimanagers.

ReviseRetail ConsumeDisclosue Requiements

EU legislatorshaveintroduceda new i¢, “2Kéyformation Documenti§y2/2KIDighigh is applicablewherea retail
consumeis soldPackagedRetailandinsurance-basddvestmenProductgi¢, “2PRIIPsighhichcameanto effectin January
2018andwill becomeapplicableto fundsin Decembef021.TheKID mustincludespecificinformationon costsyisksand
performanceWearerequiredo produceaKID for eacifundin scopeaswell asto makeinformationavailableto distribution
partnersvho sell thesefundsin the EU.

British Exit fom the Euopean Union

The United Kingdom (i¢ ¥2U.Kliglda referendunin June2016in which votersapprovedan exit from the EU
("Brexit"), whichresultedn significantvolatility in severainternationamarketsOnMarch29,2017,theU.K. delivered
noticeunderArticle 50 of the LisbonTreatyof its intentto leavethe EU, beginninga two-yearnegotiationperiodfor the
U.K. andthe 27 remainingmembersof the EU to reachagreemenon the termsof the exit. On March 23, 2018,the UK
andthe EU leaderendorsed 21-monthtransitionperiodthatwould beginon March29,2019andendon DecembeB1,
2020andadoptednegotiatingguidelineson the future EU-UK relationship.id¥e termsof this transitionalarrangement
werenotbindingunlessby March31,2019,aformal withdrawalagreemenbetweerthe UK andthe EuropearEconomic
Area(i¢ “2EEAggiagennegotiatedn full andagreedratified by the EuropearParliamentandthe EuropearCouncil;and
ratified by the UK (whichis likely to requireanAct of Parliament). The UK andEU leadersvereunableto negotiatea
formalwithdrawalagreemeny March31,2019butagreedo extendheBrexitdateto provideadditionakimeto complete
negotiationsTheUK withdrewfrom theEU onJanuary81,2020.Thetimelineto concludeanewUK/EU tradeagreement
by DecembeB1,2020hasbeenchallengedn recentveekshy theglobaleconomiandhealthcrisiscausedy COVID-19,
andthefinal termsandimplementatiordateof a newtradeagreementemainuncertain.

As aresultof Brexit, we have,andmaycontinueto, incur additionalcostsdueto havingto locatemoreactivities
within the EU. Therecouldalsobe changedo UK andEU immigrationpoliciesasa resultof Brexit, which couldleadto
restrictionsonthefreemovementfinvestmenandsupportstaf betweerthe UK andtheEU. Wewill continueto monitor
thepotentialimpactof Brexit on our busines®perationsandfinancialconditionandhaveimplementeca numberof steps
to prepardor variousoutcomesincluding establishingan office in Dublin, Ireland,effecting organizationalgovernance
and operationalchanges,applying for and receiving licensesand permissionsin the EU, and engagingin client
communicationsT hesestepsmanyof which havebeentime-consumingndcostly, areexpectedo addcomplexityto our
Europearoperations.

Existing U.S. Regulation

The SECis thefederalagencychagedwith administratiorof thefederalsecuritiedaws.OurU.S.assemanagers
areregisteredisinvestmentdviserawith the SEC,asareseverabf ourinternationabhssetmanagersandarealsorequired
to makenoticefilings in certainstatesWe andcertainof our affiliates arealsocurrentlysubjectto regulationby the SEC,
the Departmenbf Labor (thei¢¥2DOLth&dyederaReservethe FinanciallndustryRegulatoryAuthority (i¢, “2FINRAth&2),
National FuturesAssociation(i¢, ¥2Nig “she CFTC and othergovernmentigenciesaandregulatorybodies.Certainof our
affiliates are also subjectto variousanti-terroristfinancing, privacy, anti-moneylaunderingregulationsand economic
sanctiondawsandregulationsestablishedby variousagencies.

The InvestmentAdvisersAct of 1940imposesnumerousobligationson registerednvestmentadviserssuchas
certainof our assetmanagersincluding recordkeepingpperationaland marketingrequirementsgisclosureobligations
andprohibitionsonfraudulentactivities. ThelnvestmentCompanyAct of 1940imposesstringentgovernancesompliance,
operational disclosureand relatedobligationson registeredinvestmentcompaniesand their investmentadvisersand
distributors The SECis authorizedo instituteproceedingandimposesanctiongor violationsof theInvestmenAdvisers
Act of 1940andthe InvestmentCompanyAct of 1940,rangingfrom fines and censureo terminationof aninvestment
adviseigtégistrationInvestmenadvisersalsoaresubjecto certainstatesecuritiedawsandregulationsNon-compliance
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with thelnvestmeniAdvisersAct of 1940,the InvestmentCompanyAct of 19400r otherfederalandstatesecuritiedaws
andregulationscouldresultin investigationssanctionsdisgogementfinesandreputationadamage.

Ourtradingandinvestmengctivitiesfor clientaccountsarealsoregulatedunderthe SecuritiesExchangect of
1934 (the ¢, Y2Exchargsi¢ Yas well asthe rulesof variousU.S. andnon-U.S.securitiesexchangesnd self-regulatory
organizationsincludinglawsgoverningradingoninsideinformation,marketmanipulatiorandabroadnumberof technical
requirementandmarketregulationpoliciesin the United Statesandglobally.

Ourbrokerdealersubsidiariegresubjectto regulationghatcoverall aspect®f the securitiedbusinessMuch of
the regulationof brokerdealershasbeendelegatedo self-regulatoryorganizationsprincipally FINRA. Theseself-
regulatory organizationshave adoptedextensiveregulatoryrequirementgelating to matterssuch as salespractices,
compensatiomanddisclosureandconductperiodicexamination®f membetbrokerdealersn accordancevith rulesthey
haveadoptecandamendedrom timeto time, subjectto approvaby the SEC.The SEC,self-regulatoryorganizationand
statesecuritiecommissionsnayconducadministrativgoroceedingthatcanresultin censurefine, suspensionrexpulsion
of a broker dealer its officers or registeredemployeesTheseadministrativeproceedingswhetheror not resultingin
adversdindings, canrequiresubstantiabexpendituresand canhavean adverseémpacton the reputationor busines®f a
brokerdealer The principal purposeof regulationand discipline of brokerdealersis the protectionof clientsandthe
securitiesnarketsratherthanprotectionof creditorsandstockholderof theregulatecentity.

In addition,our assemanagerslsomaybe subjectto the EmployeeRetirementncomeSecurityAct of 1974,as
amendedi¢ 2ERISA&id)elatedregulations particularlyinsofarasthey act asa i¢ Y2fiduciami d¢42investmeranageric, 2
underERISA with respecto benefitplan clients. ERISAimposesdutieson personsvho arefiduciariesof ERISA plan
clients,andERISAandrelatedprovisionsof the InternalRevenueCodeprohibit certaintransactionsnvolving the assets
of ERISAplanandIndividual RetiremenAccount(i¢, “2IRASliéhrsandcertaintransaction®y thefiduciaries(andseveral
otherrelatedparties)to suchclients.Non-compliancevith suchERISAandinternalRevenueCodeprovisionscouldresult
in sanctionsdamagesgdisgogementpenaltiesfines, excisetaxesandreputationablamage.

In October2016,the SECadopteda newrule (andamendmentto existingrules)designedo promoteeffective
liquidity risk managementhroughoutthe open-endund industry therebyreducingtherisk thatfundswill be unableto
meetredemptionobligationsand mitigating dilution of the interestsof fund shareholdersThe amendmentslsoseekto
enhancalisclosureregardingfund liquidity andredemptiorpracticesNew rule 22e-4requireseachregisterepen-end
fund,includingopen-endETFs(butnotincludingmoneymarketfunds),to establishaliquidity risk managemergrogram.
The Commissionalsoadoptedamendmentso existingrule 22c-1to permita fund, undercertaincircumstancespo use
¢ Yaswipgcing,ighte processof adjustingthe NAV of a fundig 8haresto effectively passon the costsstemmingfrom
shareholdepurchaseor redemptioractivity to the shareholderassociatedvith thatactivity. The fundswererequiredto
complywith certainaspect®f rule 22e-4beginningon Decembel., 2018,andotheraspect®f theRulebeginningon June
1,2019.TheSECdelayedheeffectivedateof theamendmentthatwill permitfundsto useswingpricingto providefunds,
intermediarieandserviceprovidergimeto work throughoperationaissues.Thepotentiaimpactof thenewandamended
ruleson thefundsand/orour businesss unclear

Existing International Regulation

In our internationalbusinesswe have fund managementassetmanagementbrokerdealerand distribution
subsidiariesdomiciled in a numberof jurisdictions,including Australia, Brazil, CanadaJapan,Hong Kong, Ireland,
SingaporeTaiwanandthe UnitedKingdom. Thesesubsidiariegresubjectio extensiveregulationunderthelawsof, and
to supervisiorby, governmentahuthoritiesandregulatoryagenciesn eachof thesgurisdictions,includingtheAustralian
Securities& Investment€Commissionfor our Australianbusinesseghe Comissi¢ ggValoresMobilit¢, Yeribmr Brazilian
businessthe OntarioSecuritiesCommissionn Canaddor our Canadiarbusinessthe FinancialServicesAgencyfor our
Japaneséusinessthe Securities~uturesCommissiorfor our Hong Kong businessthe CentralBank of Irelandfor our
Irish businessthe MonetaryAuthority of Singaporeor our Singaporebusinessthe FinancialSupervisoryCommission
for our Taiwanbusines@ndthe FinancialConductAuthority for our UK businessOurinternationakubsidiariegarealso
authorizedr licensedo offer their productsandservicesn severabthercountriesaroundtheworld, andthusaresubject
to thelawsof, andto supervisiorby, governmentahuthoritiesn theseadditionalcountries.

Ouroffshoreproprietaryfundsarealsosubjecto thelawsandregulatorybodiesof thejurisdictionsin whichthey
aredomiciledand,for fundslisted on exchangedp therulesof theapplicableexchangesCertainof our fundsdomiciled
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in Ireland are alsoregisteredfor public salein severalcountriesaroundthe world and are subjectto the laws of, and

supervisionby, the governmentahuthoritiesof thosecountriesAll of thesenon-U.S.governmentaauthoritiesgenerally
havebroadsupervisoryanddisciplinarypowersjncluding,amongothers the powerto setminimumcapitalrequirements,
to temporarilyor permanentlyrevokethe authorizatiorto carry on regulatedbusinessto suspendegisterecemployees,
andto invoke censureaindfinesfor boththeregulatedbusinessandits registerecemployees.

Our Europearbusinessegswell asour Irish andUK proprietaryfunds,aresubjectto numeroud€U regulations,
including mainly the Marketsin Financiallnstrumentirective (i¢,“2MiFIDip&Alternative Investment~undManagers
Directive (i¢,2AIFMD&gid)the UndertakingFor Collective Investmentin TransferableSecuritiesDirective (i¢¥2UCITS
Directivei¢z).

MiFID

Certainof our subsidiarieshatprovideinvestmenservicego clientsin the EEA mustcomplywith MiFID, which
regulateghe provisionof investmentservicesandactivitiesthroughouthe EEA. MiFID originally becameeffective in
2007andits wasenhancedhroughadoptionof MiFID II, which becameeffectivein January2018. MiFID Il built upon
manyof theinitiativesintroducedhroughMiFID andintroducedanumberof changeshatsignificantlyimpactedhe EU
securitiesandderivativesmarkets,ncluding (i) enhancednvestorprotectionandgovernancestandards(ii) prescriptive
rulesregardingheability of assetnanagemeritrms toreceiveandpayfor investmentesearchelatingto all assetlasses,
(i) ruleson theidentificationand monitoringof target marketsfor MiFID financial instrumentsy MiFID investment
firms who manufactureand/or distribute such instruments,(iv)i¢, “2enhancegulation of algorithmic trading, (v)i¢%the
movemenbf tradingin certainsharesandderivativesonto regulatedexecutionvenues(vi)i¢, Yztheéensiorof pre-andpost-
tradetransparencyequirementso wider categorie®f financialinstruments(vii)i¢ Yzrestrictionghe useof so-calleddark
pooltrading,(viii)i¢ Yzttreationof anewtypeof tradingvenuecalledthe OrganizedlradingFacility for non-equityfinancial
instruments(ix)i¢, Y2nemmmodityderivativepositionlimits andreportingrequirementgx)i¢ thaveawayfrom verticalsilos
in executionclearingandsettlement(xi)i¢, Yemhancedole for the EuropearSecuritiesandMarketsAuthority (i¢ Y2ZESMAI ¢ Y2)
in supervisingzU securitieandderivativesnarketsand(xii)i¢ Y2neguirementsegardinghon-EUinvestmenfirmsigkeess
to EU financialmarket. Compliancewith MiFID Il hasincreasedhe costssomeof our affiliates, astheyhavehadto start
payingfor third-partyinvestmentesearcho complywith the MiFID 1l inducementules.

AlternativelnvestmentEundManagersDirective

TheAIFMD regulatesnanagersf, andserviceproviderdo,abroadrangeof alternativenvestmentunds(i¢, “2Al Fsligivtiled
within and(dependingn the precisecircumstancesyutsidethe EU. The AIFMD alsoregulategshe marketingof all AlFs
insidethe EEA. The AIFMDig%copeis broadand,with a few exceptionsgcoversthe managementadministrationand
marketingof AlFs. In particulartheAIFMD introducechewrulesgoverning(1) theregistratiorandlicensingof alternative
investmenfundmanagersi¢, “2AIFMsi2}ennducof businesgfair treatmenof investorsconflictsof interestyemuneration,
riskmanagementaluationdisclosurgoinvestorsandregulatorsjor AIFMs, (3) regulatorycapitalrequirementfor AIFMs,
(4) thesafekeepin@f investmentgvia themandatoryappointmenof depositariesindcustodians)(5) delegatiorof certain
tasks,jncludingportfolio managemerdandrisk managementg) the marketingof AlFs to professionalnvestorswithin the
EEAvia apassportegime,and(7) theuseof leverageby AIFMs for all AIFs undermanagement.

We andour affiliates currently operatelicensedAIFMs in Ireland,the UK andFrance. We haveincurred,and
expectto continueto incur, additionalexpenseselatedto satisfyingthesenewcomplianceanddisclosureobligationsand
theassociatedisk managemerandreportingrequirements.

Undertakingdor Collectivelnvestmenin TransferableSecurities

The UCITS Directive established single EU-wide marketfor the saleof EU domiciled mutualfunds (i¢ ¥2UCITS
fundsi¢ ¥) retail and institutional investorsunder a common, harmonizedset of rules that governthe management,
administratiorandmarketingof UCITS funds. We currentlyoperateproprietaryUCITS fundsin Irelandandthe UK that
areauthorizedoy the CentralBankof Irelandandthe UKig¥inancialConductAuthority, respectively

The UCITS Directive establishedules that govern (1) the registrationand licensing of UCITS management
companiesandUCITS funds, (2) conductof businesgfair treatmenbf investors conflicts of interest,remunerationrisk
management/aluation,disclosureto investorsandregulatorsYor UCITS, (3) regulatorycapitalrequirementgor UCITS
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managementompanies(4) the custodyandsafekeepingf investmentseld by UCITS funds, (5) delegationof certain
tasksjncludingportfolio managemerdndrisk managemen{6) themarketingof UCITSto retailandinstitutionalinvestors
within the EEA via a passpornotificationregime,and(7) the useof leverageby UCITS.

UCITSV, which cameinto effectin March 2016 with further measuresmplementedn October2016,seeksto
alignthe depositaryregime,remuneratiorrulesandsanctioningpowersof regulatoraunderUCITS with the requirements
of theAIFMD. In addition,ESMA guidelinesncluderulesrelatingto collateralmanagemermequirement$or UCITS funds
concerningcollateralreceivedin the contextof derivativesusing Efficient Portfolio Managemen(i¢, “2EPMgghhiques
(includingsecuritiesending)andoverthe-countederivativetransactionsT heseulesrequiredusto makeaserieof changes
tocollateramanagemerarrangement@pplicabldotheEPMof UCITSfundrangesandcauseistoincuradditionalexpenses
associateavith risk managemerdandreportingrequirements.

Net Capital Requirements

We haveseverakmall,non-clearingorokerdealersubsidiarieshatprimarily distributeour fundsandotherasset
managemenproducts.Thesebrokerdealersubsidiariesare subjectto net capital rulesthat mandatethat they maintain
certainlevelsof capital.In addition,certainof our subsidiarieghat operateoutsidethe United Statesare subjectto net
capitalor liquidity requirementsn the jurisdictionsin which they operate For example,in additionto requirementsn
otherjurisdictions,our United Kingdom-basedubsidiariesand our Singapore-basesubsidiariesare subjectto the net
capitalrequirement®f the FCA andthe MonetaryAuthority of Singaporerespectively

Additional Information

The SEC maintainsa websitethat containsreports,proxy and information statementsind other information
regarding issuers with the SEC, at www.sec.gov We make available, free of chage on our website, http://
www.leggmason.congurannuakeportson Form10-K, quarterlyreportson Form10-Q,currentreportson Form8-K and
amendment#o thosereportsfiled or furnishedpursuanto Section13(a)or 15(d) of the SecuritiesExchangect of 1934
and our proxy statementsThesereportsare availablethroughour websiteas soonas reasonablypracticableafter we
electronicallyfile thematerialwith, or furnishit to, the SecuritiesandExchangeCommissior(i¢ ¥2SEQipé$torscanfind
this information underthe i¢,%2Inves®elationsigectionof our website.In addition, the Legg Mason, Inc. Corporate
Governancérinciples,our Codeof Conductfor all employeesinddirectors,andthe chartersor the committeef our
Board of Directorsare also availableon our corporatewebsiteat http://wwwleggmason.conunderi¢ ¥2Aboulnvestor
Relations- Governance CorporateGovernanceiflopy of any of thesematerialsmay alsobe obtainedfree of chage,
by sendinga written requesto CorporateSecretarylLegg Mason,Inc., 100 InternationalDrive, Baltimore, MD 21202.
Theinformationon our websiteis notincorporatedy referencento this Report.
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ITEM 1A. RISK FACTORS.

Our businessandthe asseimanagemenindustryin generaljs subjectto numerousisks, uncertaintieandother
factorsthatcouldnegativelyaffectourbusinessrresultof operationsTheseisks,uncertaintiesindotherfactors,ncluding
the onesdiscussedelow andthosediscusseatlsewhereéhereinandin our otherfilings with the SEC, could causeactual
resultsto differ materiallyfrom anyforward-lookingstatementshatwe or any of our employeesnay make.

Risks Relatedto the ProposedMerger

RegulatoryApprovalsMay Not be ReceivedMay TakeLonger Than Expectedor May ImposeConditionsThat
Are Not PresentlyAnticipatedor Cannotbe Met.

Beforethetransactiongontemplatedy the MergerAgreementjncludingthe Merger, maybecompletedyarious
approvalsnustbeobtainedrom regulatoryauthoritiesTheseregulatoryauthoritiesanayimposeconditionsonthegranting
of suchapprovals Suchconditionsor changesandthe processof obtainingregulatoryapprovalscould havethe effect of
delayingcompletionof the Mergeror of imposingadditionalcostsor limitations on the combinedcompanyfollowing the
Merger. The regulatoryapprovalsmay not be receivedat all, may not be receivedin a timely fashion,or may contain
conditionson the completionof the megersthatarenot anticipatedor cannotbe met. If the consummatiorof the Merger
is delayedjncludingby adelayin receiptof necessaryegulatoryapprovalsthe businessfinancialconditionandresultsof
operation®f eachcompanymayalsobe materiallyandadversehaffected.Seethesectiorentitledi¢, Y2 ThiergerRegulatory
ApprovalsRequiredfor the Mergeri¢gbzour definitive proxy statemenfiled with the SEC on March 27, 2020 (i¢ ¥2Proxy
Statementi¢, %%).

Failure of the Mergerto be Completedthe Termination of the Merger Agreementor a Significant Delayin the
Consummationof the Merger could Negativelyimpact Us.

TheMergerAgreements subjectto anumberof conditionswhichmustbefulfilled in orderto completeheMerger.
Pleaseseethesectiorentitledi¢, %2 ThgreemenandPlanof MergerConditionsto theMergeriifthe Proxy StatementThese
conditionsto the consummatiorof the Mergermay not befulfilled and,accordingly the Mergermay not be completedor
significantly delayed. In addition,if the Mergeris not completedby Februaryl7,2021,eitherFranklin Templetonor we
may chooseto terminatethe Merger Agreementat any time after that dateif the failure to consummatéehe transactions
contemplatedy theMergerAgreements not primarily causedy anyfailureto fulfil anyobligationthe MergerAgreement
by thepartyelectingto terminateheMergerAgreementFurthermoretheconsummatiomf themeigermaybesignificantly
delayeddueto variousfactors,including potentiallitigation relatedto the Merger.

If theMergeris notconsummatedr significantlydelayedpurongoingbusinessfinancialconditionandresultsof
operationsmay be materially adverselyaffected and the marketprice of our commonstock may decline significantly,
particularlyto the extentthatthe currentmarketprice reflectsa marketassumptiorthatthe Mergerwill be consummated.
If the consummatiorof the Mergeris delayed,ncluding by the receiptof a competingacquisitionproposal our business,
financialconditionandresultsof operationsnay be materiallyadverselyaffected.

In addition,we haveincurredandwill incursubstantiabxpenses connectiorwith thenegotiatiorandcompletion
of the transactionsontemplatedy the Merger Agreementlf the Mergeris not completedor significantly delayed,we
wouldhaveto recognizeheseexpensewvithoutrealizingtheexpectedenefitsof theMerger. Any of theforegoing,or other
risksarisingin connectiorwith thefailure of or delayin consummatinghe Merger, includingthediversionof management
attentionfrom pursuingotheropportunitiesandthe constraintsn the MergerAgreemenbn our ability to makesignificant
changedo our ongoingbusinessluringthe pendencyof the Merger, could havea materialadverseeffect on our business,
financialconditionandresultsof operations.

Additionally, ourbusinessnayhavebeenadverselympactedy thefailureto pursueotherbeneficialopportunities
dueto thefocusof managemern the Merger, without realizingany of the anticipatedoenefitsof completingthe Merger,
andthemarketpriceof ourcommorstockmightdeclineto theextenthatthecurrentmarketpricereflectsamarketassumption
thatthe Mergerwill be completedIf the Merger Agreements terminatedanda partyg bbardof directorsseeksanother
meigeror businessombinationpur stockholdergannotbe certainthatwe will beableto find a partywilling to engagen
atransactioron moreattractivetermsthanthe Merger.
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We Will be Subjectto BusinessUncertaintiesand Contractual RestrictionswWhile the Merger is Pending.

Uncertaintyaboutthe effect of the Merger on employeesgustomerssuppliersandvendorsmay haveanadverse
effect on our businessfinancial conditionandresultsof operationsTheseuncertaintiesnay impair our ability to attract,
retainandmotivatekey personnefindcustomerpendingheconsummatiof theMerger, assuchpersonneandcustomers
mayexperienceincertaintyaboutheirfuturerolesandrelationship$ollowing theconsummationftheMerger Additionally,
theseuncertaintiexould causeour customerssuppliersyendorsandotherswith whomwe dealto seekto changepr fail
to extend existingbusinesselationshipsvith us.In addition,competitorsmaytargetourexistingcustomersdy highlighting
potentialuncertaintieandintegrationdifficulties thatmayresultfrom the Merger.

Thepursuitof theMergerandthepreparatiorior theintegratiormayplaceaburdernonourmanagemerandinternal
resourcesAny significantdiversionof managemenattentionawayfrom ongoingbusinesoncernsandany difficulties
encounteredn the transitionand integrationprocesscould havea materialadverseeffect on eachcompany$ditsiness,
financialconditionandresultsof operations.

In addition,the MergerAgreementrestrictsus from taking certainactionswithout Franklin Templeton$gignsent
while theMergeris pending. If the Mergeris notcompletedtheserestrictionscould havea materialadverseeffect on our
businessfinancialconditionandresultsof operationsPleaseseethe sectionentitledi¢, Y2 ThgreemenandPlanof Merger
CovenantfRegardingConduciof Businesdy the Companyandits Subsidiarie®riorto theMergeri i¥the Proxy Statement
for adescriptionof therestrictivecovenant@pplicableto usandFranklinTempleton.

Litigation AgainstUsor Franklin Templetonor the Membersof Our or Franklin TempletonBoardof Directors,
Could Preventor Delaythe Completionof the Merger.

While we andFranklinTempletorbelievethatany claimsthatmaybe assertedby purportedstockholdeplaintiffs
relatedto the Mergerwould be without merit, the resultsof any suchpotentiallegal proceedingsredifficult to predictand
coulddelayor preventheMergerfrombeingcompetedn atimely mannerMoreoveranylitigation couldbetimeconsuming
andexpensivegcould divert our and Franklin Templetonéaifanagemendiatentionaway from their regularbusinessand,
anylawsuitadverselyesolvedagainsus, FranklinTempletornor memberf ouror FranklinTempletorboardof directors,
couldhavea materialadverseeffect on eachparty&ptisinessfinancial conditionandresultsof operations.

Oneof the conditionsto the consummatiorof the memgeris the absencef any statuteyule, regulation,executive
order decreeryuling, temporaryrestrainingorder preliminaryor permaneninjunction or otherorderissuedby a courtor
othergovernmenentity of competenjurisdiction havingthe effect of makingthe Mergerillegal or otherwiseprohibiting
consummatiomf the Merger. Consequentlyif a settlemenbr otherresolutionis notreachedn anylawsuitthatis filed or
anyregulatoryproceedinganda claimantsecuresnjunctiveor otherrelief or aregulatoryauthorityissuesanorderor other
directive havingthe effect of makingthe Mergerillegal or otherwiseprohibiting consummatiorof the Merger, thensuch
injunctive or otherrelief may preventthe Mergerfrom becomingeffectivein atimely manneror atall.

Risks Relatedto our AssetManagementBusiness
PoorInvestmentPerformanceCould Leadto a Lossof AssetdJnder Managementand a Declinein Revenues

We believethatinvestmeniperformanceas oneof the mostimportantfactorsfor the maintenancendgrowth of
our AUM. Poorinvestmentperformancegitheron an absoluteor relative basis,could impair our revenuesand growth
because:

¢ Y2existing clients might withdraw fundsin favor of betterperformingproducts which would resultin lower

investmentdvisoryandotherfees;

¢, %20ur ability to attractfundsfrom existingandnew clientsmight diminish;and

¢, %2negativeabsolutanvestmenperformancevill directly reduceour managedsset@andrevenues.

If ourrevenuesleclinewithoutacommensurateeductionin ourexpensespurnetincomewill bereducedFrom
timeto time, severabf ourassetnanagerfiavegenerategoorinvestmenperformancepn arelativebasisor anabsolute
basis,in certainproductsor accountghatthey managedyhich contributedto a significantreductionin theirAUM and
revenuesindareductionin performancdees,andsomeof ourassemanagersurrentlyfacethesessuesWefaceperiodic
performanceéssueswith certainof ourproductsandthereistypically alagbeforeimprovement investmenperformance
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produceapositiveeffectonassetlows. In addition theassemanagemernihdustryhasexperienceacontinuedveakening
in thecorrelationbetweerstronginvestmenperformancandincreasedsseflows. Therecanbenoassuranceasto when,
orif, investmenperformanceassueswill ceasdo negativelyinfluenceour AUM andrevenues.

Our BusinessaandOperationsare Subjectto AdverseEffectsfrom the Outbreakand Spreadof ContagiousDiseases
SuchasCOVID-19, and We ExpectSuchAdverseEffectsto Continue.

Theoutbrealandspreadf contagiousliseasesuchasCOVID-19,ahighly transmissibl@ndpathogenidisease,
hasresultedandwill likely continueto resultin awidespreadationalandglobal public healthcrisis, which hashad,and
weexpectwill continueto have anadversesffectonourbusinessfinancialconditionandresultsof operations.Infectious
illnessoutbreaksor otheradversepublic healthdevelopmentsn countrieswherewe operateaswell asanylocal, state
and/or national governmentrestrictive measuresmplementedto control such outbreaks,could adverselyaffect the
economie®f manynationsor the entireglobal economythefinancial conditionof individual issuersor companiesand
capitalmarketsjn waysthatcannonecessarilpeforeseenandsuchimpactscouldbesignificantandlongterm.in addition,
theseeventsandtheir aftermathsnay causeanvestorfearandpanic,which couldfurtheradverselhaffectin unforeseeable
waystheoperationandperformancef thecompaniessectorspationsyregionsin whichwe investandfinancialmarkets
in general. The COVID-19 pandemichasalreadyadverselyaffectedandwill likely continueto adverselyaffect global
economiesandmarketsandhasresultedin a globaleconomicdownturnanddisruptionsin commercehatwill continue
to evolve,includingwith respecto financialandothereconomicactivities,servicestravelandsupplychains Globaland
nationahealthconcernsanduncertaintyegardingheimpactof COVID-19,couldleadtofurtherand/olincreasedolatility
in globalcapitalandcreditmarketsadverselyaffect our key executivesandotherpersonnelglients,investors providers,
suppliers)esseesandotherthird parties, andnegativelyimpactour AUM, revenuesincome,businesandoperations.

Like many other global investmentmanagemenbrganizations,our businessand the businesse®f our asset
managemerdffiliates, havebeenandwill likely continueto be negativelyimpactedoy the currentCOVID-19 pandemic
andensuingeconomiaownturnin globalfinancialmarketsTheglobalspreadf COVID-19,andthevariousgovernmental
actionsandeconomigffectsresultingfrom thepandemichavehad,andareexpectedo continueto have nhegativampacts
onourbusines@&ndoperationsincludingdecreasedssetalues reduceddlemandor our productsandservicesgoncerns
for andrestrictionson our personnelincluding healthconcernsguarantinesshelterin-placeordersandrestrictionson
travel),andincreasedtybersecurityrisks. The economicdownturnrelatedto COVID-19 hascausedandis expectedo
continueto causegecreaseandfluctuationsin ourAUM, revenuesindincome,increasediquidity risksandredemptions
in our fundsandotherproducts(which couldresultin difficulties obtainingcashto settleredemptions)poorinvestment
performanceof our productsand corporatenvestmentsincreasedocuson expensenanagementapitalresourcesand
relatedplanning,andcould causereputationaharm,legal claims,andotherfactorsthatmayariseor develop.

In order to remain competitive,we must continueto perform our assetmanagementnd related business
responsibilitiedor our clientsandinvestorsproperlyandeffectively throughoutthe courseof the COVID-19 pandemic
andthefollowing recoverywhich, amongothermattersjs dependenon the healthandsafetyof our personneandtheir
ability to work remotelysuccessfullyWhile we haveimplementedur businesgontinuity plansglobally to manageour
businessluringthis pandemicjncludingbroadwork-from-homecapabilitiesfor our personnelthereis no assurancéhat
our efforts andplanningwill besuficient to protectthe healthandsafetyof our personnelind/ormaintainthe successf
our businessFurther we dependon a numberof third-party providersto supportour operationsandany failure of our
third-partyprovidersto fulfill theirobligationscouldadverselympactour businessMoreoverwe now haveanincreased
dependencyn remoteequipmentand connectivityinfrastructureto accessritical businessystemghatmay be subject
to failure, disruptionor unavailabilitythatcould negativelyimpactour busines®perationsAdditionally, multiple regions
in which we operatehaveimplementednovementestrictions which impactour personnebndthird-partyvendorsand
serviceprovidersandmay affect our ability to satisfyor respondimely to potentialtechnologyissuesor needampacting
ourbusines@andoperationslf ourcybersecuritydiligenceandeffortsto offsettheincreasedisksassociateavith greater
relianceon mobile,collaborativeandremotetechnologiesluringthis healthcrisisarenot effective or successfulywe may
beatincreasedisk for cybersecurityor dataprivacyincidents.

TheCOVID-19pandemicontinuedo evolve,andit is notpossibleto predicttheextentto whichthecoronavirus,
or anyinability of theglobaleconomyto successfullyecoverfromit, will adverselympactour businessliquidity, capital
resourcesandfinancialresultsandoperationsywhichimpactswill dependnnumerouglevelopindgactorsthatarehighly
uncertainandrapidly changingTheimpactsandrisks describechereinrelatingto COVID-19 augmenthe discussiorof
overlappingisksin ourrisk factorsbelow which maybeheightenedy COVID-19.
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IncreasedGeopoliticalUnrestand Other EventsOutside Of Our Control Could AdverselyAffect the Global
Economyor Specific International, Regional and DomesticMarkets, Which May CauseOur AUM, Revenueand
Earningsto Decline.

Geopoliticalrisks,includingthosearisingfrom tradetension Europearfragmentationunrestin the Middle East,
post-Brexitnegotiationshatmayposechallenges$o our Europearmperationandresultin additionalcostsor ourEuropean
operationghatmayimpedeour growth or impactour financial performanceandterroristactivity, aswell asactsof civil
orinternationahostility, areincreasingSimilarly, othereventsoutsideof ourcontrol,includingnaturadisastergpandemics
or healthcrises(suchasCOVID-19)), may arisefrom time to time. Any suchevents andresponseghereto,may cause
significantvolatility anddeclinesin the global markets disruptionsto commercgincludingto economicactivity, travel
andsupplychains),ossof life andpropertydamageandmay adverselyaffect the globaleconomyor capitalmarketsas
well asthe Company$giroducts clients, vendorsand employeeswhich may causeour AUM, revenueandearningsto
decline.

AssetdJnder ManagementMay Be Withdrawn, Which May ReduceOur Revenuesand NetIncome

Our investmentadvisoryand administrativecontractsare generallyterminableat will or uponrelatively short
notice,andinvestorsin the mutualfundsthatwe managemay redeentheirinvestmentsn the fundsat anytime without
prior notice.Institutionalandindividual clientscanterminatetheir relationshipswith us,reducethe aggregatemountof
AUM, or shift their fundsto othertypesof accountswith differentrate structuredor any numberof reasonsincluding
investmenperformancegchangesn prevailinginterestrates,changesn investmenpreferencesf clients,changesn our
reputationin themarketplacechangesn managemerur controlof clientsor third-partydistributorswith whomwe have
relationshipslossof key investmenmanagementr otherpersonnelndfinancialmarketperformanceln addition,there
hasbeenatrendof investorsshifting to alternative passiveandsmartbetastrategiesAs aresult,someactivelymanaged
coreequitiesandfixed incomeportfolios aredecliningasa shareof globalAUM. In addition,in a decliningsecurities
marketthepaceof mutualfundredemptiongndwithdrawalof assetérom otheraccountgouldaccelerate?oorinvestment
performancegenerallyor relativeto otherinvestmentmanagemenfirms tendsto resultin decreasegurchase®f fund
sharesincreaseadedemption®f fund sharesandthelossof institutionalor individual accounts.

We haveexperiencedetoutflowsof equityAUM for thelast15fiscalyearsduein partto investmenperformance
issuesDuringfiscalyears2020and2019,we had$6.4billion and$8.0billion of netclientoutflows,respectivelyprimarily
in equityassetsn fiscal year2020andprimarily in equity andfixed incomein fiscal year2019.

If We Are Unableto Maintain Our FeelLevelsor If Our AssetMix Changespur Revenuesand Margins Could
Be Reduced

Our profit maginsandnetincomearedependenin significantparton our ability to maintaincurrentfeelevelsfor
theproductsandserviceghatour assemanager®sffer. Therehasbeena trendtowardlower feesin manysegmentsf the
assetnanagemerihdustryandthereis fee pressurén manyportionsof theactiveequityandfixed incomeindustry driven
in partby inflows into low-fee passiveassemanagemenproductsandwe facecontinuedmarketpressuravith respecto
fee levelsfor many products.In addition, in the ordinary courseof our businesswe may reduceor waive investment
managemeriees orlimit totalexpensesyncertainproductsor servicegor particulartime periodso managéundexpenses,
orfor otherreasonsandto helpretainorincreasenanage@ssetsaNo assurancesanbegiventhatwewill beableto maintain
our currentfee structure Competitioncould leadto our asseimanagerseducingthe feesthatthey chage their clientsfor
productsandservicesSeei¢, 2Competitiotthe AssetManagemenindustryCould Reduceour RevenuesndNetIncome.i¢, %
In addition,our assetmanagersnay be requiredto reducetheir fee levels,or restructurahe feesthey chage, becausef,
amongotherthings, regulatoryinitiatives or proceedingghat are eitherindustry-wideor specifically targeted,or court
decisionsA reductionin the feesthatour asseimanagershagge for their productsandserviceswill reduceour revenues
andcouldreduceour netincome.Thesefactorsalsocouldinhibit our ability to increasdeesfor certainproducts.

OurAUM cangeneratevery differentrevenuegerdollar of managedssetbasedon factorssuchasthetype of
assemanagedalternativeasset@ndequity assetgenerallyproducegreaterrevenueshanfixed incomeassets)thetype
of client (institutionalclientsgenerallypaylower feesthanotherclients),thetypeof assetmanagemergroductor service
providedandthe fee scheduleof the assetmanageproviding the service A shift in the mix of our AUM from higher
revenue-generatirgsset$o lowerrevenue-generatirmgsetsnayresultin adecreasé ourrevenuegvenif ouraggregate
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levelof AUM remainsunchangedr increasesA decreasé ourrevenueswithoutacommensurateeductionin expenses,
will reduceour netincome.

Our Mutual Fund ManagementContractsMay Not Be RenewedWhich May Reduceour Revenuesand Net
Income

A significantportionof our revenuecomesfrom managingJ.S. mutualfunds.We generallymanagehesefunds
pursuanto managementontractswith the fundsthat mustbe renewedandapprovedby the funds'boardsof directors
annually A majority of thedirectorsof eachmutualfund areindependenfrom us.Althoughthefunds'boardsof directors
havehistoricallyapprovedeachof ourmanagemertontractstherecanbeno assurancéhattheboardof directorsof each
fundthatwe managewill continueto approvethefundsigi#znagementontractseachyearor will notconditionits approval
onthetermsof themanagemerdontracteingrevisedn awaythatis adversdo us.If amutualfund managemerdontract
is notrenewedr is revisedin away thatis adversdo us,it couldresultin areductionin ourrevenuesand,if ourrevenues
declinewithouta commensuratesductionin our expensespur netincomewill bereduced.

Unavailability of AppropriatelnvestmentOpportunitiesCouldHamperour InvestmentPerformanceor Growth

Animportantcomponendf investmenperformanceés theavailability of appropriatenvestmenbpportunitiegor
newclientfunds.If anyof ourassemanagersrenotableto find sufiicient investmentdor newclientassetsn atimely
manneytheassemanager'siwvestmenperformanceouldbeadverselaffected Alternatively, if oneof ourassetnanagers
doesnot havesufiicient investmentopportunitiesfor new funds,it may electto limit its growth by reducingthe rate at
which it receivesnew funds. Dependingon, amongother factors, prevailing market conditions,the assetmanager's
investmenstyle,regulatoryandotherlimits andthe marketsectorsandtypesof opportunitiesn which theassetmanager
typically invests(suchaslesscapitalizedcompaniesand othermorethinly tradedsecuritiesn which relatively smaller
investmentsaretypically made),the risks of not havingsufiicient investmentopportunitiesmay increasevhenan asset
manageincreasegs AUM, particularlywhentheincreaseccursveryquickly. If ourassetanagerarenotabletoidentify
sufficient investmenbpportunitiefor newclientfunds,theirinvestmenperformancer ability to grow maybereduced.

Changesin SecuritiesMarketsand PricesMay Affectour Revenuesand NetIncome

A large portionof our revenuss derivedfrom investmentdvisorycontractswith clients.Underthesecontracts,
theinvestmentadvisoryfeeswe receivearetypically basedon the marketvalue of AUM. Accordingly, a declinein the
pricesof securitieggenerallymay causeour revenue@andincometo declineby:

¢ Yecausingthevalueof our AUM to decreaseyhich would resultin lower investmentdvisoryandotherfees;

¢, Y2causingour clientsto withdrawfundsin favor of investmentsheyperceiveoffer greateropportunityor lower
risk, whichwould alsoresultin lower investmentdvisoryandotherfees;or

i¢ Y2decreasinghe performancdeesearnecdby our assetmanagers.

Thereareoftensubstantiafluctuationsin pricelevelsin thesecuritiesnarkets Thesefluctuationscanoccurona
daily basisandoverlongerperiodsasa resultof a variety of factors,including nationalandinternationaleconomicand
political events,broadtrendsin businessandfinance,and interestrate movementsReducedsecuritiesmarketprices
generallymay resultin reducedrevenuesrom lower levels of AUM andlossor reductionin advisory incentiveand
performancefees.Periodsof reducedmarketpricesmay adverselyaffect our profitability becausdixed costsremain
relatively unchanged Becausewe operatein one industry the businesscycles of our assetmanagersmay occur
contemporaneouslyConsequentlythe effect of an economicdownturnmay have a magnified negativeeffect on our
business.

In addition,asof March31,2020,asubstantiaportionof ourinvestedassetgonsistedf securitiesandotherseed
capitalinvestmentsA declinein thevalueof alternativesequityor fixed incomesecuritieccouldlowerthevalueof these
investmentandresultin declinesn ournon-operatingncomeandnetincome.Increasesr decreasei thevalueof these
investmentgouldincreasehevolatility of our earnings.
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Changesin InterestRatesCould Have AdverseEffectson our AssetdJnder Management

Increasedn interestratesmay adverselyaffect the netassetvaluesof our AUM. In addition,in arising interest
rateenvironmentjnstitutionalinvestorsmay shift liquidity assetshatwe managen pooledinvestmentwehiclesto direct
investmentsn thetypesof assetsn whichthe pooledvehiclesinvestin orderto realizehigheryieldsthanthoseavailable
in moneymarketandotherproductsor strategieolding loweryielding instrumentsFurthermorejncreasesn interest
ratesmayresultin reducedricesin equitymarkets Converselydecreasem interestratescouldleadto outflowsin fixed
incomeor liquidity assetshatwe manageasinvestorsseekhigheryields.Any of theseeffectscouldlower ourAUM and
revenuesnd,if ourrevenuesleclinewithoutacommensurateeductionin our expensesyur netincomewill bereduced.

Thelow interestrateenvironmenexperiencedh prior yearsadversehaffectedtheyieldsof moneymarketfunds,
whicharebasedntheincomefrom theunderlyingsecuritiedesstheoperatingcostsof thefunds.Whenshort-terninterest
ratesareat or nearzero,the operatingexpense®f moneymarketfunds may becomegreaterthanthe incomefrom the
underlyingsecuritieswhich reducegheyield of themoneymarketfundsto very low or negativelevels.In addition,bank
depositamay becomemoreattractiveto investorsand moneymarketfundscould experienceedemptionsywhich could
decreaseur revenuesandnetincome.During fiscal year2014throughfiscal year2017,we voluntarily waived certain
feesor assumeaxpensesf moneymarketfundsfor competitivereasonssuchasto maintaincompetitiveyields, which
reduceduradvisoryfeeincomeandnetincome.Theactualamounbf feeswaivedwasdependenbnanumberof variables
including,amongothers changesn the netasset$ield by our moneymarketfunds,changesn marketyields,changesn
the expensdevelsof the funds,andour willingnessto voluntarily continuesuchfee waivers.We experiencea higher
interestrateenvironmentn fiscalyears2019and2020andfeewaiversfor competitivereasonslid notcontinueinto those
years. The currentlower interestrateenvironmentresultingfrom the effectsof COVID 19 mayresultin areturnto fee
waivers.

Competitionin the AssetManagementndustry Could Reduceour Revenuesnd NetIncome

The assetmanagemenindustry in which we are engageds extremelycompetitiveand we face substantial
competitionin all aspect®f our businessWe competebasedn a numberof factors,including:investmenperformance,
thelevelof feeschaged,thequality anddiversityof servicesandproductsprovided namerecognitionandreputationand
theability to developnewinvestmenstrategieandproductsto meetthe changingneed<of investors Theintroductionof
newtechnologiesaswell asregulatorychangeshavealteredthe competitivelandscapdor assetmanagerswhich may
leadto feecompressior requireusto spendmoreto modify or adaptour productofferingsto attractandretaincustomers
andremaincompetitivewith productsandservicesofferedby otherfinancialinstitutions,technologycompaniestrading,
advisoryor assetmanagemenfirms. Our competitionincludesnumerousnternationalanddomesticassetmanagement
firms andbrokerdealersmutualfund complexeshedgefunds,commerciabanks jnsurance&eompaniesptherinvestment
companiegandotherfinancialinstitutions. Many of theseorganizationffer productsandserviceghataresimilarto, or
competewith, thoseofferedby our assetmanagersandhavesubstantiallymorepersonnebndgreaterfinancialresources
thanwe do. Someof thesecompetitorshaveproprietaryproductsanddistributionchannelghatmakeit moredifficult for
us to competewith them.In addition, many of our competitorshavelong-standingand establishedelationshipswith
distributorsandclients.Fromtime to time, our assemanagerslsocompetewith eachotherfor clientsandassetsinder
managemenOurability tocompetenaybeadverselaffectedf, amongptherthings,ourassetmanagerksekeyemployees
or, ashasbeenthecasdor certainof theproductamanagedby ourassetmanagersjnderperformin comparisorio relevant
performancéenchmark®r peergroups.

Theassemanagemeribhdustryhasexperienceffomtimetotimetheentryof manynewfirms,aswell assignificant
consolidatiormsnumerousassemanagemerfirms haveeitherbeenacquiredby otherfinancial servicedirms or ceased
operationsin manycasesthis hasresultedn firms with greaterfinancialresourceshanwe have.ln addition,a number
of heavilycapitalizedcompaniesincludingcommerciabanksandforeignentitieshavemadeinvestmentsn andacquired
assetmanagemenfirms. Accessto mutualfund distributionchannelshasalso becomeincreasinglycompetitive All of
thesefactorscould makeit moredifficult for usto competeandno assuranceanbe giventhatwe will be successfuin
competingandgrowingour AUM andbusinessilf clientsandpotentialclientsdecideto usethe servicesof competitors,
it could reduceour revenuesand growth rate,andif our revenuesdecreaseavithout a commensurateeductionin our
expensesyur netincomewill bereduced|n thisregard thereareanumberof assetlassesandproducttypesthatarenot
well coveredby ourcurrentproductsandservicesWhentheseassetlasse®r productsarein favorwith investorsye will
missthe opportunityto gainthe assetaindermanagemerthatarebeinginvestedin theseassetandfacetherisk of our
managedassetdeing withdrawnin favor of competitorswho provide servicescoveringtheseclassesor products.For
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examplethereis atrendin theassetmanagemertiusinessn favor of passiveproductssuchasindexandcertaintypesof
ETFs,whichfavorsour competitorsvho providethoseproductsoveractivemanagerdike our assetmanagerslnvestors
areincreasinglyattractedo lower fee passiveproductswhich havegainedandmay continueto gainshareattheexpense
of activeproductdike the onesmanagedy our affiliates, andwe continueto facemarketpressuresegardingfee levels
in certainproductsin addition,ourassetmanagersrenottypically thelowestcostproviderof assetnanagemergervices.
To the extentthatwe competeon the basisof pricein anyof our businessesye may not be ableto maintainour current
feestructurein thatbusinesswhich couldadverselyaffect our revenuesandnetincome.In theretail separatelynanaged
accounprogrambusinesstherehasbeeratrendtowardmoreopenprogramghatinvolvemoreassetmanagersvhoprovide
onlyinvestmenmodelswhichthefinancialinstitutionsponsor'employeesiseto allocateassetsA numberof theprograms
for whichwe provideservicesdhavefollowedthistrend,andadditionalprogramsoulddo soin thefuture. Thistrendcould
resulin AUM retentiorissueglueto additionalcompetitiorwithin theprogramsparticularlyfor productsvith performance
issuesandreducednanagemerieeswhicharetypicalresultof providinginvestmentodelgathethanadvisoryservices.

Our businesss assetmanagemenfs aresult,we may be moreaffectedby trendsandissuesaffectingthe asset
managemernihdustry suchasindustry-wideregulatoryissuesandinquiries,publicity about,andpublic perception®f the
industryandassetnanagemerihdustrymarketcycles thanotherfinancialservicecompanieshathavemorediversified
businesses.

Failure to ProperlyAddresghe IncreasedTransformativePressureffectingthe AssetManagemenindustry
Could Negativelyimpact our Business

Theassemanagemenndustryis facingtransformativepressureandtrendsfrom a variety of differentsources
including:

¢ Y2Increasedeepressure;

1¢,%Increasedlemandrom clientsanddistributorsfor clientengagemerandvalue-addedervices;

¢ ¥2Divergentcentralbank monetarypolicies betweenthe U.S FederalReserveandthe centralbanksof other
developedeconomies;

¢ Y%A continuedshiftawayfromactivelymanagedoreequitiesandfixedincomestrategieandtowardsalternative,
passiveandsmartbetastrategies;

¢ Y2Atrendtowardsnstitutionsdevelopingewerrelationshipsndpartnerandreducinghenumbernf investment
managersheywork with;

¢ Y2lncreasedregulatoryactivity and scrutiny of many aspectsof the assetmanagemenindustry including
transparency/unbundlingf fees,inducementsconflicts of interest,capital, liquidity, solvency leverage,
operationalisk managementontrolsandcompensation;

¢ Y2Addressinghe key emepging marketsin the world, suchasChinaandIndia, which often havepopulations
with differentneedspreferencesndhorizonsthanthe moredevelopedJ.S.andEuropearmarkets;and

¢ Y2Advancedn technologyandincreasingclientinterestin interactingdigitally with theirinvestmeniportfolios.

As aresultof thetrendsandpressuresiscusse@bove theassemanagemerihdustryis facinganincreasedevel
of disruption.If we areunableto adaptour strategyandbusinesgo adequatelyaddresshesetrendsandpressuresisted
abovewe maybeunableto satisfactorilymeetclientneedspur competitivepositionmayweakenandour businessesults
andoperationsnay be adverselyaffected.

We May SupportGovernmentand Retail Money Market Funds to Maintain Their StableNet AssetValues,or
Other ProductsWe Manage,Which Could Affect our Revenue®r OperatingResults

Approximately6% of ourAUM asof March31,2020,consistedf assetsn governmenbr retailmoneymarket
funds.Moneymarketfundsseekto preservea stablenetassetwvalue.While the SEChasimplementedulesrequiringany
institutionalprimemoneymarketfund andanyinstitutionalmunicipal(or tax-exemptmoneymarketfundthatis registered
underthe InvestmentCompanyAct of 1940to utilize market-basedaluationsto calculatea floating NAV, government
andretail moneymarketfunds cancontinueusing currentpricing andaccountingmethodsto seekto maintaina stable
NAV. Marketconditionscould leadto severdiquidity or securitypricing issueswhich couldimpactthe NAV of money
marketfunds.If the NAV of amoneymarketfund managedy our assemanagersvereto fall belowits stablenetasset
value,we would likely experiencesignificantredemptionsn AUM andreputationaharm,which could havea material
adverseeffect on our revenue®r netincome.
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If agovernmenor retail moneymarketfund'sstableNAV comesunderpressurewe mayelect,aswe havedone
in the past,to providecredit,liquidity, or othersupportto the fund. We may alsoelectto providesimilar or othersupport,
includingby providingliquidity to afund, to otherproductswe managdor any numberof reasonslf we electto provide
support,we could incur lossesfrom the supportwe provide and incur additional costs,including financing costs,in
connectiorwith the support.Thesdossesandadditionalcostscould be materialandcould adverselyaffect our earnings.

Failure to ComplyWith ContractualRequirementsor GuidelinesCould Resultin Liability and Lossof Assets
Under ManagementBoth of Which Could Causeour NetIncometo Decline

Theassetnanagemertontractainderwhichwe managelientassetsincludingcontractswith investmenfunds,
oftenspecifyguidelineorcontractuatequirementthatweareobligatedoobserven providingassetnanagemerservices.
A failure to comply with theseguidelinesor requirementgouldresultin damageo our reputation Jiability to the client
or theclientreducingits assetsinderour managemengnyof which could causeour revenuesndnetincometo decline.
Thisrisk is increasedy the trendtowardcustomizedspecializednandateseenby manyof our asseimanagerswhich
tendsto resultin morecomplexmandateshataremoredifficult to administer

The Soundnes®f Other Financial Institutions Could AdverselyAffect our Business

Volatility in the marketshashighlightedthe interconnectiorof the global marketsand demonstratedhow the
deterioratindinancialconditionof oneinstitutionmaymateriallyandadverselympacttheperformancef otherinstitutions.
We,andthefundsandaccountshatwe managehaveexposureéo manydifferentindustriesandcounterpartiegndroutinely
executetransactionsvith counterpartiesn the financial industry We, andthe fundsandaccountsve managemay be
exposedo credit, operationalor otherrisk in the eventof a defaultby a counterpartyor client, or in the eventof other
unrelatedsystemidailuresin the markets.

Performance-Basedree ArrangementsMay Increasethe Volatility of our Revenues

A portionof ourtotal revenuess derivedfrom performancdees.Ourassetnanagergarnperformancéeesunder
certainclientagreement# the investmentperformancen the portfolio meetsor exceedsa specifiedbenchmarklf the
investmenperformanceloesnotmeetor exceedheinvestmenteturnbenchmarkor aparticulamperiod theassetnanager
will notgenerat@aperformancdeefor thatperiodand,if thebenchmarks basedncumulativereturnstheassemanager's
ability to earnperformancdeesin futureperiodsmaybeimpaired As of March31,2020,approximatelyl1% of ourlong-
termAUM wasin accountsor productsthatareeligible to earnperformancdees.Performancdeesearnedon historic
AUM in placeasof the closingof the acquisitionof Clarion Partnerson April 13, 2016arefully passedhroughto the
Clarion Partnergnanagemeneam,perthe termsof the acquisitionagreementWe expectthe passthroughto phaseout
approximatelffive yearspost-closingExcludingAUM eligible to earnperformancéeespassedhroughascompensation,
approximately’% of ourlong-termAUM wasin accountghatwereeligible to earnperformancdeesatsomepointduring
fiscalyear2020. We earneds99.0million, $84.9million and$227.8million in performancdeesduringfiscal years2020,
2019and2018,respectivelyOf the $99.0million in performancdeesearnedduringfiscal year2020,$42.0million was
passedhroughto the ClarionPartnergnanagemerteam An increaseor decreas@é performancédees,or in performance-
basedeearrangementwith our clients,could creategreaterfluctuationsin our revenues.

We Rely Significantly on Third Partiesto Distribute Mutual Funds and Certain Other Products

Our ability to marketand distribute mutual funds and certain other investmentproductsthat we manageis
significantly dependenbn accesgo third-partyfinancialintermediarieghat distributetheseproducts . Thesedistributors
are generallynot contractuallyrequiredto distribute our products,and typically offer their clients variousinvestment
productsandservicesincludingproprietaryproductsandservicesin additionto andin competitionwith our productsand
servicesRelyingonthird-partydistributorsalsoexposesisto therisk of increasingostsof distribution,aswe compensate
themfor sellingour productsandservicesn amountghatareagreedetweerthemandusbutwhich,in manycasesare
largely determinedy the distributor Therehasbeena continuingtrendof increasingfeespaid to certaindistributorsin
the assetmanagemenbusinessand certainof our distribution costshaveincreasedas a result. While the third-party
distributorsarecompensatefbr distributingourproductsandservicestherecanbenoassurancehatwewill besuccessful
in distributing our productsand servicesthroughthem. In addition, meigers and other corporatetransactionsamong
distributorsmayaffect our distributionrelationshipslif we areunableto distributeour productsandservicessuccessfully
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it will adverselyaffect our revenuesandnetincome,andany increasen distribution-relatecexpensegould adversely
affectour netincome.

Our Funds-of-HedgeFunds BusinessEntails a Numberof Additional Risks

EnTrust Global operatesa portion of its businessn the internationalfunds-of-hedgdunds businesswhich is
subjecto anumberof regulatoryauthoritiesandrequirement differentjurisdictions. Thefunds-of-hedgéundsbusiness
typically involvesclientsbeingchagedfeeson two levels- atthe funds-of-funddevel andat the underlyingfundslevel.
Thesefeesmayincludemanagemenieesandperformancdees.Therecanbe no assurancéhatEnTrust Globalwill not
be forcedto changeits fee structureshy competitiveor other pressuresr that EnTrust Global'sfee structureswill not
hamperits growth. The funds-of-hedgéundsindustry hasbeenundersignificantpressuren recentyearsandhasseen
significantoutflows.Therecanbenoassurancthatthispressurevill notcontinueln addition EnTrustGlobalmaygenerate
significantperformancdeesfrom time to time, which could increasehe volatility of our revenuesSeei¢Y¥2Performance-
BasedFeeArrangementdlay Increasehe Volatility of our Revenues.i¢, %

Risks Relatedto our Company
Our LeverageMay Affectour Businessand May Restrictour OperatingResults

At March 31, 2020,0n a consolidatedasis,we hadapproximately$2.0billion in total indebtednessandtotal
stockholdersequity of $3.8 billion, and our goodwill and other intangible assetsvere $1.8 billion and $3.4 billion,
respectivelyWe alsohaveanadditional$500.0million of borrowingcapacityavailableunderourrevolvingcreditfacility.
As aresultof this substantialndebtednessye arecurrentlyrequiredto usea portion of our cashflow to serviceinterest
onourdebtwhichwill limit thecashlow availablefor otherbusines®pportunitiesin addition theseservicingobligations
will increasen thefuture asthe principal paymentson this debtbecomedueor if we incur additionalindebtedness.

Ourability to makescheduleghayment®f principal,to payinterestor to refinanceourindebtednesandto satisfy
ourotherdebtobligationswill dependiponourfutureoperatingoerformancewhichmaybeaffectedby generakconomic,
financial, competitive legislative,regulatory businessand otherfactorsbeyondour control and by a variety of factors
specificto our business.

Thelevel of ourindebtednessould:

¢ ¥2limit ourability to obtainadditionaldebtfinancingin thefutureorto borrowunderourexistingcreditfacilities
(ourprincipalbankdebtfacility requireghat(i) ourratioof netdebt(totaldebtlesstheamounf unrestricted
cashin excesof thegreaterof subsidiarycashor $300million, thelesserof 50% of the aggregaté; Y2amount
of ourseedcapitalinvestment®r $125million, andanamountequalto 50%of our hybrid capitalsecuritie
to ConsolidatedEBITDA (asdefinedtherein)notexceed3to 1, and(ii) ourratio of ConsolidatedEBITDA
to total cashinterestpaymentsn certainindebtednesg@sdefinedtherein)exceedst.0to 1);

¢ ¥2limit cashflow availablefor generakorporatepurposesiueto theongoingcashflow requirements$or debt
service;

¢ ¥2limit ourflexibility , includingourability toreacto competitiveandotherchange theindustryandeconomic
conditions;and

¢ Yeplaceusat a competitivedisadvantageomparedo our competitorghathavelessdebt.

As of March31,2020,underthetermsof ourbankcreditagreemensdurratio of netdebtto ConsolidatedEBITDA
wasl.9to 1 andourratio of ConsolidatedEBITDA to interestexpensevas6.1to 1, and,thereforeye werein compliance
with our bankfinancialcovenantslf our netincomesignificantlydeclinesfor anyreasonjt maybe difficult to remainin
compliancewith thesecovenantsSimilarly, to theextentthatwe spendour availablecashfor purpose®therthanrepaying
debtor acquiringbusinessethatincreaseour EBITDA, we will increaseour net debtto ConsolidatedEBITDA ratio.
Althoughthereareactionghatwemaytakeif ourfinancialcovenantompliancéoecomesnissuetherecanbenoassurance
thatwe will remainin compliancewith its bankdebtcovenants.

Ouraccesdo crediton reasonabléermsis alsopartially dependenbn our creditratings.If our creditratingsare
downgradedit will likely becomemoredifficult andcostlyfor usto accesshecreditmarketsor otherwisancurnewdebt.
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Upontheoccurrencef variouseventssuchasachangeof control,someor all of ouroutstandinglebtobligations
may comedue prior to their maturity datesand may requirepaymentsn excesf their outstandingamountswhich in
certaincircumstancemay be significant.

If our Reputationis Harmed,We Could Suffer Lossedn our BusinessRevenuesand Netincome

Ourbusinesslepend®snearningandmaintaininghetrustandconfidenceof clientsandothermarketparticipants,
andtheresultinggoodreputationis critical to ourbusinessOurreputatioris vulnerableo manythreatshatcanbedifficult
or impossibleto control,andcostly or impossibleto remediateRegulatoryinquiries,employeemisconductandrumors,
amongotherthings,cansubstantiallfdamageurreputationevenif theyarebaselessrsatisfactorilyaddressedegulatory
sanctionsor adversditigation resultscanalsocausesubstantiatlamageo our reputation Any damageo our reputation
couldimpedeour ability to attractandretainclientsandkey personnelandleadto areductionin theamountof ourAUM,
any of which could havea materialadverseeffect on our revenuesndnetincome.

Failure to Properly AddressConflicts of Interest Could Harm our Reputation, Businessand Resultsof
Operations

Aswehaveexpandedhescopeof ourbusinesseandourclientbaseywemustcontinueto addressonflictsbetween
our interestsandthoseof our clients.In addition,the SECandotherregulatorshaveincreasedheir scrutinyof potential
conflicts of interest.We have proceduresand controlsthat are reasonablydesignedto addresgheseissues.However
appropriatelydealingwith conflictsof interestis complexanddifficult andif wefail, or appeato fail, to dealappropriately
with conflictsof interestwe couldfacereputationatlamageljtigation or regulatoryproceedingsr penaltiesanyof which
may adverselyaffect our revenue®r netincome.

Lossof KeyPersonnelCould Harm our Business

We aredependenbn the continuedserviceof our key asseimanagemernpersonnebndour managemenrneam.
Thelossof any of suchpersonnelwvithout adequateeplacementould havea materialadverseeffect on us. Moreover
sincecertainof our assemanagersperatewith leanmanagemertamsandcontributesignificantlyto our revenuesand
netincome,thelossof evena smallnumberof key personnehtthesebusinessesould havea disproportionatémpacton
our overallbusinessAdditionally, we needqualified managersandskilled employeesith assetmanagemengxperience
in orderto operateour businessuccessfullyThe marketfor experiencedissetmanagemenprofessionalds extremely
competitiveandis increasinglycharacterizetly themovemenof employeesmongdifferentfirms. Dueto thecompetitive
marketfor asseimanagemenprofessional&ndthe succes®f someof our employeespur coststo attractandretainkey
employeesresignificantandwill likely increasevertime. Fromtimeto time,we maywork with keyemployeego revise
revenuesharingarrangementandotheremployment-relatetermsto reflectcurrentcircumstancesncludingin situations
wherearevenuesharingarrangemennayresultin insufiicientrevenue$eingretainedy thesubsidiaryln addition,since
the investmenttrack record of many of our productsand servicesis often attributedto a small numberof individual
employeesandsometime®nepersonthe departureof oneor moreof theseemployeesould causethe businesgo lose
clientaccountsor managedssetsywhich could havea materialadverseeffect on our resultsof operationsandfinancial
condition.If weareunableo attractandretainqualifiedindividualsor ourcostdo dosoincreasesignificantly ouroperations
andfinancialresultswould be materiallyadverselyaffected.

Our Businessis Subjectto NumerousOperationalRisks

We facenumerousoperationatisksrelatedto our busineson a day-to-daybasis Among otherthings,we must
beableto consistentlyandreliably obtainsecuritiegricinginformation,procesgradingactivity, procesglientandinvestor
transactionsndprovidereportsandothercustomeserviceto ourclients,investorsanddistributors Failureto keepcurrent
andaccuratdooksandrecordscanrendemussubjecto disciplinaryactionby governmentaindself-regulatoryauthorities,
aswell asto claimsby ourclients.A portionof our softwareis licensedrom andsupportedy outsidevendorauponwhom
werely to preventoperatingsystentailure. A suspensior terminationof thesdicensesor therelatedsupportupgrades
and maintenanceould causesystemdelaysor interruption.If any of our financial, portfolio accountingor other data
processingystemsor the systemsf third partiesonwhomwe rely, do not operateproperlyor aredisabledor if thereare
othershortcoming®r failuresin our internalprocessegeopleor systemsor thoseof third partieson whomwe rely, we
couldsuffer animpairmentto our liquidity, a financialloss,a disruptionof our businessediability to clients,regulatory
problemsor damageo our reputationThesesystemsnayfail to operategroperlyor becomelisabledasaresultof events
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thatarewholly or partially beyondour control, including a disruptionof electricalor communicationservicesor our
inability to occupy one or more offices. In addition, our operationsare dependentupon information from, and
communicationsvith, third parties,andoperationaproblemsat third partiesmay adverselyaffect our ability to carryon
our business.

We dependon our headquarterghe offices of our subsidiariespur operationsentersandthird-partyproviders
for thecontinuedperatiorof our businessThefailure to maintainaninfrastructureeommensurateith thesizeandscope
of our businessa disasteior adisruptionin theinfrastructureghatsupportsour assemanagersor aneventdisruptingthe
ability of ouremployeeso performtheirjob functions includingterroristattackspandemichealthcrisis(suchCOVID-19)
or adisruptioninvolving electricalcommunicationsransportatioror otherservicesusedoy usor third partieswith whom
we conductbusinessdirectly affectingour headquartersheofficesof our subsidiariespur operationsenteror thetravel
of our salesclient serviceandotherpersonnelmay havea materialadversémpacton our ability to continueto operate
our businessvithoutinterruptionor impedethe growth of our businessAlthoughwe havedisasterecoveryandbusiness
continuity programsn place,therecanbe no assurancéhatthesewill be sufficient to mitigatethe harmthatmay result
from suchadisasteor disruption.If wefail to keepbusinesgontinuity plansup-to-dateor if suchplans,includingsecure
back-upfacilities andsystemsareimproperlyimplementecr deployedduring a disruption,our ability to operatecould
be adverselyimpactedor our ability to complywith regulatoryobligationsleadingto reputationaharm,regulatoryfines
andsanctionsiIn addition,insuranceandothersafeguardsnight only partially reimburseusfor ourlosses.

Failure toimplementeffectiveinformation andcybersecurityolicies,proceduresaand capabilitiescoulddisrupt
operationsand causefinancial losses

Our operationgely onthe effectivenes®f ourinformationandcybersecuritypolicies,proceduregandcapabilities
to provide secureprocessingstorageand transmissiorof confidentialand otherinformationin our computersystems,
networksandmobiledevicesandon the computersystemsnetworksandmobile devicesof third partieson which werely.
Although we take protectivemeasuresand endeavorto modify them as circumstancesvarrant,our computersystems,
software,networksand mobile devices,andthoseof third partieson whomwe rely, may be vulnerableto cyberattacks,
sabotageynauthorizedccessgcomputeriruseswormsor othermaliciouscode phishingscamsandothereventghathave
asecurityimpact In addition,our interconnectivitywith third-partyvendorsadvisorscentralagentsexchanges;learing
housesandotherfinancialinstitutionsmay be adverselyaffectedif any of themaresubjectto a successfutyberattackor
otherinformation securityevent. While we collaboratewith clients, vendorsand other third partiesto developsecure
transmissiortapabilitiesandprotectagainstyberattackswe cannotensurethatwe or anythird partieshasall appropriate
controlsin placeto protectthe confidentiality of suchinformation In addition, our increasecduse of mobile and cloud
technologiesouldheightertheseandotheroperationatisksandanyfailureby mobiletechnologyandcloudserviceproviders
toadequatelgafeguardheirsystemandprevenicyberattackscoulddisruptouroperationandresultin misappropriation,
corruptionor lossof personalconfidentialor proprietaryinformation.

An externallycausednformationsecurityincident,suchasahackerattack,virus or worm, or aninternallycaused
issuesuchasfailureto controlaccesso sensitivesystemscouldmateriallyinterruptbusinessperation®r causelisclosure
or modificationof sensitiveor confidentialclient or competitiveinformationandcould resultin materialfinancialloss,
lossof competitiveposition,regulatoryactions breachof client contractsreputationaharmor legalliability.

Therehavebeenanumberof highly publicizedcasesnvolving financialservicesandconsumetbaseccompanies
reportingtheunauthorizediisclosuref clientor customemformation,aswell ascyberattacksnvolvingthedissemination,
theft anddestructiorof corporateinformationor otherassetsasa resultof failure to follow procedure®y employee®r
contractorsor as a result of actionsby third parties,including actionsby terrorist organizationsand hostile foreign
governmentsCybersecurityincidentsandcyberattackshavebeenoccurringglobally atamorefrequentandseverdevel.
We havebeenthetargetof attemptectyberattacksandmustmonitoranddevelopour systemgo protectour technology
infrastructureainddatafrom misappropriatiomr corruption asthefailuretodosocoulddisruptouroperationgndadversely
affect our businessAlthough we takeprotectivemeasuresindendeavorso strengtherour computersystemssoftware,
technologyassetandnetworksto preventandaddresgotentialcyberattackstherecanbeno assurancéhatanyof these
measuregproveeffective.

Any informationsecurityincidentor cyberattackagainsusor third partieswith whomwe areconnectedncluding
anyinterceptionmishandlingpr misuseof personalgconfidentialor proprietaryinformation,couldresultin materiaffinancial
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loss,lossof competitiveposition,regulatoryfines and/orsanctionspreachof client contractsyeputationaharmor legal
liability, which, in turn, may causeour revenueandearninggo decline.

Failure to EstablishAdequateControlsand Risk ManagementPolicies,or the Circumventionof ControlsAnd
PoliciesCould Have an AdverseEffect on our Reputationand Financial Position.

We haveamultiple risk managemergrocessandcontinueto enhancevariouscontrols,procedurespoliciesandsystems
to monitorandmanageisksto our businesshowever we cannotbe assuredhat suchcontrols,procedurespoliciesand
systemawill successfullydentify andmanagenternalandexternalrisksto our businesswWe aresubjectto therisk thatour
employeescontractorsor otherthird partiesmay deliberatelyseekto circumventestablishedtontrolsto commit fraud
(includingthroughcyberbreachesdr actin waysthatareinconsistentwith our controls policiesandproceduresPersistent
or repeatedttemptsnvolving conflictsof interestscircumventiorof policiesandcontrolsor fraudcouldhavea materially
adversempacton our reputatiorandcouldleadto costlyregulatoryinquiries.

We May Incur Right of UseAssetimpairment ChargesRelatedto LeasedFacilities

We continueto be exposedo therisk of incurringchagesrelatedto subleasesr vacantspaceor severalof our
leasedoffices.As of March 31, 2020, our right-of-use(i¢, “2ROUWigdéjwith commitmentsrom third partiesundernon-
cancellablesubleasesvereapproximately$72 million. As of March 31, 2020,our total ROU assetdor office spacethat
we vacatedand are seekingto subleasavere approximately$2 million, afterimpairmentchagesof approximately$4
million recognizedn fiscal year2020.Undergenerallyacceptedccountingprinciples whenthecarryingvalueof aROU
asseis deemedo notbe fully recoverabldi.e. atthetime a subleasés enterednto or spacds deemedabandoned)yve
mustincurachageequatto thepresenvalueof theamountdy whichthefixed rentalcommitmentaindertheleaseexceed
theamountsexpectedo bereceivedunderasubleaséaf any. As aresult,in aperiodof decliningcommercialeasenarkets,
we areexposedo therisk of incurring chagesrelatingto any premisesve areseekingto subleaseesultingfrom longer
periodsto identify sub-tenantandreducedmarketrent ratesleadingto new sub-tenantpayinglessin rentthanwe are
payingunderour leaseAlso, if a sub-tenantlefaultson its subleasewe would likely incur a chage for the rentthatwe
will incurduringtheperiodthatwe expectwould berequiredo subleas¢hepremiseandanyreductionin rentthatcurrent
marketrentratedeadusto expectanewsub-tenanwill pay Therecanbenoassurancthatwewill notrecognizeadditional
lease-relate@mpairmentchages,which maybe materialto our resultsof operations.

Potential Impairment of Goodwill and Intangible AssetsCould Increaseour Expensesand Reduceour Assets

Determininggoodwill andintangibleassetsandevaluatinghemfor impairment requiressignificantmanagement
estimategandjudgmentjncludingestimatingvalueandassessindife in connectiorwith theallocationof purchasepricein
theacquisitioncreatingthem.Ourgoodwill andintangibleassetsnaybecomempairedasaresultof anynumberof factors,
includinglosse®finvestmenmanagemerdontract®ordeclinesn thevalueof manage@ssetsAny impairmenof goodwill
or intangiblescould havea materialadverseeffect on our resultsof operationsFor example,during the quarterended
DecembeB1,2018 weincurred$365.2million of aggregatémpairmentchages Theseémpairmenthageswverecomprised
of $274.6million and$18.2million associatedith ourcombinedEnTrustGlobalindefinite-lifefundmanagemertontracts
assetand tradenameassetrespectivelyand $65.0 million, $6.4 million, and $1.0 million, associatedvith our RARE
Infrastructurendefinite-lifefundmanagemerdontractassetamortizabldundmanagemertontractassetandtradename
asset,respectively Subsequento December31, 2018, no additional intangible assetimpairmentchages have been
recognized.As of October31, 2019,the dateof our mostrecentannualimpairmenttesting,the implied fair valueof our
GlobalAssetManagementeportingunit exceededts carryvalueof $1.9billion by 22%. Further it wasdeterminedhat
the EnTrust Globalindefinite-life fund managementontractsandtradenameasset®achexperiencead triggeringevent
duringthe quarterendedMarch 31, 2020.Accordingly, theimpairmenttestsfor theseassetsvereupdatedasof March 31,
2020andtheresultingfair valuesexceededheir respectivecarryingvaluesof $126.8million and$10.3million by 1% and
3%, respectively Changesn theassumptionsinderlyingprojectedcashflows from the asset®r reportingunit, resulting
from marketconditions reducedAUM or otherfactors,couldresultin animpairmentof any of theseassets.

Therecanbeno assurancethatcontinuedmarketuncertaintyor assebutflows, or otherfactors,will notproduce

additionaimpairmentsSe€'ltem7.ManagementBiscussiorandAnalysisof FinancialConditionandResultof Operations
- Critical AccountingPolicies- IntangibleAssetsandGoodwill* and’Note5 of Notesto ConsolidatedrinancialStatements."
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Our DeferredTax AssetdVlay Not Be Fully Realizable

As of March31,2020,we hadapproximately$627million in U.S.federaldeferrectax assetswhich representax
benefitshatwe expecto realizein futureperiods Underaccountingules,we arerequiredto recognizeachageto earnings
toreduceourdeferredaxassetsf it is determinedhatanyfuturetaxbenefitsarenotlikely to berealizedbeforetheyexpire.
Deferredtax assetgeneratedn U.S.jurisdictionsresultingfrom netoperatingossesgenerallyexpire 20 yearsafterthey
aregeneratedThoseresultingfrom foreigntax creditsgenerallyexpire10 yearsaftertheyaregeneratedn orderto realize
thesefuturetax benefits we estimatehatwe mustgeneratapproximateh$3billion in futureU.S.earningsof which $349
million mustbeforeign sourcedearningsheforethe benefitsexpire. Therecanbe no assurancethatwe will achievethis
levelof earningeforesomeportionof theseaxbenefitsexpiresIn addition,ourbeliefthatwewill likely beabletorealize
thesefuture tax benefitsis basedin part uponour estimatesf the timing of otherdifferencesn revenueand expense
recognitiorbetweertaxreturnsandfinancialstatementgertainplanningstrategiesndourunderstandingf theapplication
of taxregulationsandability toimplementertaintaxplanningstrategieswhichmayberevisedo incorporatduturechanges
in tax or accountingegulationsIn addition,thevalueof our deferredtax assetss basen enacteccorporateax ratesfor
futureperiodsLegislativechangeselatedto theserateswouldrequireameasuremerdf ourdeferredaxassetsn theperiod
of enactment.

Ourestimatesindassumptiondonotcontemplateertainpossibl€uturechange @ theownershipf ourcommon
stock,which, underthe U.S. Internal RevenueCode (the i¢, Y2Codaigiutdl, limit our utilization of net operatinglossand
foreigntax creditbenefits.UndertherelevantCodeprovisions ani¢ Y2ownerstiiangeigétursif thereis acumulativenet
increasean theaggregat@wnershipof our commonstockby i¢ v25areholdersi{gstlefinedin the Code)of morethan50
percenbf thetotal outstandinghare®f ourcommonstockduringarolling three-yeaperiod An ownershipgchangevould
prospectivelyestablishan annual limitation on the amountof pre-changenet operatingloss and foreign tax credit
carryforwardswe couldutilize to reduceour tax liability. Theamountof the limitation would generallyequaltheamount
of our marketcapitalizationimmediatelyprior to the ownershipchangemultiplied by the long-termtax-exempiinterest
ratein effect at thattime. Suchanownershipchangewould impactthetiming or amountof netoperatinglossor foreign
tax creditbenefitswe ultimatelyrealizebeforetheyexpire.If we arerequiredto recognizeachageto earninggo reduce
our deferredtax assetsthe chage maybe materialto our earningsor financialcondition.

We Are Exposedio a Numberof RisksArising From our International Operations

Our asseimanager®peratein a numberof jurisdictionsoutsideof the United Stateson behalfof international
clients.We haveofficesin numerougountriesandmanycrosshorderandlocal proprietaryfundsthataredomiciledoutside
the United States.Our internationaloperationsrequire us to comply with the legal requirementsof various foreign
jurisdictions,exposeusto the political consequencesf operatingin foreignjurisdictionsandsubjectusto expropriation
risks, expatriationcontrolsandpotentialadversegax consequenceshich, amongotherthings,makeit moredifficult to
repatriateo the United Stateghe cashthatwe generateutsidethe U.S.At March31,2020,our total liquid assetswhich
include cash,cashequivalentsand certaincurrentinvestmentsecuritieswere $1.1 billion. Theseliquid assetsncluded
approximately$334million of cashandinvestmentsield by our foreign subsidiariessomeof which, if repatriatedmay
be subjectto materialtax effects.

In addition,we areexposedo certainrisksrelatedto the differentcurrenciesn which we transacendthehome
jurisdictionsof certainsecuritiesn whichourAUM isinvestedlUncertaintiesegardingdevelopments thosgurisdictions
canproducevolatility in global financial marketsand adverselyimpactour resultsof operations. This may impactthe
levelsandcompositiorof ourAUM andalsonegativelyimpactinvestorsentimentyhichcouldresultin reducedrnegative
flows. In addition,becausé¢he U.K. PoundSterlingandthe Euroarethe currencyusedin certainaspect®f our business,
anyweakeningf theU.K. PoundSterlingor Eurorelativeto theU.S.Dollar couldnegativelyimpactour reportedinancial
results.
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Despitecontrolsandotheractionsreasonablylesignedo mitigatetheserisks,ourinternationabperationgxpose
ustorisksarisingfrom our potentialresponsibilityfor actionsof third partyagentsandotherrepresentativesf ourbusiness
operatingoutsideour primaryjurisdictionsof operation Our foreignbusines®perationsarealsosubjectto thefollowing
risks:

¢ Yadifficulty in managingpperatingandmarketingour internationaloperations;

1¢, Y% fluctuationsin currencyexchangeateswhichmayresultin substantiahegativeeffectsonAUM andrevenues
in our U.S.dollarbasedinancial statementsand

¢ Yesignificantadversechangesn foreign political, economicJegalandregulatoryenvironments.

Legal and Regulatory Risks
RegulatoryMatters May NegativelyAffect our Businessand Resultsof Operations

Our businesss subjectto regulationby variousregulatoryauthoritiesaroundthe world that are chagedwith
protectingheinterest®f ourclients Wecouldbesubjectocivil liability, criminalliability, orsanctionincludingrevocation
of our subsidiariestegistrationsasinvestmentadvisersyevocationof the licensesof our employeesgcensuresfines, or
temporarysuspensioor permanenbarfrom conductingousinessif weviolatesuchlawsor regulationsAny suchliability
or sanctioncould havea materialadversesffect on our financial condition,resultsof operationsreputationandbusiness
prospectdn addition theregulatoryenvironmenin whichweoperatdrequentlychangesndhasseersignificantincreased
regulationin recentyears.Our profitability could be materiallyandadverselyaffectedby modificationof the rulesand
regulationghatimpactthebusinesandfinancialcommunitiesn generalincludingchangeso thelawsgoverningaxation,
antitrustregulatiorandelectroniccommerceln particularwehavencurred andwill continugioincur, significantadditional
costsasaresultof regulatorychangesffectingU.S. mutualfunds,changeso Europeammutualfund regulationandrecent
changedgo dataprivacyregulationin the U.K. andthe EU which cameinto effectin May 2018.

We may be adverselyaffected as a result of new or revisedlegislation or regulationsor by changesn the
interpretationor enforcemenbf existinglaws andregulations.The challengesassociatedvith consistentlyinterpreting
regulationgssuedn multiple countriesmayaddto suchrisks. The U.S.federalgovernmenandgovernmenté non-U.S.
jurisdictionsin which we operatéhavemade andhaveproposedurther, significantchangego theregulatorystructureof
thefinancialservicesndustry andwe expectto spendime andresourceso complywith theseregulatorychangeskora
summaryof thelaws, regulationsandregulatordo which we aresubject se€i¢, 2ltem Business Regulation.i¢ Y2

Instance®f criminal activity andfraud by participantsn the assetmanagemerindustry disclosuref trading
andotherabusedy participantsn thefinancialservicesndustryandsignificantgovernmentahterventionandinvestment
in thefinancialmarketsandfinancialfirms haveledtheU.S.governmenandregulatordo increaséherulesandregulations
governing,andoversightof, the U.S. financial system.This activity hasresultedin changedo the laws andregulations
governingthe assetmanagemenindustry and more aggressiveenforcemenbf the existing laws and regulations.The
ongoingrevisionsto the laws andregulationsgoverningour businessare an ongoingprocessThe cumulativeeffect of
theseactionsmay resultin increasedexpensesor lower managemenor otherfees,andthereforeadverselyaffect the
revenuer profitability of our business.

Our BusinesdnvolvesRisksof BeingEngagedn Litigation, RegulatoryProceedingsnd Tax Disputes Which
May Resultin Liability That Could Increaseour Expensesand Reduceour NetIncome

Many aspectof our businesdnvolve substantiakisks of liability. In the normal courseof businesspur asset
managersirefrom time to time namedasdefendant®r co-defendants lawsuits,or areinvolvedin disputeghatinvolve
the threatof lawsuits,seekingsubstantiadamagesWe are alsoinvolved from time to time in governmentabhnd self-
regulatoryorganizationnvestigationandproceedingsNo assurancesanbegivenasto howanyregulatorymatter might
beresolvedor the effectit may haveon usor our businessln addition,we areinvolvedin atax disputein Brazil arising
frommattergelatingto thetaxdeductibilityof goodwillamortizatiorwith respecto theBrazilianbusinessf oursubsidiary
WestermAssetManagemenfTheassessmenthatweresubjecto thedisputefor theyears2006and2007werewithdrawn
afterwereceivedafavorablerulingin administrativeeourt.if ieassessmenter theyears2008through2010wererecently
upheldby thejudgmentof the samedevel administrativecourt(butby a differentpanel)thatoverruledtheassessmenter
the previousperiod.We arein the procesf appealinghis result.if ke netamountof tax, interestandpenaltyatissuein
theyearssubjectto our appeals over$11 million (56 million BRL).iAiditonally, newassessmentsereissuedfor the
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years2011 through2014andthe netamountat issuein thoseyearsis over $18 million (97 million BRL). It may take
anotherthreeto five yearsor longerto achievefinal resolutionof this matterasit potentiallycould go throughmultiple
levelsof appeal.During thattime, the current$29 million (153 million BRL) amountin disputecould increasedueto
additionalinterestaccrualsWhile therecanbenoassurancef thetiming or outcomeof thisdispute or thatwe will receive
additionalfavorablejudgmentsan connectionwith this matter we andour local advisorscontinueto believethatour tax
positionis correct,andit is morelikely thannot thatwe will not be requiredto paythe taxesin questionor any related
interestandpenalties

In addition,theinvestmenfundsthatourassemanagersnanageresubjecto actualandthreatenedawsuitsand
governmentahndself-regulatoryorganizationinvestigationsand proceedingsany of which could harmthe investment
returnsor reputatiorof theapplicabldundorresultiin ourassemanagerbeingliableto thefundsfor anyresultingdamages.
Therehasbeemanincreasedncidenceof litigation andregulatoryinvestigationsn theassetmanagemerihdustryin recent
years,includingcustomerclaimsaswell asclassactionsuitsseekingsubstantialamagesAny litigation canincreaseour
expensesndreduceour netincome.

Insurance May Not Be Available on a Cost-EfectiveBasisto Protectus From Liability

Wefacetheinherentrisk of liability relatedto litigation from clients,third-partyvendorsor othersandactionstaken
by regulatoryagenciesTo help protectagainstthesepotentialliabilities, we purchaseénsurancan amountsandagainst
risks,thatweconsideappropriatewheresuchinsurancés availableatpriceswedeemacceptablelherecanbenoassurance,
howeverthataclaimor claimswill becovereddy insuranceor, if coveredwill notexceedhelimits of availableinsurance
coveragethatanyinsurerwill remainsolventandwill meetits obligationsto provideuswith coverageor thatinsurance
coveragenill continueto be availablewith sufficient limits at a reasonableost.Insurancecostsareimpactedby market
conditionsandtherisk profile of theinsuredandmayincreasesignificantlyoverrelativelyshortperiodsIn addition,certain
insurancecoveragemay notbeavailableor mayonly beavailableat prohibitive costs. Renewalf insurancegpoliciesmay
exposeusto additionalcoststhroughhigherpremiumsor the assumptiorof higherdeductiblesor co-insurancdiability.
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ITEM 1B. UNRESOLVED STAFF COMMENTS.
None.
ITEM 2. PROPERTIES.

Weleasaall of ouroffice spaceOurheadquarterandcertainotherfunctionsarelocatedn anoffice building
in Baltimore,Maryland,in whichwe currentlyhold underdeaseapproximately846,000squardeet,of whichapproximately
175,000squardeethasbeensubleasetb third partiesandfor whichwe areseekingenantso subleasanadditional4 1,000
squarefeetof thespace.

Our asseimanagerandothersubsidiariesarehousedn office buildingsin 37 citiesin 17 countriesaroundthe
world. Thelargestof theleasesnclude:

i¢ ¥2ClearBridge Investments WesternAsset Managementand our distribution and administrativeservices
subsidiariesurrentlyoccupyapproximatelyl 30,000squarefeetin anoffice building locatedin New York,
New York in which we hold underleaseapproximatelyl93,000squarefeet. The remaining63,000square
feethasbeensubleasedo athird party;

¢ Y2WesternAssetManagemensip&adquarters housedn anoffice building in PasadenaZaliforniain which
we occupyapproximately190,000squardeetandfor whichwe areseekingenantgo subleas®,300square
feetof thespaceand

¢ Y2ourdistributionandadministrativeservicesubsidiarie®ccupyapproximately?9,000squardeetin anoffice
buildinglocatedin Stamford,Connecticutn whichwe hold underleaseapproximatelyl37,000squarefeet.
58,000squarefeethasbeensubleasedo athird party.

SeeNote 8 of Notesto Consolidated-inancialStatementén Item 8 of this Reportfor a discussiorof our lease
obligations.

ITEM 3. LEGAL PROCEEDINGS.

Our currentandformer subsidiariehavebeenthe subjectof customercomplaintsand havealsobeennamedas
defendantén variouslegalactionsarisingprimarily from assetmanagementecuritiedrokerageandinvestmenbanking
activities,includingcertainclassactionswhich primarily allegeviolationsof securitiedawsandseekunspecifieddlamages,
which could be substantialln the normalcourseof our businesspur currentandformer subsidiarieshavealsoreceived
subpoenaandarecurrentlyinvolvedin governmentahndself-regulatoryagencyinquiries,investigationsand,from time
to time, proceedingsWhile the ultimate resolutionof any threatenedr pendinglitigation, regulatoryinvestigationsand
othermatterscannotbe currentlydeterminedin the opinionof our managemengfterconsultatiorwith legalcounseldue
in partto the preliminary natureof certainof thesematters,we are currently unableto estimatethe amountor rangeof
potentiallossesfrom thesematters,andour financial condition,resultsof operationsand cashflows could be materially
affectedduringa periodin which amatteris ultimatelyresolved SeeNote 9 of Notesto ConsolidatedrinancialStatements
in Item 8 of this Report.

ITEM 4. MINE SAFETY DISCLOSURES.

Not Applicable.
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PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUERPURCHASESOF EQUITY SECURITIES.

Sharef Legg Mason,i¢ Y2bmmmonstockarelisted andtradedon the New York Stock Exchangg(symbol:LM). As of
March31,202Q therewereapproximatelyl,000holdersof recordof LeggMasoncommonstock.Informationwith respect
to our dividendsis asfollows:

Quarter ended
Mar.i; %231 Dec.i;¥%31 Sept.i;¥»30 Junei¢ 230

Fiscal Year2020

Cash dividend declared per share $ 040 $ 0.40 $ 040 $ 0.40
Fiscal Year 2019
Cash dividend declared per share $ 034 $ 034 $ 034 $ 0.34

We expecto continuepayingcashdividends However thedeclaratiorof dividendsis subjecto thetermsof theAgreement
andPlanof Merger ("MergerAgreement")with Franklin Templetonasfurtherdiscussedbelow andthe discretionof our

Board of Directors.Particularlyin this time of heighteneduncertaintydueto the COVID-19 pandemic,jn determining
whetherto declaredividends or how muchto declaran dividends our Boardwill considefactorsit deemselevantwhich

may includeour resultsof operationsandfinancial condition,our financial requirementsgenerabusinesgonditionsand

the availability of fundsfrom our subsidiariesincludingall restrictionson the ability of our subsidiariego providefunds
to us.

The MergerAgreementimits our ability to pay dividendswhile the megertransactioris pending;however subjectto the
approvalof our Boardof Directors,we may continueto pay quarterlycashdividendsnot exceedingb0.40per sharewith
declarationrecordandpaymentdatessubstantiallyconsistentvith thosepaid duringfiscal 2020.

OnApril 28,2020,our Boardof Directorsdeclareda regular quarterlycashdividendof $0.40per share payableon July
13, 2020to shareholdersf recordat the closeof busines®n Junel6, 2020.

Purchasesof our Common Stock

The following table sets out information regarding our purchases of Legg Mason common stock during the quarter ended
March 31, 2020

(©) (d)
(b) Total number of Appr oximate dollar value
(@) Average shares purchased that may
Total number price as part of yet be purchased
of shares paid per publicly announced under the plans
Period purchased” share @ plans or programs or programs
Januaryi¢ %21, 2020ugh ) )
Januaryi¢ 231, 2020 42,486 $ 35.65 PRZES ¢ Y2
Februaryi¢ %21, Z0%0ugh ) )
Februaryi¢ 229, 2020 328 39.00 VA7) i¢Y2
Marchi¢ %21, 2080bugh ) )
Marchi¢¥231, 2020 376 48.65 VA7) ¢ Y2
Total 43,190 $ 35.79 (P27

(1) Includessharegeceivedon vestingof restrictedstockunits, surrenderedo Legg Masonto satisfyrelatedincometax withholding obligationsof
employeewia netsharetransactions.
(2) Amountsexcludefees.

Thetermsof the MergerAgreementestrictour ability to purchaseshareof our commonstockwhile themeigeris pending
otherthancertainexceptionsncludingin connectiorwith netsharesettlement®f outstandingequity awards.
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Total Return Performance

The graphbelowcompareghe cumulativetotal stockholderreturnon Legg Mason'scommonstockfor thelastfive fiscal
yearswith thecumulativetotal returnof the S&P 500 Stockindexandthe SNL AssetManagerndexoverthe sameperiod
(assumingheinvestmenbf$100in eaclonMarch31,2015). TheSNLAssetManagetndexconsistof 40assetnanagement

firms.

Years Ended March 31,

Index 2015 2016 2017 2018 2019 2020

Legg Mason, Inc. $ 10000 $ 64.08 $ 6849 $ 79.28 $ 55.89 $ 104.00
S&P 500 Index 100.00 101.78 119.26 135.95 148.86 138.47
SNLAsset Manager Index 100.00 82.79 92.39 113.89 100.63 96.23

Prepared by S&FGlobal Market Intelligence, a division of S&®slobal Inc.
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ITEM 6. SELECTED FINANCIAL DATA.

(Dollars in thousands, except per shamounts or unless otherwise noted)

Years ended March 31,

2020 2019 2018 2017 2016

OPERATING RESULTS
Operating Revenues $2,922,125 $ 2,903,259 $ 3,140,322 $2,886,902 $ 2,660,844
Operating expenses, excluding impairment 2,416,965 2,434,957 2,587,321 2,429,659 2,239,013
Impairment of intangible assets Y2 365,200 229,000 35,000 371,000
Operating Income 505,160 103,102 324,001 422,243 50,831
Non-operating expense, net (110,889 (74,043 (99,949 (64,699 (68,809
Non-operating income (expense) of consolidated investment

vehicles, net 16,262 (565 9,781 13,329 (7,243
Income (Loss) before Inconfax Provision (Benefit) 410,534 28,495 233,840 370,878 (25,219
Income tax provision (benefit) 106,048 20,561 (102,510 84,175 7,692
Net Income (Loss) 304,486 7,934 336,350 286,703 (32,910
Less: Net income (loss) attributable to noncontrolling interests 53,119 36,442 51,275 59,447 (7,878
Net Income (Losshttributable to Legg Mason,i¢%zInc. $ 251,367 $ (285089 $ 285075 $ 227,256 $ (25,032
PER SHARE
Net Income (Loss) per Shaidtributable to Legg Mason,i¢%Inc.

Shareholders:

Basic $ 280 $ (033 $ 303 $ 219 $ (029

Diluted $ 279 $ (033 $ 301 $ 218 $ (029
Weighted-Arerage Number of Shares Outstandifg:

Basic 86,831 85,423 90,734 100,580 107,406

Diluted 87,337 85,423 91,194 100,799 107,406
Dividends declared $ 160 $ 136 $ 112 $ 088 $ 0.80
BALANCE SHEET
TotalAssets $8,006,120 $ 7,794,122 $ 8,152,534 $ 8,290,415 $ 7,520,446
Long-term debt, net 1,972,733 2,221,752 2,221,810 2,221,867 1,740,985
Total Stockholders' Equitittributable to Legg Mason, Inc. 3,792,369 3,659,755 3,824,405 3,983,374 4,213,563
FINANCIAL RATIOS AND OTHER DATA
Adjusted Net Incor@ $ 338992 $ 288,619 $ 322,408 n/a n/a
Adjusted Earnings per Diluted Sh&te $ 376 % 326 $ 3.41 n/a n/a
Operating Magin 17.3% 3.6% 10.3% 14.6% 1.%
Adjusted Operating Main @ 24.%% 22.6% 23.6% n/a n/a
Cash provided by operating activities $ 560556 $ 560,866 $ 489,368 $ 534,818 $ 442,994
Adjusted EBITDA? 645,003 622,224 637,228 560,240 561,432
Total debt to total catal ® 34.2% 38.1% 38.4%6 36.2% 29.9%
Assets under manageméint millions) $ 730816 $ 757,982 $ 754,131 $ 728,406 $ 669,615
Full-time employees 3,059 3,246 3,275 3,338 3,066

(1) Basicanddiluted sharesarethe samefor periodswith a Net LossAttributableto LeggMason,Inc. SeeNote 14 of Notesto Consolidatedrinancial
Statement# Item 8. FinancialStatementandSupplementaData.

(2) AdjustedNet Income,AdjustedEarningsper Diluted Share,andAdjusted OperatingMargin are non-GAAP performancemeasuresndAdjusted
EBITDA is anon-GAAPIiquidity measure Therewereno comparableon-GAAPmeasurefor AdjustedNet Income AdjustedEarningsperDiluted
Shareor AdjustedOperatingVargin prior to fiscal2018. SeeSupplementalNon-GAAPInformationin Itemi¢ ¥Anagement'BiscussiorandAnalysis
of FinancialConditionandResultsof Operations.

(3) Calculatecbasedon total grossdebtasa percentagef total capital (total stockholderséquity attributableto Legg Mason,Inc. plustotal grossdebt)
asof Marchi¢ ¥231.
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ITEM 7.7 %21¢ Y2MANAGEMENT'S DISCUSBNINANAL YSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS.

EXECUTIVE OVER VIEW

LeggMason,Inc. is a globalasseimanagemerfirm thatprimarily operateshroughnine independenassetmanagement
subsidiariegcollectivelywith its subsidiaries Y2Ledgsoni¢, Wi helpinvestorgyloballyto pursuebetterfinancialoutcomes
by expandingchoiceacrossnvestmenttrategiesyehiclesandinvestoraccesghroughindependenasseimanagersvith
diverseexpertisén equity, fixed income alternativeandliquidity investmentsActing throughourindependeninvestment
managerswhich we often refer to asour affiliates, we deliver our investmentcapabilitiesthroughvaried productsand
vehiclesandvia multiple pointsof accessincludingdirectly andthroughvariousfinancialintermediaries.Ourinvestment
advisoryservicesincludediscretionaryand non-discretionarynanagementf separaténvestmentaccountsn numerous
investmentstylesfor institutional and individual investors. Our investmentproductsinclude proprietarymutual funds
rangingfrom moneymarketandotherliquidity productsto fixed income,equity andalternativefundsmanagedn awide
variety of investmentstyles. We also offer other domesticand offshorefundsto both retail andinstitutionalinvestors,
privately placedreal estatdunds,hedgefundsandfunds-of-hedgdunds. Our centralizedylobaldistributiongroup,Legg
MasonGlobalDistribution,marketsdistributesandsupportourinvestmenproducts Our operationsareprincipally in the
U.S.andthe U.K. andwe alsohaveofficesin Australia,Brazil, CanadaChile, China,Dubai, France Germany Ireland,
Italy, JapanSingaporeSpain,Switzerlandand Taiwan.For furtherinformationseeltem 1. Businessincludedherein.

All referenceso fiscal 2020,20190r 2018, referto our fiscal yearendedMarchi¢, “681thatyear Termssuchas"we,
"our," and"Company"referto LeggMason.

us,

Global marketsexperiencedextremevolatility beginningin the secondhalf of February2020in reactionto the novel
coronavirug"COVID-19") pandemi@ssocialcontainmenmeasuredramaticallyrestrictecbusinesactivity despiteefforts
by governmentscrossthe globeto supportandstimulateeconomies.As a result, significantmarketuncertaintyexists,
includingrecessionarfear, which may havea significantimpacton our business.

Merger Agreementor Acquisition by Franklin Resourceslnc.

OnFebruaryl7,2020,weenterednto anAgreemenandPlanof Merger(the"MergerAgreement"with FranklinResources,
Inc. ("FranklinTempleton"andAlphaSub,Inc. ("MergerSub"),awholly ownedsubsidiaryof FranklinTempletonpursuant
towhichLeggMason,Inc. (the"Company")will bemeigedinto MergerSub(the"Merger"),with the Companycontinuing
asthe surviving corporationanda wholly ownedsubsidiaryof FranklinTempleton.

Pursuanto the Merger Agreementeachoutstandingshareof commonstock of the Companywill be convertednto the

rightto receivefrom FranklinTempletors50.00in cash.Thetransactions expectedo closeby theendof thethird calendar
quarterof 2020, subjectto the satisfactionof customaryclosingconditionsfor both parties,includingamongothers,the

approvabf theMergerAgreemenby theholdersof amajority of LeggMason'soutstandingommonsharesandthereceipt
of requiredregulatoryapprovals.

Referto the definitive joint proxy statemenbf the Companyand Franklin Templeton,asfiled by the Companywith the
U.S. SecuritiesandExchangeCommissioron April 16,2020,for additionalinformationonthe Merger.

BusinessOverview

The financial servicesbusinessn which we areengageds extremelycompetitive. Our competitionincludesnumerous
global, national,regionalandlocal asseimanagemeriirms, commerciabanks,nsurancecompaniesandotherfinancial
servicexzompaniesTheindustrycontinuego experiencelisruptionandchallengesincludingashiftto lower-feepassively
managedoroducts,which contributesto increasingfee pressurethe increasedole of technologyin assetmanagement
servicestheintroductionof newfinancial productsandservicesandthe consolidatiorof financial servicedirms through
meigersandacquisitionssuchasourpendingacquisitiorby FranklinTempletonasdiscussedbove.Theassemanagement
industryis alsosubjectto extensiveand evolving regulationunderfederal,state,andforeignlaws. Like mostfirms, we
havebeenandwill continueto beimpactedoy regulatoryandlegislativechangesRespondingo thesechangesndkeeping
abreasbf regulatorydevelopmentshasrequired andwill continueto require,usto incur coststhatimpactour profitability.

Our financial positionandresultsof operationsare materially affectedby the overall trendsand conditionsin the global
financial markets,suchasthe extrememarketconditionsexperiencedt the endof our fiscal yeardueto the COVID-19
pandemic.Resultsof anyindividual periodshouldnot be consideredepresentativef futureresults.
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Our operatingrevenuerimarily consistof investmentadvisoryfeesfrom fundsandseparateaccountsanddistribution
andservicefees. Investmentdvisoryfeesaregenerallycalculatechsapercentagef theasset®f theinvestmenportfolios
thatwe manage.In addition,performancdeesmay be earnedundercertaininvestmenidvisorycontractdor exceeding
performancebenchmarksor hurdle rates. The largestportion of our performancefeesis earnedbasedon 12-month
performanceperiodsthatendin differing quartersduringthe year with a portionbasedon quarterlyperformanceperiods.
We alsoearnperformancéeesonalternativeproductghatlock attheendof varyinginvestmenperiodsor in multiple-year
intervals. Perthetermsof certainmorerecentacquisitionsperformancéeesearnedn pre-closeassetsindermanagement
("AUM") of theacquiredentitiesarefully passedhroughascompensatiomxpenseandthereforehavenoimpacton Net
Income (Loss)Attributable to Legg Mason,Inc. Distribution and servicefeesare receivedfor distributing investment
productsand services for providing other supportservicesto investmentportfolios, or for providing non-discretionary
advisoryservicesfor assetainderadvisemen{"AUA"), andaregenerallycalculatedasa percentagef the assetsn an
investmenportfolio orasapercentagef newassetaddedo aninvestmenportfolio. Ourrevenueghereforearedependent
uponthelevel of our AUM andAUA andthe relatedfeerates,andthusareaffectedby factorssuchassecuritiesmarket
conditionspur ability to attractandmaintainAUM andkeyinvestmenpersonnelandinvestmenperformanceOurAUM
changedrom periodto periodprimarily dueto inflows andoutflows of client assetandmarketperformanceaswell as
changein foreignexchangeates.Clientdecisiongoincreaser decreastheirassetsinderourmanagemengnddecisions
by potentialclientsto utilize our servicesmaybebasedn oneor moreof a numberof factors. Thesefactorsincludeour
reputatiorin themarketplacetheinvestmenperformancébothabsoluteindrelativetobenchmarksrcompetitiveproducts)
of ourproductsandservicesthefeeswechagefor ourinvestmenservicestheclientor potentiaklient'ssituation,including
investmenbbjectives|iquidity needsinvestmenhorizonandamounibf assetsnanagedpurrelationshipsvith distributors
andtheexternaleconomicenvironmentjncluding marketconditions which wereextremelychallengediuringthelastsix
weeksof our fiscal yeardueto the global COVID-19 pandemic.

The feesthat we chage for our investmentservicesvary baseduponfactorssuchasthe type of underlyinginvestment
product,the amountof AUM, the assetmanagemenaffiliate that providesthe services,and the type of services(and
investmenbbjectives)thatareprovided. In generalfeesearnedor assetmanagemerdervicesarehighestfor alternative
assetsfollowed by equityassetsfixed incomeassetandliquidity assetsAccordingly, ourrevenuesndaverageperating
revenueyieldswill beaffectedby thecompositionof our AUM, with changesn therelativelevel of alternativeandequity
assetsypically moresignificantlyimpactingourrevenuesindaverageperatingevenueyields. Averageoperatingevenue
yields are calculatedasthe ratio of total operatingrevenueJessperformancdees,to averageAUM. In addition,in the
ordinarycourseof ourbusinessywe mayreduceor waiveinvestmentnanagemerfeesor totalexpensexncertainproducts
or servicedor particulartime periodsto limit fund expensespr for otherreasonsandto helpretainor increasemanaged
assets.Ourindustrycontinuego be impactedby disruptionandchallengeswith continuedmigrationfrom higherfeeto
lower fee productsyehiclesandshareclassesyhich continuedo put pressuren the feeswe chagefor our products.

We haverevenuesharingarrangement@ placewith certainof our assetmanagemenaffiliates, underwhich specified
percentagesf the affiliates' revenuesrerequiredto bedistributedto usandthe balanceof the revenuess retainedby the
affiliates to pay their operatingexpensesincluding compensatiorexpenseshut excludingcertainexpensesandincome
taxes. Undertheserevenue-sharingrrangementgur assetnanagemerdffiliates retaindifferentpercentagesf revenues
to covertheir costs. Otheraffiliates operateunderbudgetprocessewith varyingmamin targets. As such,our NetIncome
(Loss)Attributableto Legg Mason,i¢ ¥2lnpgratingmaigin and compensatioras a percentagef operatingrevenuesare
impactedbasedon which affiliates andproductsgenerateour AUM, anda changen AUM at oneaffiliate or with respect
to oneproductor classof productscanhavea differenteffect on ourrevenuesndearningghananequalchangeatanother
affiliate or in anothemroductor classof products. In addition,from time to time, we may agreeto changesn revenue
sharingandotherarrangementwith our assetmanagemenpersonnelywhich mayimpactour compensatioexpenseand
profitability.

Ourmostsignificantoperatingexpenseareemployeecompensatioandbenefits of which amajorityis variablein nature
andincludesincentivecompensatiora portionof whichis baseduponrevenudevels,non-compensatiorelatedoperating
expensdevelsatrevenueshare-basedffiliates, performancdeespassedhroughascompensatioexpenseandouroverall
profitability, anddistribution and servicingexpenseswhich consistprimarily of feespaid to third-party distributorsfor

selling our assetmanagemenproductsandservices. Certainotheroperatingcosts,suchasoccupancydepreciatiorand
amortization,and fixed contractcommitmentsfor marketdata,communicationand technologyservices,are typically

consistenfrom periodto periodandusuallydo not declinewith reducedevelsof businessctivity or, converselyusually
do notrise proportionatelywith increasedusinessctivity, in theabsencef unusualkvents.
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Becauseur revenuesandnetincomearederivedprimarily from AUM andfeesassociatedvith our investmenproducts,
changesdn globalfinancialmarketsthecompositiorandlevel of AUM, netnewbusinessnflows (or outflows)andchanges
in the mix of investmeniproductsbetweerassetclassesandgeographiesnay materially affect our resultsof operations.
Our profitability is sensitiveto a variety of factors,includingthe amountandcompositionof our AUM, andthe volatility
andgeneralevel of securitiegrices,interestrates,andchangesn currencyexchangeates,amongotherthings. Periods
of unfavorablanarketconditionsarelikely to haveanadverseeffect on our profitability. In addition,thediversificationof
servicesyehiclesandproductsoffered,investmenperformanceaccesso distributionchannelsreputationin the market,
attractionandretentionof keyemployeesndclientrelationsaresignificantfactorsin determiningvhethemwearesuccessful
in attractingandretainingclients. In the lastfew years,the industry hasseenflows into productsfor which we do not
currentlygarnersignificantmarketsharejncluding,in particular passiveproductsandcorrespondindlows outof products
in which we do havemarketshare For a furtherdiscussiorof factorsthatmay affect our resultsof operationsreferto the
discussionn Item 1A. Risk Factorsjncludedherein.

Our Strategy

Ourstrategyis to expandclient choicethroughthediversificationof our businesscrossnvestmenstrategiesyehiclesand
access.We focusour strategicpriorities on the four primary areadlisted belowid#anagementonsiderghesestrategic
prioritieswhenevaluatingour operatingperformancendfinancial condition.ig&#nsistentvith this approachwe havealso
presentedh thetablebelowinitiativesonwhichmanagemerturrentlyfocusesn evaluatingour performancendfinancial
condition. Thisstrategywasdevelopedasedntheassumptiothatwe continueasanindependentompany If theMerger
is completedwe will bea subsidiaryof FranklinTempleton.

Strategic Priorities Initiatives

Products - Create an innovative portfolio of investment products and promote revenue growth by
developing new products and leveraging the capabilities of blimtas

- ldentify and execute strategic acquisitions to strengthen blistes and increase
product oferings

Performance - ldentify andimplementopportunitiesto improve growth throughcollaborationwith and
acrossaffiliates, and work with affiliates to improve efficiency acrossLegg Mason by
combiningefforts, outsourcingor working differently

Distribution - Continue to maintain and enhance our top tier distribution function with the capability to
offer solutions to relevant investment challenges and grow market share worldwide

- Developalternativeandinnovativedistributionapproacheor expandedlientaccess

Productivity - Implementour strategiaestructuringolan

- Continueto developandexecutauponourdiversityandinclusionstrategydevelopousiness
unit strategieso supportthefuture stateof work; drive digital transformatiorandcontinue
to developthe enterprisedatamanagemenprogram

Whenevaluatingour progresson thesestrategicpriorities, andconsideringnitiatives to supportthem,we prioritize four
key driversof valuecreation:

i¢ Yaleveraging our centralized retail distribution to drive growth;

¢ Y2capitalizing on our investments to provide investors with greater choice;

¢, ¥2more efectively controlling our costs to improve profitability; and

¢, Ythoughtfully managing our balance sheet and capital allocation.

The strategicprioritiesandkey driversdiscusse@bovearedesignedo increaseshareholdevaluethroughimprovements
in our netflows, earningsgcashflows, AUM andotherkey metrics,includingoperatingmagin, which arediscussedh our
annualresultsdiscussiorbelow The pendingMergerwith Franklin Templetonreflectsour overall priority of increasing
shareholdevalue.
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StrategicRestructuring

Duringthefourth quarterof fiscal 2019,we initiateda strategiaestructuringo reducecosts which includescorporateand
distributionfunctions,aswell asefficiency initiatives at certainsmalleraffiliates that operateoutsideof revenue-sharing
arrangementsWe expecto incuraggregatstrategiaestructuringcostsin therangeof $100million to $105million, which
will beincurredthroughMarch2021. We expecthestrategiaestructuringwill resultin futureannualcostsavingsof $100
million or more,achievedon anannualrun ratebasisby the endof fiscal 2021. During the yearsendedMarch 31, 2020
and2019,we incurred$71.0million, or $0.57perdiluted share and$9.4million or $0.08perdiluted share respectively
of costsrelatedto the strategicrestructuring. SeeNote 18 of Notesto Consolidated-inancial Statementgor additional
information. We achievedb68 million of savingsfrom the strategicrestructuringduringthe yearendedMarch 31, 2020,
for cumulativeachievedsavingsof $72million sinceJanuaryl, 2019. We do not expectthe Mergerto haveanimpacton
the costsor savingsassociatedavith our strategiaestructuring.

In addition,duringtheyearendedMarch 31,2020,we incurred$19.5million, or $0.16perdiluted share of restructuring
costsfor othercorporatemattersjncludingcostsassociateavith the pendingmemgerwith FranklinTempletonandduring
theyearendedViarch31,2019,weincurred$14.3million, or $0.12perdilutedshare pf costsassociateavith our previous
corporaterestructuringplans. We do not attribute or include theseother corporaterestructuringcostsin our strategic
restructuring.

The following discussionand analysisprovidesadditionalinformation regardingour financial condition and resultsof
operations.

BUSINESS ENVIRONMENT

The fiscal yearendedMarch 31, 2020was extremelyvolatile for U.S. equity markets. Strongreturnsin the first three
quartersof fiscal 2020weremorethanoffsetby anextremedownturnin thefourth fiscal quarter dueto therapidspreadf
COVID-19 (whichwasdeemed globalpandemic)widespreag:conomiadeclinesandcontinuedglobaluncertainty U.S.
equity marketssufferedsignificantlossesdespiteunprecedentektgislativesupportfrom the U.S. governmentn aneffort
to secureandstimulatethe economy

After strongreturnsin the first threequartersof fiscal 2020, both developedand emeging internationalequity markets
declinedsignificantlyin thefourthfiscalquarterin responséo the COVID-19pandemic.Strongdemandor U.S.treasuries
andcashnegativelyimpactedemeping equity markets.In Europeandthe U.K., governmentsnitiated historic stimulus
spendingin an effort to instill consumerconfidenceand combatthe negativeeconomiceffects of travel and business
restrictions.All sectorsn theEmeging Marketsindexsufferedlosseswith theenegy sectorseeinghelargestdropat40%
amid plungingoil prices.

Global bond marketsalso saw steepdeclinesin the fourth quarterof fiscal 2020, with the exceptionof U.S. treasuries.
Demandor long-termU.S.treasuriesncrease@midtheglobalpandemiasinvestorssoughtraditionallysaferassetsand

asaresultthe10-yearU.S.treasuryyield fell to recordlows. Investment-gradandhighyield corporatebondsaswell as

municipalbonds alsosufferedlossesdueto therisk-adversenvironment.

TheFederaReserveBoarddecreasethetamgetfederalfundsratefive timesduringtheyearendedMarch 31, 2020,from
2.50%to 0.25%,with themostsignificantreductionsmadein March2020in aneffort to increasdinancialmarketiiquidity.
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Thefollowing tablesummarizeshereturnsfor variousmajormarketindices:

% Change for the year ended

[PAZ} March 31:

Indices” 2020 2019 2018
Dow Jones Industrigdveragé” (15.5% 7.6% 16.7%6
S&P500? (8.89% 7.3% 11.8%
NASDAQ Composite Indé% (0.9% 9.4% 19.5%
Barclays Capital U.SAggregate Bond Index 8.9% 4.5% 1.2%
Barclays Capital Globalggregate Bond Index 4.2% (0.9% 7.0%

(1) Indices are trademarks of Dow Jones & CompdgGraw-Hill Companies, Inc., Nasdaqg Stock Market, Inc., and Barclays Capital, respeuathiely
are not diliated with Legg Mason.
(2) Excludes the impact of the reinvestment of dividends and stock splits.

Theimpactof theCOVID-19pandemionU.S.andinternationafinancialmarketsnayhaveasignificantlynegativémpact
onourAUM andresultsof operationsn fiscal2021 particularlyin thenearterm. Givencontinueduncertaintyandvolatility,
we cannotreasonablyestimatethe impactmarketconditionswill haveon our future resultsof operationsgashflows, or
financialcondition.

In addition,our industrycontinueso beimpactedoy migrationfrom activeto passivestrategiesTogethemwith continuing
regulatorychangesthesefactors put pressureon fees, contributingto the consolidationof productsand manageron
distributionplatforms.Thesefactorsalsocontinueto createsignificantflow challengegor activemanagerdike ourselves.

ASSETS UNDER MANAGEMENT
OurAUM is primarily managedacrosghefollowing assetlassesandstrategies:

Equity Fixed Income Alternative Liquidity

- Large Cap Growth - U.S. Intermediate Investment Grade - Real Estate - U.S. Managed Cash
- Equity Income - U.S. Long Duration - Hedge Funds - U.S. Municipal Cash
- All Cap Growth - U.S. CreditAggregate

- Large Capvalue - Global Opportunistic

- International Equity - Global Fixed Income

- Large Cap Core - U.S. Municipal

- Small Cap Core - Global Sovereign

- All Cap Value - Non-Traditional Bond

- Small Cap Growth - Global Government

- Emeging Markets Equity - Intermediate

- Small Capvalue - Short Duration

- Mid Cap Core - HighYield

- Small/Mid Cap - Liability Driven

- Small Cap International
- Mid Cap Growth
- Global Equity
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Thecomponent®f the changesn our AUM (in billions) for theyearsendedMarch 31, wereasfollows:

i¢Ye 2020 2019 2018
Beginning of period $ 7580 $ 7541 $ 7284
Net client cash flows:

Investment funds, excluding liquidity produébs: i¢ Ve
Subscriptions 72.4 56.2 65.2
Redemptions (64.9 (64.9 (56.5

Long-term separate account flows, net (20.9 2.7 (7.0

Total long-term flows, net (229 (10.3 1.7

Total liquidity flows, net 6.5 2.3 (24.3
Total net client cash flows (6.9 (8.0 (22.9
Realization® (1.4 (1.0 (2.6
Market performance and othér (12.9 21.3 45.7
Impact of foreign exchange (7.9 (8.4 5.4
Acquisitions (dispositions), net 0.8 [PAZ] (0.2
End of period $ 7308 $ 758.0 $ 754.1

(1) Subscription@ndredemptionseflectthe grossactivity in thefundsandincludeassetdransferrechetweerfundsandbetweershareclasses.

(2) Realizationgepreseninvestmenimanagedrivendistributionsprimarily relatedto the saleof assets.Realizationarespecificto our alternativemanagers
anddo notincludeclient-drivendistributions(e.g.client requestededemptionsliquidationsor assetransfers).

(3) FortheyearsendedMarch31,2020and2019,otherprimarily includesthereinvestmenof dividends. For theyearendedMarch 31, 2018,otherincludes
thereclassificationeffective April 1,2017,0f $16.0billion of certainassetsvhich werepreviouslyincludedin AUA to AUM. For theyearendedMarch
31,2018,0theralsoincludesthereinvestmenbf dividendsanda $(3.7)billion reconciliationto previouslyreportedamounts.

AUM at Marchi¢,%22020was $730.8i¢, Ybilliacecreas®f $27.2i¢%4billion4%, comparedo Marchi¢,¥23019.iTétal net
clientoutflowsfor theyearendedMarch31,2020were$6.4billion, comprisedbf $12.9billion of netclientoutflowsfrom
long-termassetlassesoffsetin partby $6.5billion of netclientinflows into theliquidity assetlass. Long-termassenet
outflowswerecomprisedf equitynetoutflowsof $16.5billion andfixed incomenetoutflowsof $3.4billion, offsetin part
by alternativenet inflows of $7.0 billion. Equity net outflows were primarily from productsmanagecby ClearBridge
Investmentq"ClearBridge"), BrandywineGlobal InvestmentManagement"Brandywine"), Royce InvestmentPartners
("Royce"),andQSInvestorsFixedIncomenetoutflowswereprimarily from productananagedy BrandywineandWestern
AssetManagemen€Company("WestermAsset").Alternativenetinflows wereinto productsmanagedy Clarion Partners,
EnTrust Globaland RARE Infrastructure We generallyearnhigherfeesand profits on alternativeand equity AUM, and
outflowsin thoseassetlassewill morenegativelyimpactour revenuegndNet IncomeAttributableto LeggMason,Inc.
thanwould outflowsin thefixed incomeor liquidity assetlasses.The negativeimpactof marketperformancexndother
was$12.8billion, reflectingglobalmarketdeclinesattheendof fiscal2020dueto the COVID-19 pandemic.Thenegative
impactof foreigncurrencyexchangeatefluctuationswas$7.4billion.

AUM at Marchi¢ 23019 was $758.0i¢ Yzbillianjncreaseof $3.91¢ Y2billion 1%, comparedo Marchi¢, 22018.ifétal net
client outflows were $8.0billion, comprisedof $10.3billion of netclient outflows from long-termassetlassesoffsetin
partby $2.3billion of netclientinflows into theliquidity assetlass.Long-termassenetoutflowswerecomprisef equity
netoutflows of $7.5billion andfixed incomenetoutflows of $4.3billion, offsetin partby alternativenetinflows of $1.5
billion. Equity netoutflowswereprimarily from productsmanagedy Royce,ClearBridge Brandywine QSInvestorsand
Martin Currie. Fixed Incomenet outflows were primarily from productsmanagedy WesternAsset,offsetin partby net
inflows into productsmanagedy Brandywine Alternative netinflows wereprimarily into productsmanagedy Clarion
Partnersoffsetin part by net outflows from productsmanagedoy EnTrust Global and RARE Infrastructure. Market
performanceand otherwas $21.3billion. The negativeimpactof foreign currencyexchangerate fluctuationswas $8.4
billion.

Our investmentadvisoryandadministrativecontractsaregenerallyterminableat will or uponrelatively shortnotice,and

investorsin the mutualfundsandothervehiclesthatwe managemay redeemntheir investmentsn the fundsor vehiclesat

any time without prior notice.ip¥titutional and individual clients can terminatetheir relationshipswith us, reducethe

aggregatamountof assetaindermanagemengr shift their fundsto othertypesof accountswith differentratestructures
for anynumberof reasonsincludinginvestmenperformancechangesn prevailinginterestrates changesn ourreputation
in themarketplacechangesn managemendr controlof clientsor third-partydistributorswith whomwe haverelationships,
lossof key investmenmanagemenpersonnebr financial marketperformance.
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AUM by AssetClass

AUM by assetlass(in billions) wasasfollows:

% Change
2020 2019
% of % of % of Compared Compared
As of March 31, 2020 Total 2019 Total 2018 Total to 2019 to 2018
Equity $ 161.2 22% $ 202.0 27% $ 203.0 27% (200% (PR
Fixed Income 420.2 58 419.6 55 422.3 56 (PR (@)
Alternative 74.3 10 68.6 9 66.1 9 8 4
Total long-term assets  655.7 90 690.2 91 691.4 92 (5) ¢ Y2
Liquidity 75.1 10 67.8 9 62.7 8 11 8
Total $ 730.8 100% $ 758.0 100% $ 754.1  100% 4 1
AverageAUM by assetlass(in billions) wasasfollows:
% Change
2020 2019
% of % of % of Compared Compared
Years Ended March 31, 2020 Total 2019 Total 2018 Total to 2019 to 2018
Equity $ 201.3 26% $ 203.1 27% $ 200.5 26% ()% 1%
Fixed Income 439.8 57 412.9 55 412.0 55 7 [PAZ)
Alternative 72.3 9 66.5 9 66.3 9 9 [PAZ)
Total long-term assets 713.4 92 682.5 91 678.8 90 5 1
Liquidity 64.6 8 65.5 9 75.6 10 (1) (13
Total $ 778.0 100% $ 748.0 100% $ 754.4 100% 4 Q)
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Thecomponenthangesn ourAUM by assetlass(in billions) wereasfollows:

Total
Fixed Long-
(P73 Equity Income Alternative  Term Liquidity Total
March 31, 2017 $ 1798 $ 3943 $ 679 $ 6420 $ 864 $ 7284
Investment funds, excluding liquidity
funds® [PRZ 1Y [PRZS 1Y
Subscriptions 22.6 36.3 6.3 65.2 [PAZ3 65.2
Redemptions (27.2 (23.H5 (5.9 (56.5 [PR7Z (56.5
Long-term separate account flows, net (2.3 (3.9 (1.9 (7.0 [PRZ (7.0
Liquidity flows, net [PRZ) i¢Ye [PAZ3 [PAZ] (24.3 (24.3
Net client cash flows (6.7 9.4 (2.0 1.7 (24.3 (22.9
Realizations? ig e i¢ Ve (2.6) (2.6) i¢ Ve (2.6)
Market performance and oth@r 28.9 145 15 44.9 0.8 45.7
Impact of foreign exchange 1.3 4.1 0.2 5.6 (0.2 5.4
Acquisitions (dispositions), net 0.3 [PAZ 0.1 (0.2 [PAZ 0.2
March 31, 2018 203.0 422.3 66.1 691.4 62.7 754.1
Investment funds, excluding liquidity
funds®
Subscriptions 21.1 29.5 5.6 56.2 [PAZS 56.2
Redemptions (26.]) (33.9 (4.9 (64.9 (P73 (64.9
Long-term separate account flows, net (2.5 0.1 0.7 2.7 [PAZ] 2.7
Liquidity flows, net (VA7 [PAZ: 1¢%2 [PAZ: 2.3 2.3
Net client cash flows (7.9 4.3 15 (10.3 2.3 (8.0
Realizationg? (VX7 i¢ Y (1.0 (1.0) i¢Ys (1.0
Market performance and oth&r 7.9 7.7 2.4 18.0 3.3 21.3
Impact of foreign exchange 1.9 (6.2 0.9 (7.9 (0.5 (8.9
March 31, 2019 202.0 419.6 68.6 690.2 67.8 758.0
Investment funds, excluding liquidity
funds®
Subscriptions 23.9 39.6 8.9 72.4 [PAZ3 72.4
Redemptions (29.3 (32.2 3.9 (64.9 (P73 (64.9
Long-term separate account flows, net (11 (10.8 15 (20.9 [PAZ] (20.9
Liquidity flows, net (VA7 [PAZ} ¢ Y2 [PAZ} 6.5 6.5
Net client cash flows (16.95 (3.9 7.0 (12.9 6.5 (6.9
Realizationg? i Ys (PE2) (1.9 (1.4 ¢ e (1.4
Market performance and oth@r (23.7 9.8 0. (14.0 1.2 (12.9
Impact of foreign exchange (0.8 (5.8 (0.9 (7.0 (0.9 (7.9
Acquisition 0.2 [PRZ 0.6 0.8 [PRZ) 0.8
Mar ch 31, 2020 $ 1612 $ 4202 $ 743 $ 6557 $ 751 $ 730.8

(1) Subscription@ndredemptionseflectthe grossactivity in thefundsandincludeassetdransferrecetweerfundsandbetweershareclasses.

(2) Realizationgepreseninvestmenimanagedrivendistributionsprimarily relatedto the saleof assets.Realizationarespecificto our alternativemanagers
anddo notincludeclient-drivendistributions(e.g.client requestededemptionsliquidationsor assetransfers).

(3) FortheyearsendedMarch31,2020and2019,otherprimarily includesthe reinvestmentf dividends. FortheyearendedMarch 31, 2018,otherincludes
thereclassificationeffective April 1,2017,of $12.1billion and$3.9billion of certainequity andfixed incomeassetstespectivelywhich werepreviously
includedin AUA to AUM. For the yearendedMarch 31, 2018, otheralsoincludesthe reinvestmenbf dividendsanda $(3.7) billion reconciliationto
previouslyreportedamounts.
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AUM by Distribution Channel

We havetwo principal distributionchannelsGlobal Distribution and Affiliate/Other throughwhich we sell a variety of

investmentproductsand services. Global Distribution, which consistsof our centralizedglobal distribution operations,
principally sellsU.S. andinternationalmutual funds and other commingledvehicles,retail separatelymanagedaccount
programsandsub-advisonaccountgor insuranceompaniegandsimilarclients. Affiliate/Otherconsistof thedistribution
operationswithin our assetmanagerswhich principally sell institutionalseparateccountmanagementiquidity (money
market)funds,realestateandotherprivately placedinvestmenfunds,andfunds-of-hedgdunds.

Thecomponenthangesn ourAUM by distributionchanne(in billions):

Global
Distribution Affiliate/Other Total

March 31, 2017 $ 2856 % 4428 % 728.4
Net client cash flows:

Long-term flows, net 15.8 (14.7 1.7

Liquidity flows, net [PAZ3 (24.3 (24.3
Total net client cash flows 15.8 (38.9 (22.9
Realizations" ¢ Ve (2.9) (2.6)
Market performance and othér 29.4 16.3 45.7
Impact of foreign exchange 2.7 2.7 5.4
Acquisitions (dispositions), net [PAZ) (0.2 (0.2
March 31, 2018 333.5 420.6 754.1
Net client cash flows:

Long-term flows, net (5.2 (5. (10.3

Liquidity flows, net ¢ % 2.3 2.3
Total net client cash flows (5.2 (2.8 (8.0
Realizations” i (1.0) (1.0
Market performance and othér 14.3 7.0 21.3
Impact of foreign exchange (3.9 (5.1 (8.9
March 31, 2019 339.3 418.7 758.0
Net client cash flows:

Long-term flows, net 2.4 (15.3 (12.9

Liquidity flows, net ¢ % 6.5 6.5
Total net client cash flows 2.4 (8.9 (6.9
Realizations” i (1.4 (1.4
Market performance and othér (21.3 8.5 (12.9
Impact of foreign exchange (2.5 4.9 (7.9
Acquisition [PAZ3 0.8 0.8
March 31, 2020 $ 3179 % 4129 % 730.8

(1) Realizationgepreseninvestmenimanagedrivendistributionsprimarily relatedto the saleof assets.Realizationarespecificto our alternativemanagers
anddo notincludeclient-drivendistributions(e.g.client requestededemptionsliquidationsor assetransfers).

(2) FortheyearsendedMarch31,2020and2019,otherprimarily includesthe reinvestmenbf dividends. FortheyearendedMarch31,2018,otherincludes
thereclassificationeffectiveApril 1,2017,0f $16.0billion of certainassetsvhich werepreviouslyincludedin AUA to AUM dueto achangen our policy
onclassificatiorof AUA andAUM. FortheyearendedMarch31,2018,otheralsoincludesthereinvestmenof dividendsanda $(3.7)billion reconciliation
to previouslyreportedamounts.
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Operating Revenu#ield

We calculateoperatingevenuegyieldsastheratio of total operatingrevenueslessperformancdees,to averageAUM. Our
overalloperatingevenueyield, lessperformancdees,acrossll assetlasseanddistributionchannelsvas36 basispoints
("bps"), 38 bpsand39 bpsfor theyearsendedMarch31,2020,2019and2018,respectivelyOur operatingrevenueyields
by assetlassanddistributionchannelwereasfollows:

Years Ended March 31,

2020 2019 2018

Asset Class:

Equity 57 bps 59 bps 63 bps
Fixed Income 26 bps 27 bps 27 bps
Alternative 59 bps 61 bps 65 bps
Liquidity 14 bps 13 bps 13 bps
Total 36 bps 38 bps 39 bps
Distribution Channel:

Global Distribution 41 bps 42 bps 45 bps
Affiliate/Other 33 bps 34 bps 34 bps

Our total operatingrevenueyield decreasedverthelasttwo fiscal yearsprimarily dueto assemix, the shift to lower fee
vehiclesandshareclassesndspecificfeereductions.Theoperatingevenueyield for managingquityassetsleclinedover
thelastsevenyearsandfor managingalternativeassetsieclinedoverthelastfive yearsprimarily dueto a shift in the mix
of assetsfrom higherfeeto lower feevehiclesandshareclasseandfrom higherfeeto lower fee earningaffiliates.

Equityassetsreprimarily managedby ClearBridge Royce Brandywine QSInvestorsandMartin Currie;alternativeassets
aremanagedy ClarionPartnersEnTrustGlobal,andRARE Infrastructurefixed incomeassetareprimarily managedy
WestermAssetandBrandywineandliquidity assetaremanagedby Westermsset. AssetdistributedthroughLeggMason
GlobalDistributionarepredominatelyetailin nature.

InvestmentPerformance

Foradiscussiorof marketconditionsduringtheyearendedMarch 31, 2020,see"BusinessEnvironment”.

The following table presentsa summaryof the percentage®f our AUM by strateg{” that outpacedtheir respective
benchmarksor thetrailing 1-year 3-year 5-year and10-yearperiods:

As of March 31, 2020 As of March 31, 2019 As of March 31, 2018
l-year 3-year 5-year 10-year 1l-year 3-year 5-year 10-year 1-year 3-year 5-year 10-year
Total (includes liquidity) 33% 34% 71% 88% 57% 82% 7% 86% 7% 8% 80% 87%
Equity:
Large cap 21% 21% 56% 48% 57% 44% 38% 4% 22% 33% 43% 7%
Smallcap 7% 64% 69% 45% 56% 4% 38% 20% 67% 69% 2% 36%
Total equity
(includes other
equity) 68% 58% 65% 64% 4% 45% 45% 35% 2% 43% 44% 73%
Fixed income:
U.S. taxable 6% 9% 90% 9% 63% 100% 95% 9% 98% 92% 92% 92%
U.S. tax-exempt 0% 0% 0% 100% 0% 100% 100% 100% 100% 100% 100% 100%
Global taxable 30% 33% 35% 98% 1% 92% 85% 98% 95% 8% 93% 9%
Total fixed income 13% 15% 69% 9% A7% 97% 92% 9% 97% 91% 93% 94%
Alternative 93% 93% 90% 9% 98% 83% 97% 100% 68% 65% 92% 61%
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The following table presentsa summaryof the percentagesf our U.S. mutualfund asset$ that outpacedheir Lipper
categoryaveragedor thetrailing 1-year 3-year 5-year and10-yearmperiods:

As of March 31, 2020 As of March 31, 2019 As of March 31, 2018
l-year 3-year 5-year 10-year 1l-year 3-year 5-year 10-year 1-year 3-year 5-year 10-year

Total (excludes liquidity) 60% 61% 3% 71% 48% 63% 2% 61% 57% 64% 63% 57%

Equity:
Large cap 40% 41% 75% 70% 68% 51% 65% 33% 19% 48% 44% 35%
Smallcap 70% 65% 71% 50% 65% 80% 57% 4% 67% 7% 50% 43%
Total equity
(includes other
equity) 4T% 4T% 2% 64% 67% 54% 63% 36% 32% 56% 48% 38%
Fixed income:
U.S. taxable 86% 88% 92% 91% 34% 93% 91% 92% 97% 90% 8% 86%
U.S. tax-exempt 10% 6% 5% 4% 8% 25% 64% 55% 38% 1% 3% 5%
Global taxable 45% 42% 38% 80% 2% 34% 56% 86% 72% 67% 81% 7%
Total fixed income 70% 71% 73% 76% 2% 73% 81% 84% 82% 2% 7% 8%

Alternative (includes

only three funds) 58% 100% n/a n/a 32% 0% 0% n/a 10% 0% 93% n/a

n/a- notapplicable

)]

@

For purpose®f investmenperformanceomparisonsstrategiesarean aggregatiorof portfolios (separat@ccountsjnvestmenfunds,andother
products)nto asinglegroupthatrepresenta particularinvestmenbbjective. In thecaseof separataccountstheinvestmenperformancef the
accountis baseduponthe performanceof the strategyto which the accounthasbeenassigned.Eachof our assetmanager$asits own specific
guidelinesfor including portfoliosin their strategiesFor thosemanagersvhich manageboth separateccountsandinvestmenfundsin the same
strategythe performanceomparisorfor all of theassetss baseduponthe performancef the separat@ccount.

As of March 31,2020,2019and2018,88%, 88% and 87%, respectivelyof total AUM is includedin strategyAUM, althoughnot all strategies
have3,5,and10-yearhistories.gdtal strategyAUM includediquidity assetsCertainassetgarenotincludedin reportedperformanceomparisons.
Theseinclude accountghatarenot managedn accordancevith the guidelinesoutlinedabove;accountsn strategiesiot marketedo potential
clients;accountghathavenotyet beenassignedo a strategy;andcertainsmallerproductsat someof our affiliates.

Pastperformances notindicativeof futureresults. ForAUM includedin institutionalandretail separat@ccountandinvestmenfundsincluded
in the samestrategyasseparateccountsperformanceomparisonsre basedon gross-of-fegperformanceFor investmenfundswhich are not
managedh aseparataccounformat,performanceomparisonsrebasedn net-of-feeperformance Funds-of-hedg&undsgenerallydonothave
specifiedbenchmarksFor purpose®f thiscomparisonperformancef thoseproductss netof fees,andis comparedo therelevantHFRX Index.
Theseperformancecomparisongo not reflect the actualperformanceof any specific separateaccountor investmentund; individual separate
accountandinvestmenfund performancemay differ.

Effective July 1, 2019,comparativébenchmarkdor certainstrategiesvereaddedtio measureelativeperformancevherea statecbenchmarkvas
not previously provided.iE# comparativepurposesprior periodshave beenupdatedto reflect the relative returnsusing thesecomparative
benchmarkswhereapplicable.

SourceLipperi¢Y2limcludesopen-endelosed-endandvariableannuityfunds. EffectiveApril 1,2018,Lipper InvestmenManagemen('LIM")
is beingusedfor comparativeperformanceeporting replacingLipperAnalytical NewApplications("LANA") whichwasdiscontinuedy Lipper
Inc, which resultedin changego the compositionof the comparativecategoriesFor comparisorpurposesprior periodsreflectthe categoriesas
reportedin LIM. The U.S.long-termmutualfund assetsepresenteéh the dataaccountedor 18% of our total AUM asof eachMarch31, 2020,
2019and2018.The performancef our U.S.long-termmutualfund assetss includedin the strategies.
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RESULTS OF OPERATIONS

In accordancevith financialaccountingstandarden consolidationye consolidatendseparatelydentify amountgelating
to certainsponsorednvestmentproducts. The consolidationof theseinvestmentproductshasno impacton Net Income
(Loss)Attributableto LeggMason,i¢, Y2bameddoesnot havea materialimpacton our consolidateaperatingresults. To the
extentwe haveaninvestmenin a consolidatednvestmentproduct,the relatedgainsandlosseswill impactNet Income
(Loss)Attributableto LeggMason,Inc. SeeNotesi;and20 of Notesto Consolidated-inancialStatements$or additional
informationregardingthe consolidatiorof investmenproducts.

Operating Revenues
Thecomponentsf Total OperatingRevenuegin millions), andthedollarandpercentagehangedetweerperiodswereas
follows:

2020 Compaed to 2019 Compared to
Years Ended March 31, 2019 2018
2020 2019 2018 $ Change % Change $ Change % Change
Investment advisory fees:
Separate accounts $ 1,052.0 $1,029.3 $1,020.8 $ 22.7 2% $ 8.5 1%
Funds 1,495.0 1,480.0 1,564.8 15.0 1 $ (848 5)
Performance fees 99.0 84.9 227.8 141 17  $ (1429 (63
Distribution and service fees 270.4 303.0 321.9 (32.9 (11 $ (189 (6)
Other 5.7 6.1 5.0 (0.9 ™ % 11 22
Total Operating Revenues $ 2,922.1 $2,903.3 $3,140.3 $ 18.8 1 $ (2370 (8)

Total OperatingRevenuesor theyearendedMVarch 31, 2020,increased % to $2.92billion, ascomparedo $2.90billion
for theyearendedMarch 31, 2019, primarily dueto anincreasdn investmentadvisoryfeesfrom separateaccountsand
funds,reflectinghigheraverageAUM, andanincreaseof $21.2million in performancdeesthatwerenot passedhrough
ascompensatioexpense Thesancreasesvereoffsetin partby a$32.6million decreas distributionandservicingfees,
reflectinga shiftto lowerfeeearningmutualfund shareclassesndlower averagdund AUM earningdistributionfees,and
a$7.1million decreasén performancdeesthatwerepassedhroughascompensatiomxpense.

Total OperatingRevenuegor theyearendedMarch31,2019,were$2.90billion, a decreasef 8% from $3.14billion for
theyearendedMarch 31,2018. The decreasavasprimarily dueto a $142.9million decreasén performancdees,$83.2
million of whichwasin performancdeesthatarenot passedhroughascompensatioexpenseasfurtherdiscussedbelow
A decreasén ouroperatingevenueyield to 38 basispointsfor theyearendedViarch31,2019,from 39 basispointsfor the
yearendedMarch31,2018,alsocontributedio thedecrease.

InvestmentAdvisoryFeesfrom SeparateAccounts

For the yearendedMarch 31, 2020, Investmentadvisoryfeesfrom separateaccountsncreased2% to $1.05billion, as
comparedo $1.03billion for the yearendedMarch 31, 2019. Feesearnedon fixed incomeand equity assetsncreased
$20.4million and$5.8million, respectivelyreflectinganincreasen averagdixed incomeandequityAUM, offsetin part
by areductionin theaveragdeeratesearnedn fixed incomeassets.Thesencreasesvereoffsetin partby a $4.3million
decreas@n feesearnednalternativeassetsdrivenby lower averagdeeratesearnen alternativeassetsoffsetin partby
anincreasen averagealternativeAUM.

Fortheyearendedviarch31,2019,Investmentdvisoryfeesfrom separataccountsncrease®8.5million, to $1.03billion,

ascomparedo $1.02billion for the yearendedMarch 31, 2018,asanincreaseof $19.9million, primarily dueto higher
averageequity assetsnanagedt ClearBridge wassubstantiallyoffsetby a decreasef $12.8million, primarily dueto a
reductionin the averagefee rate earnedon fixed incomeassetsnanagedat Brandywine,anda decreasef $7.1million,

primarily dueto lower averagealternativeassetsnanagedt EnTrustGlobalandRARE Infrastructure.
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InvestmentAdvisoryFeesfrom Funds

FortheyearendedMarch31,2020,Investmentadvisoryfeesfrom fundsincreased15.0million, or 1%, to $1.50billion,
ascomparedo $1.48billion for theyearendedviarch31,2019. Feesearnedn alternativeassetsncrease25.3million,
drivenby higheraveragealternativeAUM, offsetin partby lower averageee ratesearnedon alternativeassetsandfees
earnedon fixed incomeassetsncreaseds19.0million dueto higheraveragdixed incomeAUM, offsetin partby lower
averagefee ratesearnedon fixed incomeassetsTheseincreasesvere offsetin partby a $28.5million decreasén fees
earnecdn equityassetsdrivenby lower averageequityAUM andlower averagdeeratesearnedn equity assets.

Fortheyearendedviarch31,2019,Investmentdvisoryfeesfrom fundsdecrease&84.8million, or 5%, to $1.48billion,
ascomparedo $1.56billion for theyearendedMarch31,2018. Of thisdecrease$56.7million wasprimarily dueto lower
averageequityassetsnanagect Martin Currie,Royce,andClearbridge$39.3million wasprimarily dueto loweraverage
alternativeassetsnanagedtEnTrustGlobal,and$16.7million wasduetoloweraveragdiquidity assetsnanage@t\Western
AssetThesalecreasewerepartially offsetin partby anincreasef $26.4million primarily dueto higheraveragelternative
assetsnanagedy ClarionPartners.

InvestmentAdvisoryPerformanceFees

As of March 31, 2020,2019,and2018,approximatelyl1%, 12%, and 11%, respectivelyof our long-termAUM wasin
accountghatwereeligibleto earnperformancdeesatsomepointduringtherespectivdiscalyear Performancéeesearned
by Clarion Partnerson assetsnvestedwith themprior to the acquisitionclosingin April 2016arefully passedhroughto
theClarionPartnersnanagemerteam,perthetermsof theacquisitionagreementandrecordedascompensatioexpense,
and thereforehaveno impacton Net Income (Loss)Attributable to Legg Mason,Inc. We expectthe passthroughof
performancdeesat ClarionPartnergo belargely phasedut by fiscal 2022.ExcludingAUM eligible to earnpassthrough
performancefees, approximately7%, 8%, and 7% of our long-termAUM was in accountsthat were eligible to earn
performancdeesat somepoint duringtheyearsendedMarch31,2020,2019,and2018,respectively

FortheyearendedMarch 31, 2020, Investmentdvisoryperformancdeeswere $99.0million, with $42.0million earned
by ClarionPartnersandpassedhroughascompensatioexpenseand$35.1million, $16.3million and$5.6million earned
on alternative fixed incomeand equity assetsrespectively For the yearendedMarch 31, 2019, Investmentadvisory
performancdeeswere$84.9million, with $49.0million earnedy Clarion Partnerandpassedhroughascompensation
expenseand$20.5million, $9.6million, and$5.8million earnednfixedincome alternativeandequityassetsiespectively;
and,for theyearendedMarch 31, 2018, Investmentadvisoryperformancdeeswere$227.8million, with $108.8million
earnedy ClarionPartnerandpassedhroughascompensatioexpenseand$59.6million, $32.5million, and$26.9million
earnedn fixed income,equity, andalternativeassetsrespectively

Theincreasen performancdeesthatwerenotpassedhroughascompensatioexpensdor theyearendedMarch31,2020,
wasprimarily dueto anaggregat&21.2million increasen performancéeesearnecrimarily onassetsnanagedby EnTrust
Global, Clarion PartnersWestermAssetandRARE Infrastructurepffsetin partby a decreasén performancdeesearned
onassetsnanagedy Brandywine.Thedecrease performancéeesthatwerenotpassedhroughascompensatioexpense
for theyearendedMarch 31, 2019,wasprimarily dueto anaggregate<$83.2million decreasén peformancefeesearned
onassetsnanagedy Martin Currie, WestermAsset,EnTrustGlobalandBrandywine.

Distribution and ServiceFees

For theyearendedMarch 31, 2020, Distribution andservicefeesdecrease&32.6 million, or 11%, to $270.4million, as
comparedo $303.0million for theyearendedViarch31,2019,reflectingareductionin averaganutualfund AUM subject
todistributionandservicefeesandashiftin averageAUM subjecto distributionandservicefeesto lowerfeeshareclasses,
aspreviouslydiscussed.

For the yearendedMarch 31, 2019, Distribution and servicefeesdecrease®18.9million, or 6%, to $303.0million, as

comparedo $321.9million for theyearendedMarch 31,2018, primarily dueto areductionin averagemutualfund AUM
subjectto distributionandservicefees.
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Operating Expenses
Thecomponentsf Total Operatingexpensesin millions), andthedollarandpercentagehangebetweerperiodswereas
follows:

2020 Compaed to 2019 Compared to

Years Ended March 31, 2019 2018
$ % $ %

2020 2019 2018 Change Change Change Change
Compensation and benefits $ 14369 $1,399.0 $ 1,508.8 $ 37.9 3% $ (109.9 (7%
Distribution and servicing 413.2 439.3 489.3 (26.]) (6) (50.0 (10
Communications and technology 225.4 228.1 212.8 2.7 (0] 15.3 7
Occupancy 110.4 105.3 100.8 51 5 4.5 4
Amortization of intangible assets 22.5 24.4 24.6 (1.9 8 (0.2 D
Impairment of intangible assets [PAZ3 365.2 229.0 (365.2 n/m 136.2 59
Contingent consideration fair value
adjustments 0.9 0.6 (31.3 1.5 n/m 31.9 n/m
Other 209.5 238.3 282.3 (28.9 (12 44.0 (16
Total Operating Expenses $24170 $2,800.2 $28163 $ (38329 (149 $ (@16 (1)

n/m - notmeaningful

TotalOperatingexpensefor theyearendedVarch31,2020,decreasefi383.2million, or 14%,to0 $2.42billion, ascompared
to $2.80billion for the yearendedMarch 31, 2019;and,for the yearendedMarch 31, 2019,decrease@16.1million, or
1%, to $2.80billion, ascomparedo $2.82billion for the yearendedMarch 31, 2018.As further discussedelow Total
Operatingexpense$or theyearsendedMarch31,2019,and2018,included$365.2million and$229.0million, respectively
of chagesfor impairmentsof intangibleassets.TheyearendedMarch 31, 2018,alsoincludeda $67.0million chagefor
theregulatorymatterdiscussedn Note 9 of Notesto Consolidated=inancialStatements.

Operatingexpensedcurredat the investmenimanagemendffiliate level comprisedapproximately70%, 70%, and65%

fortheyearsendedvlarch31,2020,2019,and2018 respectivelyof totaloperatingexpensegxcludingimpairmenthages,
if any Theremainingoperatingexpensegarecorporatecosts,includingcostsof our globaldistributionoperations.
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Compensatiorand Benefits

Thecomponent®f Total CompensatiomndBenefits(in millions), andthe dollarandpercentagehangedetweemeriods
were as follows:

2020 Compaed to 2019 Compared

Years Ended March 31, 2019 to 2018
$ % $ %
2020 2019 2018 Change Change Change Change

Salaries, incentives and benefits $1,345.9 $1,329.4 $1,381.9 $ 165 1% $ (52.5 (4%
Strategic restructuring 57.2 1Y 1Y 57.2 n/m i¢Y2 n/m
Affiliate chages 2.4 9.3 ¢ Y (6.9 (79 9.3 n/m
Acquisition and transition-related costs ¢ Y2 0.9 5.8 (0.9 n/m 4.9 (89
Performance fee pass through 42.0 49.0 108.8 (7.0 (14 (59.8 (55
Gains (losses) on deferred

compensation and seed capital

investments (10.9 10.4 12.3 (21.0 n/m 1.9 (@15
Compensation and benefits $1,436.9 $1,399.0 $1,508.8 $ 37.9 3  $(109.8 @)

n/m - not meaningful

Compensatiomndbenefitsfor theyearendedviarch31,2020,increase®% to $1.44billion, ascomparedo $1.40billion
for theyearendedMarch31,2019;andfor theyearendedviarch31,2019,decreased% to $1.40billion, ascomparedo
$1.51billion for theyearendedMvarch31,2018:

¢ Y2Salariesjncentives,andbenefitsincreased16.5million, to $1.35billion for theyearendedMarch 31, 2020,as
comparedo $1.33billion for the yearendedMarch 31, 2019, driven by a $23.7million increasan salaryand
incentivecompensationelatedto corporateanddistributionpersonnelincludingincreasedalescommissionsand
a$21.6million increasen netcompensatiomtinvestmentffiliates, drivenby anincreasen operatingrevenues
atcertainaffiliates. Increase operatingevenuesitrevenue-shareasedffiliatestypically createacorresponding
increasein compensatiomper the applicablerevenueshareagreementsA $7.5 million increasein deferred
compensatioaxpenselueto higherannuabccelerationf awardgor retirementligibleemployeeslsocontributed
to theincrease.Thesencreasesvereoffsetin partby $34.7million in savingsfrom our strategiarestructuring.

Salariesjncentives andbenefitsdecrease®52.5million, to $1.33billion for theyearendedMarch31,2019,as
comparedo $1.38billion for theyearendedvlarch31,2018,drivenby a$47.9million decreas& netcompensation
andbenefitsatinvestmengffiliates, whichwasprimarily drivenby theimpactof thepreviouslydiscussedlecrease
in performancdeesthatarenot passedhroughascompensatioexpense.

¢ YeStrategicrestructuringcostsof $57.2million for the yearendedMarch 31, 2020, were primarily comprisedof
employeeterminationbenefitcosts,including severanceindthe acceleratiorof deferredcompensatiormwards.
SeeNote 18 of Notesto ConsolidatedrinancialStatementor additionalinformation.

¢ YoAffiliate chagesof $2.4million for theyearendedvViarch31,2020,werecomprisedf severanceostsassociated
with restructuringplansat certainaffiliates.

Affiliate chagesof $9.3million for theyearendedMarch31,2019,werecomprisedf $6.9million of severance
costsassociatedavith restructuringplansat certainaffiliates and$2.4 million of managemengquity planchages
associatesvith anadditionalgrantof equityunitsunderthe Roycemanagemergquityplan. SeeNote12 of Notes
to Consolidated-inancialStatemenfor additionalinformationregardingmanagemergquity plans.

¢ Y2Acquisitionandtransition-relatedostsfor theyearsendedMarch31,2019and2018,werecomprisecf employee
terminationbenefitcosts,ncludingseverancandtheacceleratiorof deferredccompensatioawardsyelatedio the
restructuringof Permalfor the combinatiorwith EnTrust,whichwascompletedn June2018.

FortheyearendedVarch 31, 2020,compensatiomsa percentagef operatingrevenuesncreasedo 49.2%,ascompared

to 48.2%for theyearendedMarch 31, 2019,primarily dueto costsincurredin connectiorwith our strategicrestructuring
in the currentyear
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FortheyearendedMarch31,2019,compensatiomsa percentagef operatingevenuesemainedelativelyflat at 48.2%,
ascomparedo 48.0%for theyearendedMarch 31, 2018,astheimpactof increasedompensatiomxpensdor corporate
and distribution personnelwhich is not directly tied to revenueswas substantiallyoffset by the impact of decreased
performancdeesearnedoy Clarion Partnerghatwerepassedhroughascompensatioexpense.

Distribution and Servicing

For theyearendedMarch 31, 2020, Distribution andservicingexpenseslecrease@% to $413.2million, ascomparedo

$439.3million for theyearendedMarch31,2019,primarily dueto lower averageAUM in certainproductsfor whichwe

pay feesto third-partydistributorsanda shift in averageAUM subjectto distributionandservicefeesto lower fee share
classesaspreviouslydiscussed.

Fortheyearendedvarch31,2019,Distributionandservicingexpenseslecreased 0% to $439.3million, ascomparedo
$489.3million for the yearendedMarch 31, 2018, primarily dueto the impactof lower averagefee ratespaid on certain
productsfor which we payfeesto third-partydistributors.

Communicationsand Technology
Fortheyearendedviarch31,2020,Communicationgndtechnologyexpenselecreased% to $225.4million, ascompared
to $228.1million for theyearendedMarch31,2019,primarily dueto savingsassociatedavith our strategiarestructuring.

FortheyearendedMarch31,2019,Communicationsindtechnologyexpenséncreased% to $228.1million, ascompared
to $212.8million for theyearendedMarch 31, 2018, primarily dueto an$11.2 million increasen technologyconsulting
andmaintenanceostsrelatedto ongoinginvestmentsn our technologycapabilities.

Occupancy

FortheyearendedViarch31,2020,0ccupancyexpenséncreased¥ to $110.4million, ascomparedo $105.3million for
theyearendedViarch31,2019 primarily dueto strategiaestructuringostsjargelyrelatecdto spacevacatedn ourcorporate
headquarters.

FortheyearendedViarch31,2019,0ccupancyexpenséncreased% to $105.3million, ascomparedo $100.8million for
theyearendedMarch 31, 2018, primarily dueto real estaterelatedchagesrecognizedn the currentyearof $5.3million
associateavith vacatedandsubleasedffice spaceprincipally in our corporateheadquarters.

Impairmentof Intangible Assets
Impairmentof intangibleassetavas $365.2million, and $229.0million for the yearsendedMarch 31, 2019and 2018,
respectively

The impairmentchagesrecognizedduring the yearendedMarch 31, 2019 were comprisedof $274.6million and$18.2
million relatedto the EnTrust Global indefinite-life fund managementontractsassetandtradenameassetyespectively
and$65.0million, $6.4million, and$1.0million relatedotheRARE Infrastructurendefinite-lifefundmanagemerntontracts
assetamortizablefund managementontractsassetandtradenameassetrespectively The impairmentsto the EnTrust
Globalassetsvereprimarily the resultof continuednetclient outflows from legacyhigh networth fund productsleading
to reducedyrowth expectationsn bothmanagemerieesandperformancdees,a decliningmamin, anda higherdiscount
rate. Theimpairmentso the RARE Infrastructureindefinite-life fund managementontractsandtradenameassetavere
primarily theresultof lowerthanexpectedetclientinflows andperformancdees leadingto alower maigin, andahigher
discountrate.Theimpairmentto the RARE Infrastructureamortizableassetesultedrom lossesof separat@accounAUM
andtherelateddeclinein projectedrevenuesA revisedestimateof the remainingusefullife of the RARE Infrastructure
separat@ccountcontractdntangibleassetlsocontributedo theimpairmentof thatasset.

Theimpairmentchagesrecognizediuringtheyearendedviarch31,2018,werecomprisedf $195.0million relatedto the

EnTrustGlobalindefinite-lifefundmanagementontractasset$32.0million relatedotheRARE Infrastructuremortizable
managementontractsaasseand$2.0million relatedto the RARE Infrastructurdradenameasset. Theimpairmentto the

EnTrustGlobalindefinite-life fund managementontractsassetvasprimarily theresultof netclient outflowsfrom legacy
high networth fund productsjncludingtransfersof clientfundsfrom suchproductsnto EnTrustGlobalseparat@accounts,
andtherelateddeclinein revenuesThe impairmentsto the RARE Infrastructureassetsesultedfrom lossesof separate
accountAUM andotherfactorsat RARE Infrastructure andthe relateddeclinein projectedrevenues A revisedestimate
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of theremainingusefullife of the RARE Infrastructureseparat@ccountcontractantangibleassetalsocontributedto the
impairmentof thatasset.

SeeCritical AccountingPoliciesandNote 5 of Notesto Consolidated-inancialStatementsor furtherdiscussiorof these
impairmentchages.

ContingentConsiderationFair Value Adjustments

Contingentconsideratiorfair valueadjustmentdor the yearsendedMarch 31, 2020,2019and2018includeda credit of

$0.9million, anexpensef $0.6million, andcreditsaggregating31.3million, respectively Thecreditsin fiscal2018were
comprisedof $32.0 million which reducedthe contingentconsideratioriabilities relatedto the acquisitionsof RARE

InfrastructureMartin Currie,andQSInvestorspffsetin partby anexpensef $0.7million, whichincreasedhecontingent
consideratiodiability relatedto theacquisitionof PK Investments.

Other

For theyearendedMarch 31, 2020, Otherexpenseslecrease&28.8million, or 12%, to $209.5million, ascomparedo
$238.3million for theyearendedMarch 31,2019,primarily dueto $24.5million of savingsassociatedvith our strategic
restructuringanda $4.2million chagerecognizedn the prior yearperiodfor aregulatorymatter

For theyearendedMarch 31, 2019, Otherexpenseslecrease®44.0million, or 16%, to $238.3million, ascomparedo
$282.3million for theyearendedMarch 31, 2018, primarily dueto a decreas®f $62.8million in chagesrelatedto the
regulatorymatterfurtherdiscussedn Note 9 of Notesto ConsolidatedrinancialStatementswith $4.2million of chages
recognizedn fiscal2019and$67.0of chagesrecognizedn fiscal2018. Thisdecreasavasoffsetin partby a$17.2million

increasen professionafees,largely relatedto the strategicrestructuringandothercorporaterestructuring.

Non-Operating Income (Expense)
The component®f Total Non-Operatingncome(Expense)in millions), andthe dollar and percentagehangedetween
periodswereasfollows:

2019 Compaed to 2018 Compared to

Years Ended March 31, 2018 2017
$ % $ %

2020 2019 2018 Change Change Change Change
Interest income $ 123 $ 122 $ 71 % 0.1 1% $ 5.1 2%
Interest expense (109.9 (117.3 (1179 7.4 (6) 0.6 Q)
Other income (expense), net (13.3 31.1 10.8 (44.9 n/m 20.3 n/m
Non-operating income (expense) of

consolidated investment vehicles, net 16.3 (0.6 9.8 16.9 n/m (10.9 n/m

Total Non-Operating Income (Expense) $ (94.6 $ (746 $ (90.2 $ (20.0 27 $ 156 a7

n/m- notmeaningful

Interestincome

FortheyearendedMarch31,2020,Interesincomeremainedelativelyflat at$12.3million, ascomparedo $12.2million
for theyearendedMarch31,2019.

For theyearendedMarch 31, 2019, Interestincomeincreased5.1 million to $12.2million, ascomparedo $7.1million
for theyearendedViarch31,2018,drivenby higheryieldsearnedn higheraveragenterest-bearingnvestmenbalances.

InterestExpense

FortheyearendedViarch31,2020 Interesexpenselecrease7.4million, to $109.9million, ascomparedo $117.3million
for theyearendedMarch 31, 2019,primarily dueto the repaymenbdf $125.5million of outstandingorrowingsunderour
CreditAgreemenin Septembe2018andtherepaymenbf our $250million 2.7% SeniorNotesin July 2019.

FortheyearendedVarch31,2019,Interesexpenseemainedelativelyflat at$117.3million, ascomparedo $117.9million
for theyearendedMarch31,2018.
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OtherIncome (Expense) Net

FortheyearsendedMarch31,2020and2019,0therincome(expense)net, totaledexpensef $13.3million andincome
$31.1million, respectively TheyearendedMarch 31, 2020,included$10.6million of netmarketlosseson seedcapital
investmentsand assetsinvestedfor deferredcompensatiorplans, which were offset by a correspondingdecreasen
compensatioexpenseand$6.2million in lossen corporatanvestments Thesdossesvereoffsetin partby $3.5million
of netmarketgainson investment®of consolidatedponsorednvestmenproductsthatarenot designate@sClIVs, which
havenoimpactonNetIncomeAttributableto LeggMason,Inc.,asthegainsarefully attributablgo noncontrollingnterests.
TheyearendedMarch31,2019,included$14.1million of gainsoncorporaténvestments$10.4million of netmarketgains
on seedcapitalinvestmentsand assetsnvestedfor deferredcompensatiomplans,which were offset by a corresponding
increasen compensatioexpenseandan$8.4million distributionfrom aninvestmenholding.

FortheyearendedMarch31,2019,0therincome(expense)net,wasincomeof $31.1million, ascomparedo incomeof
$10.8million for theyearendedMarch31,2018. TheyearendedMarch31, 2018,included$12.3million of netmarket
gainsonseeccapitalinvestmentsndassetinvestedor deferreccompensatioplans whichwereoffsetby acorresponding
increasén compensatioexpenseopffsetin partby $1.8million of netmarketlosseson corporatenvestments.

Non-Operatinglncome (Expense)of ConsolidatednvestmentVehicles,Net
FortheyearendedMarch31,2020,Non-operatingncome(expensedf consolidateithvestmentehiclesnet,totaledncome
of $16.3million, ascomparedo expensef $0.6million in theyearendedMarch31,2019.

For the yearendedMarch 31, 2019, Non-operatingncome (expense)f consolidatednvestmentvehicles,net, totaled
expensef $0.6million, ascomparedo incomeof $9.8million in theyearendedMarch31,2018.

SeeNotes1 and20 of Notesto Consolidated-inancialStatementsor additionalinformationregardingthe consolidation
of sponsorednvestmentehiclesandnetmarketgainson investment®of certainCIVs.

Income Tax Provision (Benefit)

FortheyearsendedMarch31,2020and2019,theincometax provisionwas$106.0million and$20.6million, respectively
andfor theyearendedMarch 31,2018, theincometax benefitwas$102.5million. Theeffectivetax ratewas25.8%and
72.2%for the yearsendedMarch 31, 2020and 2019, respectivelyandthe effective benefitratewas 43.8%for the year
endedMarch 31, 2018. Theeffectivetax ratefor the yearendedMarch 31, 2019, reflectsfinal adjustmentselatedto the
impactof theTax CutsandJobsAct of 2017(the"TaxLaw"), whichwasenactedn Decembef2,2017 ,while theeffective
benefitratefor theyearendedviarch31, 2018, reflectstheimpactof the Tax Law recognizediponenactment.

Theeffectivetax ratefor theyearendedviarch31, 2020reflectsnetdiscretetax expensef $2.4million, primarily related
totherevaluatiorof certainexistingdeferredaxassetsndliabilities, areductiorin netoperatingossdueto auditsettlements,
anddiscretetax expensgecognizedor vestedstockawardswith a grantdateexerciseprice higherthanthe vestingdate
stockprices,which wereoffsetin partby a discretetax benefitresultingfrom the settlemenof prior yearstateauditsand
statuteexpirations. Thenetimpactof all discretetaxitemsincreasedheeffectiveincometaxrateby 0.6 percentaggoints
for theyearendedMarch31,2020.

Fortheyearendedviarch31,2019,discretetax expensef $14.1million relatedto uncertaintax positionsfor federal state
andlocal taxes(including thoserelatingto recentlegislativechangesWwasrecognized. In addition,discretetax benefits
totaling$2.8million relatedto the completionof a prior yeartax auditandotherdiscretetax benefitsof $1.3million were
recognized.Togetherthe netimpactof all discretetax itemsincreasedhe effective tax rateby 35.1percentag@ointsfor

theyearendedMarch31,2019.

As previouslydiscussedpn DecembefP?2,2017,theTax Law wasenacted.Thereductionin theU.S.corporateaxrate,as
well asotheraspect®f the Tax Law, resultedin a one-time,non-castprovisionaltax benefitof $220.9million, primarily

dueto theremeasurememf certainexistingdeferredax assetandliabilities atthenew21%incometaxrate. In addition,
anon-cashaxchageof $7.3million wasprovisionallyprovidedfor thedeemedepatriatiorof unremittedforeignearnings
asprovidedundertheTaxLaw. Any tax provisionassociateavith therepatriationsvasadjustedo reflecttheimpactof the

Tax Law. As further discussedn Note 7 of Notesto Consolidated=inancial Statementsopur accountingfor the tax on

unremittedoreignearningsvascompletedduringfiscal 2019andanadjustmenin theamountof $2.2million of additional
expenseavasrecordedn thatperiod.
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Also, duringtheyearendedMarch 31, 2018,the effective benefitratewasimpactedby 9.7 percentag@ointsfor thenon-
deductibility of thechagefor theregulatorymatterdiscussedh Note 9 of Notesto the Consolidated-inancialStatements.
In addition, for fiscal 2018,changesn stateapportionmentndstatelaws, audit settlementsand otherdiscretechanges
impactingstatedeferredtax liabilities resultedin additionalnettax expenseof $3.3 million, which reducedhe effective
benefitrateby 1.1 percentag@ointsfor theyearendedMarch 31, 2018. Further a $0.8million discretetax expensavas
recognizedvith respecto equity-basedompensationyhich reducedhe effective benefitrateby 0.3 percentaggoints.

ClVs andotherconsolidatedponsorednvestmenproductseducedhe effective tax rateby 0.8 percentagg@ointsand2.0
percentageointsfor theyearsendedMarch31,2020and2019,respectivelyandincreasedheeffectivebenefitrateby 1.3
percentag@ointsfor theyearendedMarch31,2018.

Net Income (Loss)Attributable to LeggMason, Inc. and Operating Margin

NetIncomeAttributableto LeggMason,i¢, “Aactheyearendedviarch31,2020,totaled$251.4million, or $2.79perdiluted
shareascomparedo Net LossAttributableto LeggMason,Inc. of $28.5million, or $0.38perdiluted sharefor theyear
endedViarch31,2019.7fbeincreasdan NetIncome(Loss)Attributableto LeggMason,Inc. wasprimarily drivenby non-
cashimpairmentchagestotaling $365.2million, or $3.12perdiluted sharerecognizedn the prior year aswell ashigher
operatingrevenuesn the currentyear reflectinganincreasen investmentadvisoryfeesdriven by higheraveragelAUM
andanincreasen performancédeesthatwerenot passedhroughascompensatioexpenseaswell astheimpactof savings
from the strategicrestructuring. Theseincreaseswere offset in part by higher strategicrestructuringand corporate
restructuringcostsin the currentyear the previously discussedncreasein compensatiorexpensefor corporateand
distributionpersonnelincludingincreasedalescommissionsandnetmarketlossesecognizedn corporatenvestments
ascomparedo gainsrecognizedn the prior year Operatingmaigin was17.3%for the yearendedMarch 31, 2020,as
comparedo 3.6%for theyearendedMarch 31, 2019, reflectingthe non-castimpairmentchagesrecognizedn the year
endedViarch31,2019.

Net LossAttributableto Legg Mason,i¢ Y2focthe yearendedMarch 31, 2019, totaled$28.5million, or $0.38per diluted
share,ascomparedo Net IncomeAttributableto Legg Mason,Inc. of $285.1million, or $3.01perdiluted share for the
yearendedMarch 31, 2018.1¢ Y2NessAttributableto Legg Mason,Inc. for theyearendedMarch 31, 2019includednon-
cashimpairmentchagestotaling $365.2million, or $3.12 per diluted share strategicrestructuringand other corporate
restructuringcostsof $18.5million, or $0.15perdilutedshare affiliate chagesof $9.2million, or $0.06perdilutedshare,
includingRoycemanagemergquityplancostsof $2.4million, discretenettaxexpenseandothertaxitemsof $7.7million,
or $0.09 per diluted share,and a $4.2 million, or $0.05 per diluted share chage associatedvith the regulatorymatter
discussedn Note 9 of Notesto ConsolidatedrinancialStatements Net IncomeAttributableto Legg Mason,Inc. for the
yearendedMarch31,2018includedaone-timenetnon-castprovisionaltax benefitof $213.7million, or $2.26perdiluted
sharerelatedto the Tax Law. This benefitwasoffsetin partby non-cashmpairmentchagesrelatedto intangibleasset®f
$229.0million, or $1.96perdilutedshareanda $67.0million, or $0.71perdiluted share chagerelatedto theregulatory
matterdiscusse@bove TheyearendedVarch31, 2018alsoincludedadjustment$o decreas¢hefair valueof contingent
consideratiotiabilities by $31.3million, or $0.33perdilutedshare.Operatingnarmgin was3.6%for theyearendedVarch
31,2019,ascomparedo 10.3%for theyearendedMarch31,2018 reflectingtheimpactof thenon-cashimpairmenthages
andthechagesrelatedto theregulatorymatterrecognizedn boththeyearsendedviarch31,2019and2018,asdiscussed
above.

SupplementalNon-GAAP Financial Information

As supplementaihformation,we areproviding performanceneasurefor "AdjustedNetIncome","AdjustedEarningsPer
Diluted Share'("AdjustedEPS")andi¢, “2AdjustegderatingMargini¢ &ongwith aliquidity measuréor "AdjustedEBITDA",
eachof which is basedon methodologie®therthangenerallyacceptedaccountingprinciples("non-GAAP"). Effective
with the quarterendedJune30, 2019,we begandisclosingAdjustedOperatingMargin, which revisesour prior disclosure
of OperatingMargin, asAdjusted,to includeadjustmentgor restructuringcostsandacquisitionexpensegndtransition-
relatedcostsfor integrationactivities,eachof which is furtherdescribedelow

Our managementisesthe performanceaneasuregsbenchmarkgo evaluateand compareour period-to-periotbperating
performance.We believethat theseperformancemeasuregrovide usefulinformationaboutthe operatingresultsof our
coreassetmanagemenbusinessandfacilitate comparisorof our resultsto otherassetmanagemenfirms andperiod-to-
periodresults. We arealsoproviding a non-GAAPIiquidity measurdor AdjustedEBITDA, which our managementises
asabenchmarkn evaluatingandcomparingourperiod-to-periodiquidity. Webelievethatthismeasurés usefultoinvestors
asit providesadditionalinformationwith regardto our ability to meetworking capitalrequirementsserviceour debt,and
returncapitalto our stockholders.

55



Table of Contents

AdjustedNet Incomeand AdjustedEarnings per Diluted Share

AdjustedNetIncomeandAdjustedEPSonly includeadjustmentsor certainitemsthatrelateto operatingoerformanceand
thereforearemostreadily reconcilableio Net Income(Loss)Attributableto LeggMason,Inc. andNetIncome(Loss)per
Diluted ShareAttributableto LeggMason,Inc. Shareholdersjeterminedundergenerallyacceptedaccountingprinciples
("GAAP"), respectively

We defineAdjustedNet IncomeasNet Income(Loss)Attributableto LeggMason,Inc. adjustedo excludethefollowing:

¢ ¥2Restructuringcosts,including:
Corporatechages relatedto the ongoing strategicrestructuringand other cost saving and business
initiatives, including severancdeaseandothercostsandcertaintransaction-relatedosts;and
Affiliate chages,ncludingaffiliate restructuringandseveranceosts andcertainone-timechagesarising
from theissuanceof managemenrgquity planawards
¢ Y2Amortizationof intangibleassets
¢ Y2Gainsandlosseson seedandotherinvestmentshatarenot offsetby compensatior hedges
¢ Y2Acquisition expensesndtransition-relatedtostsfor integrationactivities, including certainrelatedprofessional
feesandcostsassociatedvith thetransitionandacquisitionof acquiredousinesses
¢ Yelmpairmentof intangibleassets
¢ ¥2Contingentconsideratioriair valueadjustments
¢ ¥2Chagesrelatedto significantlitigation or regulatorymatters
i¢¥2Incometax expense(benefit) adjustmentdo provide an effective non-GAAP tax rate commensuratevith our
expectedannualpre-taxAdjustedNet Income,including:
Theimpactonincometax expensdbenefit)of theabovenon-GAAPadjustmentsand
Othertaxitems,includingdeferredaxassetindiability adjustmentassociatedith statutoryratechanges,
theimpactof otheraspect®f recentU.S.tax reform,andshortfalls(andwindfalls) associateavith stock-
basedcompensation

Adjustmentdor restructuringcosts,gainsandlosseson seedandotherinvestmentshatarenot offsetby compensatioir
hedgesandtheincometax expensdébenefit)itemsdescribediboveareincludedin the calculationbecaus¢hesetemsare
notreflectiveof ourcoreassetanagemeriusinessf providinginvestmentnanagemerandrelatedproductsaandservices.
We adjustfor acquisition-relatedtems,including amortizationof intangibleassetsimpairmentsof intangibleassetsand
contingentconsideratiorfair valueadjustmentsto makeit easierto identify trendsaffecting our underlyingbusinesghat
arenotrelatedto acquisitiongo facilitate comparisorof our operatingresultswith the resultsof otherassetmanagement
firms thathavenot engagedn significantacquisitions. We adjustfor chages(credits)relatedto significantlitigation or
regulatorymatters netof anyinsuranceproceedandrevenueshareadjustmentshecausehesemattersdo notreflectthe
underlyingoperationsandperformancef our business.

In calculatingAdjustedEPS we adjustNetIncome(Loss)perDiluted SharéAttributableto LeggMason,Inc. Shareholders
determineduinderGAAP for the pershareémpactof eachadjustmentnetof taxes)includedin the calculationof Adjusted
NetIncome.

Thesemeasureareprovidedin additionto NetIncome(Loss)Attributableto LeggMason,Inc.,andNetIincome(Loss)per
Diluted ShareAttributableto LeggMason,Inc. Shareholdersgndarenot substitutegor thesemeasuresThesenon-GAAP
measureshouldnotbeconsideredn isolationandmaynotbecomparabléo non-GAAPperformanceneasuresncluding
measuresf adjustecearningor adjustedncome andadjustedearninggpersharepf othercompaniesiespectivelyFurther
AdjustedNet IncomeandAdjustedEPSarenot liquidity measuresandshouldnot be usedin placeof cashflow measures
determinedinderGAAP.
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Thecalculation®of AdjustedNetIncomeandAdjustedEP Sareasfollows (dollarsin thousandsexceptpershareamounts):

Years Ended March 31,

2020 2019 2018
Net Income (LossAttributable to Legg Mason, Inc. $ 251,367 $ (28,509 $ 285,075
Plus (less):
Restructuring costs:
Strategic restructuring and other corporate initiaffVes 90,519 23,655 5,054
Affiliate chage$? 2,414 7,526 i¢Ye
Amortization of intangible assets 22,539 24,404 24,604
Gains and losses on seed and other investmentsfeet oy
compensation or hedges 1,256 17,7779 (728
Acquisition and transition-related costs [PAZ) 2,466 7,049
Impairments of intangible assets [PAZ3 365,200 229,000
Contingent consideration fair value adjustments (919 571 (31,329
Chages related to significant regulatory matters [PAZ3 4,151 67,000
Income tax adjustment?:
Impacts of non-GAARdjustments (31,289 (103,049 (54,329
Other tax items 3,097 9,980 (208,993
Adjusted Net Income $ 338,992 $ 288,619 $ 322,408

Net Income (Loss) Per Diluted Sha#ributable to Legg Mason,
Inc. Shareholders $ 279 $ (0.39 $ 3.01

Plus (less), net of tax impacts:
Restructuring costs:

Strategic restructuring and other corporate initiatives 0.73 0.20 0.04
Affiliate chages 0.02 0.06 1¢ Y%
Amortization of intangible assets 0.18 0.21 0.18
Gains and losses on seed and other investmentsfeet oy
compensation or hedges 0.01 (0.15 [PR7Z]
Acquisition and transition-related costs [PAZ3 0.02 0.05
Impairments of intangible assets [PAZ 3.12 1.96
Contingent consideration fair value adjustments [PAZ3 0.01 (0.33
Chages related to significant regulatory matters i¢Ye 0.05 0.71
Other tax items 0.03 0.12 (2.2)
Adjusted Earnings per Diluted Share $ 376 $ 326 $ 3.41

(1) SeeNote 18 of Notesto ConsolidatedrinancialStatement$or additionalinformationregardingour strategiaestructuringnitiatives.
(2) See"Resultsof Operations'abovefor additionalinformationregardingaffiliate chages.
(3) Thenon-GAAPeffectivetax ratesfor theyearsendedMarch31,2020,2019and2018,were26.1%,26.0%and30.1%,respectively

AdjustedNet Incomewas$339.0million, or $3.76per diluted share for theyearendedMarch 31, 2020,ascomparedo
$288.6million, or $3.26perdilutedsharefor theyearendedvarch31,2019. Theincreasevasdrivenby higheroperating
revenuesreflectinganincreasen investmentadvisoryfeesfrom funds and separateaccountsriven by higheraverage
AUM andanincreasén performancdeesthatwerenot passedhroughascompensatioexpenseaswell astheimpactof
savingsfrom the strategiaestructuring.

AdjustedNet Incomewas$288.6million, or $3.26per diluted share for theyearendedMarch 31, 2019,ascomparedo

$322.4million, or $3.41perdiluted share for theyearendedMarch 31, 2018. AdjustedNet Incomedecreasegrimarily
dueto lower operatingrevenues.
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AdjustedOperatingMargin

We calculateAdjustedOperatingMargin, by dividing i¢ Y2Adjust®gderatingincomei¢dg,i¢ 2Adjust@gderatingRevenuesi¢, 2,
eachof whichis furtherdiscussedbelow Thesemeasuresnly includeadjustments$or certainitemsthatrelateto operating
performanceandthereforearemostreadilyreconcilableo Operatingviargin, Operatingncome(Loss)andTotal Operating
RevenuesleterminedinderGAAP, respectively

We defineAdjustedOperatingRevenuegssOperatingRevenuesadjustedo:

¢ ¥elnclude:
Netinvestmentdvisoryfeeseliminateduponconsolidatiorof investmentehicles

¢ Y2Exclude:
Distribution and servicingfeesanda portion of Investmentadvisoryfeesusedto pay distributionand
servicingcostgothird partyintermediarie®asedncontractuatelationshipshethird-partyintermediaries
havewith theultimateclients.Theamounibf Distributionandservicingfeesandthe portionof Investment
advisoryfeesexcludedapproximatehe directcostsof sellingandservicingour productsthatarepaidto
third-partyintermediarieshbasecn contractuapercentagesf the valueof therelatedAUM
Performancdeesthat are passedhroughas compensatiorexpenseor netincome(loss) attributableto
noncontrollinginterests

Thesedjustmentgonotrelateto itemsthatimpactNetincome(Loss)Attributableto LeggMason Inc.andtheyareincluded
in oneof thewaysour managementiewsandevaluate®ur businessesults.

We defineAdjustedOperatingincome,asOperatingincome(Loss),adjustedo excludethefollowing:
¢ Y2Restructuringcosts,including:
Corporatechages relatedto the ongoing strategicrestructuringand other cost saving and business
initiatives, including severancdgaseandothercostsandothertransactiorcosts;and
Affiliate chages,ncludingaffiliate restructuringandseveranceosts andcertainone-timechagesarising
from theissuanceof managemergquity planawards
¢ Y2Amortizationof intangibleassets
¢ ¥%2Theimpacton compensatioexpensef:
Gainsandlosseon investmentsnadeto fund deferredcompensatioplans
Gainsandlosseson seedcapitalinvestmentdy our affiliates underrevenuesharingarrangements
¢ Y2Acquisition expensesndtransition-relatectostsfor integrationactivities, including certainrelatedprofessional
feesandcostsassociatedvith thetransitionandacquisitionof acquiredousinesses
¢ Yalmpairmentsof intangibleassets
¢, ¥2Contingentconsideratiorair valueadjustments
¢ ¥2Chagesrelatedto significantregulatorymatters
¢ ¥2Income(loss)of consolidatednvestmentehicles

In calculatingAdjustedOperatingincome,we adjustfor restructuringcostsbecauseheseitemsare not reflective of our

coreassetmanagemertiusines®f providinginvestmenimanagemerdndrelatedproductsandservices.We adjustfor the

impacton compensatioexpensef gainsandlosseoninvestmentsnadeto fund deferredccompensatioplansandon seed
capitalinvestmentdy our affiliatesunderevenuesharingarrangementsecaus¢heyareoffsetby anequalamountn Non-

operatingincome(expense)net,andthushaveno impacton Net IncomeAttributableto LeggMason,Inc. We adjustfor

acquisition-relatedtems, including amortizationof intangible assetsjmpairmentsof intangible assetsand contingent
consideratiorair valueadjustmentsp makeit easieto identify trendsaffectingourunderlyingbusinesshatarenotrelated
to acquisitiongo facilitate comparisorof our operatingresultswith the resultsof otherassemanagemerfirms thathave
notengagedn significantacquisitions.We adjustfor chages(credits)relatedto significantlitigation or regulatorymatters,
netof anyinsuranceproceedsindrevenueshareadjustmentsyecausehesemattersdo notreflecttheunderlyingoperations
andperformancef ourbusinessWe adjustfor income(loss)of consolidatednvestmentehiclesbecaus¢heconsolidation
of theseinvestmentwehiclesdoesnot haveanimpacton NetIncome(Loss)Attributableto LeggMason,Inc.

Thesemeasuresre providedin additionto and are not substitutedor our OperatingMargin, OperatingRevenuesand

Operatingincome(Loss)calculatedunderGAAP. Thesenon-GAAPmeasureshouldnot be consideredn isolationand

may not be comparabléo non-GAAPperformanceaneasuresncludingmeasuresf adjustednaigins, adjustedoperating
revenuesand adjustedoperatingincome,of othercompanies. Further Adjusted OperatingMargin, AdjustedOperating

RevenuesindAdjustedOperatingdncomearenotliquidity measureandshouldnotbeusedin placeof cashflow measures
determinedinderGAAP.
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The calculations of Operating Man andAdjusted Operating Magin, are as follows (dollars in thousands):

Y2 Years Ended March 31,
2020 2019 2018
Operating Revenues, GAA#Rsis $ 2,922,125 $ 2,903,259 $ 3,140,322
Plus (less):
Pass through performance fees (41,983 (49,049 (108,757
Operating revenues eliminated upon consolidation of
investment vehicles 402 599 578
Distribution and servicing fees (270,398 (302,967 (321,936
Investment advisory fees (141,838 (136,173 (167,373
Adjusted Operating Revenues $ 2,468,308 $ 2,415,666 $ 2,710,207
Operating Income (Loss), GAABasis $ 505,160 $ 103,102 $ 324,001
Plus (less):
Restructuring costs:
Strategic restructuring and other corporate initiatives 90,519 23,655 5,054
Affiliate chages 2,414 9,289 T¢Ye
Impairment of intangible assets [PAZ3 365,200 229,000
Amortization of intangible assets 22,539 24,404 24,604
Gains (losses) on deferred compensation and seed investments,
net (10,599 10,416 12,345
Acquisition and transition-related costs [PRZ 2,685 7,049
Contingent consideration fair value adjustments (919 571 (31,329
Chages related to significant regulatory matters (P73 4,151 67,000
Operating loss of consolidated investment vehicles, net 1,894 1,588 877
Adjusted Operating Income $ 611,017 $ 545061 $ 638,601
Operating Magin, GAAPbasis 17.3% 3.6% 10.3%
Adjusted Operating Main 24.8 22.6 23.6

AdjustedEBITDA
We defineAdjustedEBITDA ascashprovidedby (usedin) operatingactivitiesplus (minus):

¢ Y2Interestexpensenetof accretiorandamortizationof debtdiscountsandpremiums

¢ ¥2Currentincometax expensebenefit)

¢ ¥2Net changdn asset@andliabilities, which alignswith the Consolidatedstatementsf CashFlows
¢, ¥%2Net (income)lossattributableto noncontrollinginterests

¢ ¥2Net gains(lossesandearningson investments

¢ ¥2Net gains(losses)n consolidatednvestmentehicles

1¢,%0ther

AdjustedEBITDA is not reducedby equity-baseccompensatiorexpensejncluding managemenéquity plan non-cash
issuance-relatedhages. Most managemengquity plan units may be put to or calledby Legg Masonfor cashpayment,
althoughtheir termsdo notrequirethis to occut

This liquidity measures providedin additionto Cashprovidedby operatingactivitiesandmaynot be comparablé¢o non-
GAAP performanceneasuresr liquidity measuresf othercompaniesincludingtheir measuresf EBITDA or Adjusted
EBITDA. Further this measures not to be confusedwith Net Income(Loss), Cashprovidedby operatingactivities,or
othermeasuresf earningsr cashflows underGAAP, andis providedasasupplemento, andnotin replacementf, GAAP
measures.
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Thecalculationsof AdjustedEBITDA areasfollows (dollarsin thousands):

(P73 Years ended March 31,
2020 2019 2018
Cash provided by operating activities, GAB&sis $ 560,556 $ 560,866 $ 489,368
Plus (less):
Interest expense, net of accretion and amortization of debt
discounts and premiums 108,526 115,284 115,056
Current tax expense 8,997 26,716 38,983
Net change in assets and liabilities (5,382 (52,519 (31,125
Net change in assets and liabilities of consolidated investment
vehicles (19,395 (17,667 67,792
Net income attributable to noncontrolling interests (53,119 (36,449 (51,279
Net gains (losses) and earnings on investments 29,290 27,705 (305
Net gains (losses) on consolidated investment vehicles 16,262 (565 9,781
Other (732 (1,155 (1,047
Adjusted EBITDA $ 645,003 $ 622,224 $ 637,228

AdjustedEBITDA for theyearsendedMarch 31, 2020,2019,and2018,was$645.0million, $622.2million, and$637.2

million, respectively Theincreasen AdjustedEBITDA for theyearendedViarch31,2020,ascomparedo theyearended

March 31, 2019,wasprimarily dueto anincreasen netincome,adjustedfor non-cashtems. The decreasén Adjusted

EBITDA for theyearendedviarch31,2019,ascomparedo theyearendedMarch31,2018,wasprimarily dueto adecrease
in NetIncome,adjustedor non-castitems.

LIQUIDITY AND CAPITAL RESOURCES

As of March 31, 2020,we hadapproximately$745million in cashandcashequivalentsn excesof our working capital

andregulatoryrequirementsT heprimaryobjectiveof ourcapitalstructurdsto provideneedediquidity atall times,including

maintainingrequiredcapitalin certainsubsidiaries Liquidity andtheaccesgo liquidity areimportantto thesucces®sf our

ongoingoperations.We review our overallfunding needsandcapitalbaseon anongoingbasisto determinef the capital

basemeetgheexpectedeedf ourbusinessesDuringthis periodof heightenedincertaintyin theeconomianvironment
we remainfocusedon the preservatiorof capitalto helpusbuild andmaintainliquidity.

As previouslydiscussedpn Februaryl7,2020,we enterednto aMergerAgreementvith FranklinTempleton. TheMerger
Agreementimits our ability to takecertainactionsincluding,amongotherthings,acquiringbusinessesncurring capital
expendituresbovespecifiedthresholdsandincurringadditionaldebt.

Theconsolidatiorof variableinterestentitiesdiscusse@dbovedoesnotimpactourliquidity andcapitalresourcesHowever
we haveexecutedotal returnswaparrangementwith investorsin certainexchangaradedfunds("ETFs"),andasaresult
we receivethe investorsrelatedinvestmenigainsandlosseson the ETFsandmay be requiredto consolidateETFswith
opentotal returnswapagreementsAt March31,2020,thetotal returnswapnotionalvaluesaggregate®14.2million. If
thetotal returnswapcounterpartiesvereto terminatetheir positions L eggMasonmayinvestto supportthe ETF products.
Otherwisewe haveno rightsto the benefitsfrom, nor do we beartherisks associateavith, the assetandliabilities of the
CIVs and other consolidatedsponsorednvestmentproductsbeyondour investmentsn and investmentadvisory fees
generatedrom theseproducts,which are eliminatedin consolidation. Additionally, creditorsof the CIVs and other
consolidatedponsorednvestmeniproductshaveno recourseo our generakreditbeyondthe level of our investmentjf
any, sowe do not considertheseliabilities to be our obligations.

Ourassetgonsistprimarily of intangibleassetsgoodwill, cashandcashequivalentsinvestmensecuritiesandinvestment
advisoryandrelatedfee receivables.Our operationshavebeenprincipally fundedby equity capital,long-termdebtand
retainedearnings.At Marchi¢ ¥23120,cashandcashequivalentstotal assetslong-termdebt,net,andstockholderséquity
were$1.0billion, $8.0billion, $2.0billion and$3.8billion, respectively Total assetsncludeamountgelatedto CIVs and
otherconsolidatedponsorednvestmenproductsof $0.2billion.
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Cashand cashequivalentsare primarily investedin liquid domesticand non-domestianoney marketfunds that hold
principally domesticandnon-domestigovernmenandagencysecuritiespankdepositsandcorporatecommercialpaper
andshort-termtreasurybills. We havenot recognizedany losseson theseinvestmentsOur monitoringof cashandcash
equivalentgpartially mitigatesthe potentialthatmaterialrisks may be associatedavith thesebalances.

Thefollowing tablesummarize®ur Consolidatedstatementsf CashFlowsfor theyearsendedviarch 31 (in millions):

1% 2020 2019 2018

Cash flows provided by operating activities $ 560.6 $ 5609 $ 489.4
Cash flows used in investing activities (45.9 (36.5 (29.5
Cash flows used in financing activities (409.0 (3319 (462.3
Effect of exchange rate changes (7.3 (15.9 11.9
Net change in cash and cash equivalents 98.9 177.0 19.5
Cash and cash equivalents, beginning of period 950.8 773.8 754.3
Cash and cash equivalents, end of period $ 1,049.7 $ 950.8 $ 773.8

Cashinflows providedby operatingactivities during fiscal 2020 were $560.6million, primarily relatedto Net Income,
adjustedor non-castitems. Cashinflows providedby operatingactivitiesduringfiscal 2019were$560.9million, primarily

relatedto Net Income,adjustedfor non-cashitems,including impairmentchagestotaling $365.2million. Cashinflows

providedby operatingactivitiesduringfiscal 2018were$489.4million, primarily relatedto Net Income,adjustedor non-

cashitems,includingthe$229.0million of impairmentchagesandthe$213.7million tax benefitrecognizedn connection
with theenactmenbf the Tax Law, offsetin partby netactivity of CIVs

Cashoutflows usedin investingactivitiesduring fiscal 2020were $45.4million, primarily relatedto paymentgor fixed
assetsa minority investmentin a U.K. retirementsolutionsprovider andthe acquisitionof GramercyEurope(Jersey)
Limited ("Gramercy"),further discussedelow offsetin part by returnsof capital receivedon certaininvestmentsn
partnershipandlimited liability companiesCashoutflowsusedn investingactivitiesduringfiscal2019were$36.5million,
primarily relatedto paymentanadefor fixed assetspffsetin partby returnsof capitalreceivedon certaininvestmentsn
partnershipandlimited liability companiesCashoutflowsusedn investingactivitiesduringfiscal2018were$19.5billion,
primarily relatedto paymentanadefor fixed assetspffsetin partby returnsof capitalreceivedon certaininvestmentsn
partnershipsndlimited liability companies.

Cashoutflowsusedin financingactivitiesduringfiscal 2020were$409.0million, primarily relatedto therepaymenbof our
$250million 2.7% SeniorNotesin July 2019, dividendspaid of $138.0million, distributionsto noncontrollinginterest
holdersof $37.8million, andemployedax withholdingsby settlemenbf netsharetransaction®f $15.4million, offsetin
partbyissuancesf commonstockfor stock-basedompensatioof $44.1million. Cashoutflowsusedn financingactivities
during fiscal 2019were $331.5million, primarily relatedto the repaymenbof $125.5million of outstandingoorrowings
underourunsecuredevolvingcreditagreementasamendedrom time to time the"Credit Agreement") dividendspaid of
$114.8 million, distributionsto noncontrollinginterestholdersof $38.6 million and net redemptionsattributableto
noncontrollingnterestsn ClVsandotherconsolidateihvestmenproductof $22.2million. Cashoutflowsusedn financing
activitiesduring fiscal 2018were $462.3million, primarily relatedto the purchaseof 6.6 million sharesof our common
stockfor $253.6million throughopenmarketpurchasesthe purchaseof 5.6 million sharesof our commonstockfrom
ShandassetManagementnvestment.imited ("Shanda")for $225.5million, asfurtherdiscussedelow anddividends
paidof $102.2million, offsetin partby $125.5million of netborrowingsunderour CreditAgreemento fundthepurchase
of our sharedrom Shanda.

OnApril 3,2020,we borrowed$250million underthe CreditAgreemento provideadditionalliquidity amid heightened
uncertaintydueto the COVID-19 pandemic.We do not currentlyforeseeany needto utilize this cash butit wasdrawnas
a precautionin the eventthe economicenvironmentworsenssignificantly Basedon our currentlevel of operationswe
expecthatcashgeneratedrom our operatingactivities,togethemwith availablecashon handexcludingtheproceed®f the
CreditAgreemendrawing,will be adequatéo supportour working capitalneedsor atleastthe next12 months. Should
the economicenvironmentvorsensignificantlyandour projectionsproveincorrect,we would havethe CreditAgreement
drawdownproceedsvailablefor use. Subjectto the limitations containedn the MergerAgreementwe currentlyintend
to utilize ouravailableresource$or activitiesincluding,butnotlimited to, strategiaestructuringacquisitionsseedcapital
investmentsn newandexistingproducts andpaymentf dividends. In additionto our ordinaryoperatingcashneedswe
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anticipateothercashneedsduringthe next12 months includingthe paymentf certainseverancandretentionincentives
in connectiorwith the Merger, asfurtherdiscussedbelow

Financing Transactions
Thetablebelowreflectsour primary sourcef financing(in thousands):

Amount Outstanding at
Marchi¢ ¥231,

Type 2020 2019 Interest Rate Maturity
3.95% Senior Notes due July 2024 $ 250,000 $ 250,000 3.95% July 2024
4.75% Senior Notes due March 2026 450,000 450,000 4.75% March 2026
5.625% Senior Notes due January 2044 550,000 550,000 5.625% January 2044
6.375% Junior Subordinated Notes due March 2056 250,000 250,000 6.375% March 2056
5.45% Junior Subordinated Notes due September 2056 500,000 500,000 5.45% Sezpéesngber
2.7% Senior Notes due July 2019 i¢¥2 250,000 2.70% July 2019
Revolving credit agreeméht [PAZS i¢¥2 Eurocurrency December

Ratei¢ Ya+i¢ %21.25% 2020
0.175% annual
commitment fee

(1) $500,000availableasof March 31, 2020,subjectto the termsof the Merger Agreementhowever$250million of this amountwasdrawnin April
2020.

Long-termDebt
OnJuly 15,2019,we repaidthe $250million of 2.7% SeniorNotesdueJuly 2019, usingexistingcashresources.

RevolvingCreditAgreement

We maintainanunsecurecreditAgreementvhich providesfor a$500million multi-currencyrevolvingcreditfacility. The
revolving credit facility may be increasedoy an aggregateamountof up to $500 million, to $1.0billion, subjectto the
approvalof thelendersgexpiresin Decembe020,andcanberepaidatanytime. Thisrevolvingcreditfacility is available
to fundworking capitalneedsandfor generakorporatgurposes.Therewereno borrowingsoutstandinginderthe Credit
Agreementsof March 31, 2020. Underthetermsof the Merger Agreementwe may not borrow morethan$30 million

underthe revolving credit facility andborrowingsmustbe madein the ordinary courseof businesonsistenwith past
practice. As previouslydiscussedwith the approvalof Franklin Templeton,on April 3, 2020,we borrowed$250million

underthe CreditAgreemento provideadditionalliquidity asa precaution.

ThefinancialcovenantsindertheCreditAgreementnclude:maximumnetdebtto EBITDA ratioof 3.0to 1; andaminimum
EBITDA tointerestratioof 4.0to 1. Debtis definedto includeall obligationsfor borrowedmoney excludingnon-recourse
debtof CIVs andcapitalleases.Underthesenetdebtcovenantsour debtis reducedy theamountof our unrestricteccash
in excesof thegreatef subsidiarycashor $300million, by thelessernf 50% of theaggregat@amountof our seedcapital
investmentsr$125million, andanamounequalto 50%of ourhybrid capitalsecurities EBITDA is definedasconsolidated
net income (loss) plus/minustax expense(benefit), interestexpense depreciationand amortization,amortizationof
intangiblesanyextraordinarexpens®r lossesanynon-castthages,andcertaintransition-related¢osts asdefinedin the
agreementsAs of March 31, 2020,our netdebtto EBITDA ratiowas1.9to 1 andEBITDA to interestexpenseatio was
6.1to 1, andtherefore we havemaintainedcompliancewith the applicablecovenants.After giving effect to theApril 3,
2020drawdownundertheCreditAgreementpurnetdebtto EBITDA ratiowas2.2to 1 andour EBITDA to interestexpense
ratiowasb5.7to 1.

If ournetincomesignificantlydeclinesor if we spendouravailablecashjt mayimpactour ability to maintaincompliance
with thefinancial covenantsinderour CreditAgreement. If we determinethatour compliancewith thesecovenantsnay
beunderpressurat atime whenwe haveoutstandingborrowingsunderthis facility, wantto utilize availableborrowings,
or otherwisedesireto keepborrowingsavailable,subjectto the termsof the Merger Agreementwe may electto takea
numberof actions,includingreducingour expense orderto increaseour EBITDA, usingavailablecashto repayall or a
portionof our outstandinglebtor seekingo negotiatevith ourlenderso modify thetermsor to restructureurdebt. Using
availablecashiorepayindebtednessouldmakethecashunavailabldor otherusesandmightaffecttheliquidity discussions
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andconclusions Enteringinto anymodificationor restructuringdf our debtwould likely resultin additionalfeesor interest
payments.

OurCreditAgreements currentlyimpactedoy theratingsof two ratingagencies.Theinterestrateandannualcommitment
feeon ourrevolvingline of creditarebasedon the highercreditrating of thetwo ratingagenciesOneratingagencygives
usalower creditratingthanthe other Shouldthe otheragencydowngradeour rating, absentanupgradefrom theformer
agencyandif thereareborrowingsoutstandingindertherevolvingcreditfacility, our interestcostswill rise modestly

Other

Certainof ourassetmanagemertffiliates maintainvariouscreditfacilitiesfor generabperatingpurposesCertainaffiliates
aresubjectothecapitalrequirementsf variousregulatoryagenciesAll suchaffiliatesmettheirrespectiveapitaladequacy
requirementsluringthe periodspresented.

SeeNote 6 of Notesto ConsolidatedrinancialStatement$or additionalinformationregardingour debt.
Other Transactions

Acquisitionsand ContingentConsideration

OnApril 10,2019,ClarionPartnersacquireda majority stakein Gramercya Europearreal estatebusinesspecializingn
pan-Europeatogisticsandindustrialassets.Thetransactiorrequiredaninitial cashpaymeniof $10.2million, netof cash
acquiredwhichwaspaidusingexistingcashresourcesanda potentialcontingenconsideratiopaymentfurtherdiscussed
below

OnMay 2, 2016,we closedthetransactiorto combinePermalandEnTrust, to createEnTrustPerma(which wasrenamed
EnTrustGlobalin March2019),o0f whichwe own 65%.In connectiorwith the combinationwe incurredrestructuringand

transition-relatedoststotalingapproximatey$94million throughcompletionof theplanin June2018,approximatelyl 5%

of whichwerenon-castthages.

ContingentConsideration

TheClarionPartnerscquisitionof Gramercyprovidesor apotentialcontingentonsideratiopaymenbf uptoig3z/million
(usingtheforeignexchangeateasof April 10,2019,for thei¢¥2318llion potentialpayment) dueon thefifth anniversary
of closing.As of March 31, 2020,therelatedcontingentconsiderationiability was$3.3million.

Effective May 31, 2014,we completedhe acquisitionof QS Investors. In Decembe2018,we paid $4.3 million for the
final installmentof contingenttonsideratiorusingexistingcashresources.

OnDecembeB1,2015 Martin Currieacquirectertainassetsf PK Investmentsin DecembeR017 contingentonsideration
of $3.2million waspaidusingexistingcashresources.

SeeNotesP éhd 9 of Notesto Consolidated-inancial Statementdor additionalinformation regardingacquisitionsand
contingentconsiderationgespectively

Noncontrolling Interests

Asfurtherdescribedelow we maybeobligatedto settlenoncontrollingnterestselatedto certainaffiliates. Thefollowing
tablepresents.summanyof ouraffiliate redeemablaoncontrollingnterestxarryingvaluegin millions), excludingamounts
relatedto managemenéquity plans. Thesecarrying valuesreflect the estimatedsettlementvalues,exceptwhen such
settlemenwvaluesarelessthanthe issuanceorice, the carryingvaluereflectstheissuanceprice. The ultimatetiming and
amountof noncontrollinginterestsettlementsretoo uncertainto projectwith anyaccuracy

Clarion
EnTrust Global Partners  Other Total
Affiliate noncontr olling interests as of Mach 31, 2020 $ 379.1 $ 1336 $ 127 $ 5254

Noncontrollinginterestsof 35% of the outstandingequity of EnTrustGlobaland18% of the outstandingequity of Clarion
Partnersaresubjectto putandcall provisionsgthatmayresultin futurecashoutlays,generallystartingin fiscal 2022for both
EnTrustGlobalandClarion Partnersput subjectto earliereffectivenessn certaincircumstances.
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OnMay 10, 2019,we purchasedhe 15% equity interestin RARE Infrastructureheld by the firm's managemerteamfor

totalconsideratiomf $22.0million. Theinitial cashpaymenof $12.0million, including$1.8million of dividendsn arrears,
wasmadeon May 10, 2019, usingexistingcashresources.Half of the deferredconsideratiorwaspaidin May 2020and
theremaininghalf will bedue,subjectto certainconditionstwo yearsafterclosing.

On July 2, 2018, the corporateminority owner of RARE Infrastructureexercisedhe put option for its 10% ownership
interest. The settlemenvalueof $15.5million, alongwith $1.0million of dividendsin arrearswaspaidin October2018.

SeeNote 16 of Notesto Consolidated-inancialStatement$or additionalinformation.

Affiliate ManagementEquity Plans

In conjunctionwith theacquisitionof ClarionPartnersn April 2016,weimplementedanaffiliate managemergquityplan
thatentitlescertainkey employeef Clarion Partnerdo participatein 15% of the future growth, if any, of the enterprise
value (subjectto appropriatediscounts)subsequeni the dateof thegrant. In March 2016,we implementedan affiliate
managemenéquity plan with the managemenof Royce. Underthis managemengquity plan, as of March 31, 2020,
noncontrollinginterestequivalento 24.5%in the Royceentity havebeenissuedo its managemerteam. In addition,we
implementedan affiliate managemengquity planin March 2014,that entitlescertainkey employee<f ClearBridgeto
participatein 15%of thefuturegrowth,if any of theenterprisevalue(subjectto appropriataliscounts).

Asof March31,2020 theestimatededemptiorfair valuefor unitsundermanagemergquityplansaggregate84.7million.
Repurchasesf units grantedunderthe plansmay impactfuture liquidity requirementshowevertheamountsandtiming
of repurchasearetoo uncertainto projectwith anyaccuracy SeeNote 12 of Notesto ConsolidatedrinancialStatements
for additionalinformationregardingaffiliate managementquity plans.

ShareRepurchases

In Januan2015,our Boardof Directorsauthorizedb1.0billion for purchasesf ourcommonstock.In Decembef017,0ur
Board of Directorsapprovedthe purchaseof 5.6 million sharesof our commonstockfor $225.5million from Shanda,
utilizing the remaining$169.0million of commonstock availablefor repurchaseas authorizedin January2015, and
authorizinghepurchasef anadditional$56.5million of commorstockto completeghetransactionTheaggregatpurchases
of $225.5million waseffectively anacceleratiorof our sharerepurchas@rogramWe did notrepurchasenysharesof our
commonstockduringtheyearsendedMarch31,2020and2019,andasof March31,2020 furtherpurchasesf ourcommon
stockhavenot beenauthorizedand,without Franklin Templeton'sonsentareprohibitedby the MergerAgreemenwhile
theMergeris pending.

Futur e Outlook

As previouslydiscussedwe currentlyintendto utilize our availablecashresourcedo fund variousactivities, however
during this period of heighteneduncertaintyin the economicenvironmentandwith the Merger pending,we will remain
focusedon the preservatiorof capitalto help us build andmaintainliquidity. As of March31,2020,the $745million of
cashandcashequivalentdn excesof our working capitalandregulatoryrequirementéncludesamountsexpectedo be
usedto fund accrueccompensatiopaymentsprimarily in thefirst quarterof fiscal 2021.

StrategicRestructuring

Aspreviouslydiscussedyehaveinitiatedastrategiaestructuringo reducecosts.Weexpectoincuraggregateestructuring
costsin the rangeof $100million to $105million in connectionwith the strategicrestructuringwhich will be incurred
throughMarch2021. Themajority of therestructuringcostswill bepaidin cash.We haveincurred$80million of strategic
restructuringoststhroughMarch31,2020,andapproximately$43million of thesecostshavebeenpaidto date. We expect
to incur approximately20million to $25million of costsin fiscal 2021. SeeNote 18 of Notesto Consolidated-inancial
Statement$or additionalinformation. We expecthatthe strategiaestructuringwill resultin futureannualcostsavingsof

$100million or more,substantiallyall of whichwill becashsavings.We expecto achievehesesavingsonarunratebasis
by theendof fiscal 2021. As of March 31, 2020,we haverealizedcumulativesavingsof approximately$72 million. We

do notexpectthe Mergerto haveanimpacton the costsor savingsassociateavith our strategicrestructuring.

Short-termBorrowingsand Long-termDebt
As previouslydiscussedon April 3, 2020, we borrowed$250million underthe CreditAgreemento provide additional
liquidity amidheightenedincertaintydueto the COVID-19 pandemic.Exclusiveof theseborrowingswe donotcurrently
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expectto raiseadditionalincrementaddebtor equity financingover the next 12i¢,“2mont@ing forward, therecanbe no
assurancedf theseexpectationsgsourprojectionsouldproveto beincorrectmarketconditionanightsignificantlyworsen,
affectingour resultsof operationsandgeneratiorof availablecash,or eventsmayoccurthatrequireadditionalliquidity in
exces®f theremainingamountsavailableunderour CreditAgreementsuchasanopportunityto refinanceindebtedness,
or completean acquisition. If theseeventsresultin our operationsandavailablecashbeinginsuficient to fund liquidity
needsye mayseekio manageuravailableresourced®y takingactionssuchasreducingoperatingexpenses:educingour
expectedexpendituresn investmentsselling assetysuchas investmentsecurities) repatriatingearningsfrom foreign
subsidiariesreducingour dividend,or modifying arrangementsvith our affiliates and/oremployees.Shouldthesetypes
of actionsproveinsuficient, or shouldanacquisitionor refinancingopportunityarise,we would likely utilize borrowing
capacityunderour CreditAgreemenbr seekto raiseadditionalequity or debt.

Liquid Assets

Ourliquid assetsncludecash cashequivalentsandcertaincurrentinvestmensecurities.As of March31,2020,our total
liquid asset®f approximately$1.1billion, included$334million of cash cashequivalentsandinvestmenthieldby foreign
subsidiaries.Othernetworking capitalamountsof foreign subsidiariesverenot significant. In orderto supplementash
availablein the U.S. for generalcorporatepurposesye planto utilize up to approximately$13 million of foreign cash
annuallyoverthe nextseveralyears,andanticipatethatall of this amountwill be providedby debtservicepaymentsdby
foreignaffiliates. No furtherrepatriationof foreignearningss currentlyplanned.

Other
In conjunctionwith the acquisitionof Clarion Partnersye committedto provide $100million of seedcapitalto Clarion
Partnergroducts.

In January2016,we acquireda minority equity positionin Precidianinvestmentsl.LC ("Precidian").Underthe termsof

the transactionwe acquiredseriesB preferredunits of Precidianthat entitle us to approximately20% of the voting and
economicinterestsof Precidian,along with customarypreferredequity protections. Precidianhas executedlicense
arrangementwith variousfinancialinstitutionsto usetheActiveSharesigtéduct. OnJanuary?21,2020,we providednotice
of ourintentto convertour preferredunitsto 75% of the commonequity of Precidianon a fully diluted basis,subjectto

satisfactiorof certainclosingconditionswithin the nine monthsfollowing our notice. We planto usecashon handfor the
related$25million payment.

Credit and Liquidity Risk

Cashandcashequivalentepositsnvolve certaincreditandliquidity risks. We maintainour cashandcashequivalentsvith
anumberof high quality financialinstitutions funds,andour affiliates andfrom time to time mayhaveconcentrationsvith
oneor moreof thesdnstitutions. Thebalancesvith thesdinancialinstitutionsor fundsandtheircreditqualityaremonitored
onanongoingbasis.

Off-Balance SheetArrangements

Off-balancesheetrrangementssdefinedbytheSEC includecertaincontractuahrrangemengsursuantowhichacompany
hasanobligation,suchascertaincontingenbbligations certainguaranteeontractsretainedor contingeninterestin assets
transferredo anunconsolidatedntity, certainderivativeinstrumentsor materialvariableinterestsn unconsolidatedntities

that provide financing, liquidity, marketrisk or credit risk support. Disclosureis requiredfor any off-balancesheet
arrangementthathave or arereasonabljikely to have amaterialcurrentor futureeffectonourfinancialcondition,results
of operationsliquidity or capitalresourcesWe generallydo notenterinto off-balancesheetarrangementssdefined other

thanthosedescribedn the ContractualObligationssectionthat follows, Consolidationdiscussedn Critical Accounting

PoliciesandNotesl;aad20 of Notesto ConsolidatedrinancialStatementsandDerivativesandHedgingdiscussedéh Notes

1 and17 of Notesto ConsolidatedrinancialStatements.
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CONTRACTUAL AND CONTINGENT OBLIGA TIONS

We havecontractuabbligationsto makefuturepaymentsprincipallyin connectiorwith ourlong-termdebt,non-cancelable
leaseagreementandserviceagreementsSeeNotes§;, 3; and9 of Notesto ConsolidatedrinancialStatementfor additional
disclosureselatedto our commitments.

Thefollowing tablesetsforth thesecontractuabbligations(in millions) by fiscal year andexcludesontractuabbligations
of CIVs andotherconsolidategponsorednvestmenproducts aswe arenotresponsibler liable for theseobligations:

2021 2022 2023 2024 2025 Thereafter Total

Contractual Obligations [PAZ: [PRZ} 1Yz 1¢%2 1¢%2
Long-term borrowings by contract

maturity $ T i ii$  i¢$ 2500 $ 1,750.0 $2,000.0
Interest on long-term borrowings and

credit facility commitment fees 106.1 1054 1054 105.4 1004 1,961.6 2,484.3
Minimum rental and service

commitments 135.7 1105 93.9 77.9 31.2 29.0 478.2
Contributions to pension pl&h 2.9 2.9 2.9 2.9 4.6 ¢ Ve 16.2
Total contractual obligatioffs 2447 218.8 202.2 186.2  386.2 3,740.6  4,978.7
Contingent payment related to business

acquisition 1Y i¢Y2 [PAZ} i¢Y2 3.7 [PAZ} 3.7
Total Contractual and Contingent

Obligations®®® $ 2447 $2188 $ 202.2 $ 186.2 $389.9 $ 3,740.6 $4,982.4

(1) Representsontributionsto be madeby Martin Currieto its legacypensionplan on anannualbasisthroughMay 2024, with afinal paymentdue
November2024 (usingthe exchangeateasof March 31, 2020for thei¢, %8llion annualcommittedcontributionamountandthei¢ %2Indllion
final paymentamount).

(2) SeeNote21of Notesto ConsolidatedrinancialStatementgor informationregardings250million borrowedunderour CreditAgreemenbnApril
3,2020.

(3) Thetableabovedoesnotincludeapproximately$16.4¢Y2milliorcapitalcommitmentgo investmenpartnershipn whichwe arealimited partner
which will be outstandingpr fundedasrequired throughthe endof the commitmentperiodsrunningthroughfiscal 2029or $100million of co-
investmentommitmentassociatedvith the Clarion Partnersacquisition.

(4) Thetableabovedoesnotincludeamountsfor uncertaintax positionsof $55.5million (netof the federalbenefitfor statetax liabilities), because
thetiming of anyrelatedcashoutflows cannotbereliably estimated.

(5) Thetableabovedoesnotincluderedeemabl@oncontrollinginterestgelatedto minority equityinterestsn our affiliates andaffiliate management
equityplanswith key employee®f ClarionPartnersandClearBridgetotaling$597.3million asof March31,2020,becaus¢hetiming andamount
of anyrelatedcashoutflows cannotbe reliably estimated.Redeemabl@oncontrollinginterestsof CIVs of $117.1million asof March31, 2020,
arealsoexcludedrom thetableabovebecauseve haveno obligationsin relationto theseamounts.Potentialobligationsarisingfrom theultimate
settlemenbf awardsundertheaffiliate managemergquityplanwith key employee®f Roycearealsoexcludeddueto theuncertaintyof thetiming
and amountsultimately payable. SeeNote 12 of Notesto Consolidatedrinancial Statementdor additionalinformation regardingaffiliate
managemengquity plans.

MARKET RISK

We maintainanenterpriseisk managememrogramto overseeindcoordinaterisk managemenrdctivitiesof LeggMason
andits subsidiaries Undertheprogramcertainrisk activitiesaremanagedatthesubsidiaryjlevel. Thefollowing describes
certainaspect®f our businesghataresensitiveto marketrisk.

Revenuesand Net Income

The majority of our revenueds calculatedrom the marketvalue of our AUM. Accordingly, a declinein the valueof the
underlyingsecuritieswill causeour AUM, andthusour revenuesto decreaseln addition,our fixed incomeandliquidity

AUM aresubjectto theimpactof interestratefluctuations asrising interestratesmay tendto reducethe marketvalue of

bondsheldin variousmutualfund portfolios or separatelynanagedccounts.In the ordinarycourseof our businessywe
mayalsoreduceor waiveinvestmenmanagemerfees,or limit totalexpensesyn certainproductsor servicedor particular
time periodgo managdundexpensexr for otherreasonsandto helpretainorincreasenanagedssetsMarketconditions,
suchaslow interestrate environmentsmay lead us to take suchactions. Performancdeesmay be earnedon certain
investmentadvisory contractsfor exceedingperformancebenchmarksand strongmarketstendto increasethesefees.
Declinesin marketvaluesof AUM will resultin reducedieerevenuesaindnetincome. We generallyearnhigherfeeson
alternativeassetandequity assetshanfeeschagedfor fixed incomeandliquidity assets.Declinesin marketvaluesof
AUM in theseassetlassewvill haveagreateiimpactonourrevenues.n addition,underrevenuesharingarrangementsr
other arrangementscertain of our affiliates retain different percentage®f revenuesto cover their costs, including
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compensatiomrandour affiliates operateat differentlevelsof maigins. Our netincome profit maigin andcompensatiors
apercentagef operatingrevenuesareimpactedoasedon which affiliates generateur revenuesanda changein AUM at
onesubsidiancanhaveadramaticallydifferenteffectonourrevenuesndearningshananequakhangetanothesubsidiary

Investments
Ourinvestmentsarrecomprisedf investmentsecuritiesjncluding seedcapitalin sponsoreanutualfundsandinvestment
products/imited partnershipslimited liability companiegndcertainotherinvestmenproducts.

CurrentinvestmentsexcludingClVs, subjectto risk of securityprice fluctuationsare summarizedn the tablebelow (in
thousands):

2020 2019
Investment securities, excluding CIVs:
Investments relating to long-term incentive compensation plans $ 210,891 $ 211,802
Seed capital investments 108,733 132,515
Equity method investments relating to long-term incentive compensation plans 5,287 11,184
Other current investments 13,983 21,628
Total current investments, excluding CIVs $ 338894 $ 377,129

Currentinvestmentf $216.2million and$223.0i¢Y2mill@mMarchi¢ 23020 and 2019, respectivelyrelateto long-term

incentiveplanswhich will haveoffsettingliabilities at the endof the respectivevestingperiods, but for which the related

liabilities may not completelyoffsetat the endof eachreportingperioddueto vestingprovisions. Therefore fluctuations
in the marketvalueof thesetradinginvestmentswill impactour compensatioexpensenon-operatingncome(expense)
and,dependentn the vestingprovisionsof the plan,our netincome.

Approximately$108.7million and$132.5million of currentinvestmentstMarchi¢, ¥48120and2019 respectivelyareseed
capitalinvestments$n sponsoreanutualfundsandotherinvestmenproductsandvehiclesfor whichfluctuationsin market
value will impact our non-operatingncome (expense). Of theseamounts the fluctuationsin marketvalue relatedto
approximately$11.6 million and$27.2million of seedcapitalinvestmentsasof Marchi¢¥23020and 2019, respectively
have offsetting compensatiorexpenseunderrevenuesharearrangements.The fluctuationsin marketvalue relatedto
approximately$54.5million and$89.6million in seedcapitalinvestmentsasof Marchi¢, ¥43120and2019,respectivelyare
substantiallyffsetby gains(lossespnmarkethedgesandthereforedonotmateriallyimpactNetincome(Loss)Attributable
to LeggMason,i¢ Yzl8eedcapitalinvestmentarenotliquidatedbeforetherelatedfund establishea trackrecord hasother
investorspr adecisionis madeto no longerpursuethe strategy

Approximately$6.1million and$8.4million of othercurreninvestmentatMarch31,2020and2019 respectivelyrepresent
noncontrollinginterestsaassociatedvith consolidatedeedcapitalinvestmentgroducts Fluctuationsn themarketvalueof
theseinvestmentwill notimpactNetIncome(Loss)Attributableto LeggMason,Inc. However they mayhaveanimpact
on non-operatingncome (expensewith a correspondingoffsetin Net income attributableto noncontrollinginterests.
Fluctuationsin the marketvalue of $7.3 million and $12.8 million of the remainingother currentinvestmentsn each
respectiveperiodhaveoffsettingcompensatioexpensainderrevenuesharearrangements.

NoncurrentinvestmentsexcludingCIVs, subjectto risk of securityprice fluctuationsaresummarizedn the tablebelow
(in thousands):

2020 2019
Noncurrent investments, excluding CIVs:
Equity method investments $ 64,049 $ 62,998
Adjusted cost investments 19,729 12,245
Total noncurrent investments, excluding CIVs $ 83778 $ 75,243

Investmentsecuritiesof ClIVs totaled$118.8 million and $138.0i¢Y2millasof Marchi¢ 23020 and 2019, respectively
Fluctuationsin the marketvalue of investmentf CIVs in excesf our equity investmentwill notimpactNet Income
(Loss)Attributableto LeggMason,i¢ Y2lHowever it mayhaveanimpacton non-operatingncome(expensedf CIVs with
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acorrespondingffsetin Netincomeattributableo noncontrollingnterests As of Marchi¢, ¥43120and2019 ,we heldequity

investmentdn theCIVs of $28.4and$43.7million, respectively As of March31,2020and2019 fluctuationsin themarket
valueof approximately$26.7million and$32.0million, respectivelyof theseequityinvestmentsn CIVs aresubstantially
offsetby gains(losses)n markethedgesandthereforedo not materiallyimpactNet Income(Loss)Attributableto Legg

Mason,i¢ Y%lRtuctuationsn the marketvalueof theremaining$1.7million and$11.7 million in eachrespectivegeriodof

equityinvestmentsn CIVs will impactour non-operatingncome(expense).

Valuationof investmentss describedelowwithin Critical AccountingPoliciesunderthe heading'Valuationof Financial
Instruments."SeeNotesliand 17 of Notesto Consolidated-inancialStatement$or furtherdiscussiorof derivatives.

Thefollowing is a summaryof the effect of a 10% increaseor decreasén the marketvaluesof our financialinstruments
subjectto marketvaluationrisksat March 31, 2020(in thousands):

Fair Value Fair Value
_ Assuming a Assuming a
Carrying Value 10% Increase 10% Decrease
Current investments, excluding CIVs:
Investments relating to long-term incentive
compensation plans $ 210,891 $ 231,980 $ 189,802
Seed capital investments 108,733 119,606 97,860
Equity method investments relating to long-term
incentive compensation plans 5,287 5,816 4,758
Other investments 13,983 15,381 12,585
Total current investments, excluding CIVs 338,894 372,783 305,005
Investments in CIVs 28,397 31,237 25,557
Non-current investments, excluding CIVs:
Equity method investments 64,049 70,454 57,644
Adjusted cost investments 19,729 21,702 17,756
Total investments subject to market risk $ 451,069 $ 496,176 $ 405,962

Gainsandlossegelatedto investmentsn deferredcompensatioplansaredirectly offsetoverthefull vestingperiodby a
correspondingdjustmento compensatioexpensandrelatediability. In addition investment# proprietaryfundproducts
andinvestmentsn CIVs totaling approximately$81.2million havebeeneconomicallyhedgedo limit marketrisk. As a
result,a 10%increaseor decreasén the unrealizedmarketvalueof our financialinstrumentssubjectto marketvaluation
risksin thetableabovewouldresultin a$12.3million increaseor decreasén pre-taxearningsattributableto LeggMason,
Inc. asof March31,2020.

In addition,we haveenterednto varioustotal returnswaparrangementwith respecto certainETFsthatwe sponsomwith

notionalamountgotaling $14.2million asof March 31, 2020. Underthe termsof eachtotal returnswap,we receivethe
relatedgainsandlossesontheinvestorsunderlyingshareof the ETFs,however we haveexecuteduturescontractswith

notionalamountgotaling$6.1million to limit marketrisk relatedto thetotal returnswaps.As aresult,a 10%increaseor

decreasén the underlyingsharesof the ETFswould resultin an additional$0.8 million increaseor decreasén pre-tax
earningsattributableto LeggMason,Inc. asof March31,2020.

Also, asof March31,2020and2019,cashandcashequivalentsncluded$594.5million and$556.2million, respectively
of moneymarketfunds.

Foreign ExchangeSensitivity

We operateprimarily in the U.S., but provide services garnrevenuesandincur expensesutsidethe U.S. Accordingly,
fluctuationsin foreignexchangeatesfor currenciesprincipally in Australia,theU.K., Brazil, SingaporeJapanandthose
denominatedh theeuromayimpactourAUM, revenuesexpenses;omprehensivincomeandnetincome. We andcertain
of our affiliates haveenterednto forward contractso managea portion of the impactof fluctuationsin foreignexchange
rateson their resultsof operationsWe do not expectforeign currencyfluctuationsto havea materialimpacton our net
incomeor liquidity.
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Inter estRate Risk
Our exposurdo interestratechangess substantiallymitigatedasour outstandindong-termdebitis atfixed interestrates.

SeeNoteR, &t Notesto ConsolidatedinancialStatement$or additionaldiscussiorof debt.

Effects of Inflation

Therateof inflation candirectlyaffectvariousexpensesncludingemployee&ompensatiorgommunicationandtechnology
andoccupancywhichmaynotbereadilyrecoverablén chagesfor servicegprovidedby us. Further to theextentinflation
adverselyaffectsthe securitiesmarkets,it mayimpactrevenuesandrecordedntangibleassetandgoodwill values. See
discussiorof "Market Riski¢ YRgMenuesaand Net Income(Loss)" and"Critical AccountingPoliciesi¢, WiigdagibleAssets
andGoodwill" previouslydiscussed.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Accountingpoliciesareanintegralpartof thepreparatiomf ourfinancialstatements accordanceith accountingprinciples
generallyacceptedn theUnited Stateof America. Understandinghesepolicies thereforejs akeyfactorin understanding
our reportedresultsof operationsandfinancial position. SeeNotell, & Notesto ConsolidatedrinancialStatementsor a
discussiorof our significantaccountingpoliciesandotherinformation. Certaincritical accountingpoliciesrequireusto
makeestimatesindassumptionthataffecttheamountof assetdljabilities, revenuesndexpenseseportedn thefinancial
statementsDueto their nature estimatesnvolve judgmentbaseduponavailableinformation. Therefore actualresultsor
amountoulddiffer from estimatesindthedifferencecouldhaveamateriaimpactontheconsolidatedinancialstatements.

We considerthe following to be our critical accountingpoliciesthatinvolve significantestimate®r judgments.

Consolidation

In the normalcourseof our businessye sponsorandmanagevarioustypesof investmentproducts.For our serviceswe
areentitledto receivemanagemerfeesandmaybeceligible, undercertaincircumstancesp receiveadditionalsubordinate
managemerfeesor otherincentivefees.Our exposurdo risk in theseentitiesis generallylimited to anyequityinvestment
we havemadeor arerequiredto make,andanyearnedutuncollectednanagemerfees,excepthosefor whichtotalreturn
swaparrangementsavebeenexecutedfor whichadditionalrisksarediscussedbelow Uncollectednanagemerfeesfrom
managednvestmentproductswere not materialas of March 31, 2020, we havenot issuedany investmentperformance
guaranteeto theseinvestmenproductsor their investors andwe did not sell or transferassetdo any of theseinvestment
products. In accordancevith financialaccountingstandardsye consolidatecertainsponsorednvestmenproductssome
of which aredesignatedsCIVs. Thefinancialinformationof certainconsolidatedCIVs is includedin our Consolidated
FinancialStatementsn ai¢, Y2three-mdanjtibaseduponthe availability of theinvestmenfproduct'sinancialinformation.

Certaininvestmenproductsvesponsoandmanagereconsideredo bevariableinteresentities("VIEs") (furtherdescribed
below)while othersareconsideredo bevoting rightsentities(i¢, ¥2VRESsigdgcto traditionalconsolidatiorconceptdbased
onownershigrights.We mayfundtheinitial cashinvestmentn certainVRE investmenproductgo generat@ninvestment
performancerack recordin orderto attractthird-partyinvestorsin the product. Our initial investmentn a new product
typically representd00%of the ownershipin thatproduct. As further discussedbelow thesei¢ Yosampitalinvestmentsi¢ ¥z
areconsolidatedislong aswe maintaina controlling financialinterestin the product,but theyarenot designateésCIVs
unlesstheinvestments longerterm.

A VIE is anentity which doesnot haveadequatequity to financeits activitieswithout additionalsubordinatedinancial
supportprtheequityinvestorsasagroup,donothavethenormalcharacteristicef equityinvestordor apotentialcontrolling
financialinterest. We mustconsolidateany VIE for whichwe aredeemedo bethe primary beneficiary

Underconsolidationaccountingguidancejf limited partnersor similar equity holdersin a sponsorednvestmentvehicle

structuredasalimited partnershipr a similar entity do not haveeithersubstantivenvestorrightsto replacethe manager
(kick-outrights)or substantivgarticipatiorrightsoverthegenerapartnertheentitiesareVIEs. As asponsoandmanager
of aninvestmenwehicle,we maybe deemedidecisionmakerundertheaccountingguidance.If thefeespaidto adecision
makeraremarket-basedsuchfeesarenot consideredrariableinterestsn a VIE. Market-basedeesarethosefeeswhich

arebothcustomaryandcommensuratwith thelevel of effort requiredfor theservicegprovided. Additionally, if employee
interestan a sponsorednvestmentehiclearenot madeto circumventthe consolidatiorguidanceandarenot financedby

the sponsorthey are not includedin the variableinterestsassessmengnd are not includedin the primary beneficiary
determination.
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A decisiormakeris deemedo beaprimarybeneficiaryof aVIE if it hasthepowerto directactivitiesthatmostsignificantly
impactthe economigperformancef the VIE andtheobligationto absorblossesor receivebenefitsfrom variableinterests
that could be significantto the VIE. In determiningwhetherwe arethe primary beneficiaryof a VIE, we considerboth
gualitativeandquantitativefactorssuchasthe voting rights of the equity holders guaranteesgndimplied relationshipslf
afeepaidto adecisionmakeris not market-basedt will beincludedin the primarybeneficiarydetermination.

Wehaveenterednto varioustotalreturnswaparrangementsith financialintermediariesvith respecto certainLeggMason
sponsoredETFs. Underthetermsof thetotal returnswapswe absorball of therelatedgainsandlosseson theunderlying
ETFinvestmentsfthesdinancialintermediariesandthereforehavevariableinterestsn therelatedundsand,if significant,
may be deemedthe primary beneficiary Accordingly, we consolidateETF's with significant open total return swap
arrangements.

SeeNotesl and20 of Notesto ConsolidatedrinancialStatement$or additionaldiscussiorof CIVs andotherVIEs.

RevenueRecognition

EffectiveApril 1,2018,we adoptedupdatedaccountingguidanceon revenugecognitionon amodifiedretrospectivdasis
for any contractsthat were not completeasof the April 1, 2018adoptiondate.The updatedguidanceprovidesa single,
comprehensiverevenuerecognition model for all contractswith customers,improves comparability and removes
inconsistencies revenueaecognitionpracticesacrossentities,industriesjurisdictions,andcapitalmarkets. Theguidance
also specifiesthe accountingfor certaincoststo obtainor fulfill a contractwith a customerand revisesthe criteria for
determiningf anentityis actingasa principalor agentin certainarrangements he adoptionof the updatedyuidancedid
notresultin significantchangeso our prior revenuegecognitionpracticesexceptfor thetiming of therecognitionof certain
performancendincentivefees thecapitalizatiorandamortizationof certainsalescommissiongor separateccountsand
the netpresentatiorof certainfund expenseeimbursements/hich werepreviouslypresenten a grossbasis. Eachof
thesechangedo our previousrevenuerecognitionpracticess furtherdiscussedbelow

We primarily earnrevenuedby providinginvestmenmanagemergervicesaanddistributionandshareholdeservicesor our

customersyhich aregenerallyinvestmentfundsor the underlyinginvestorsin separatelynanagedccounts.As further

discussedelow revenuegalculatedbasedon the valueof the investmentsindermanagementleterminethe transaction
price recognizedvhenobligationsunderthe termsof contractsawith customersaresatisfied which is generallyovertime

astheservicesarerendered.

Valuation of AUM

We haveresponsibilityfor the valuationof AUM, substantiallyall of which is basedon observablemarketdatafrom
independenpricing servicesfund accountingagentscustodian®r brokers. Theunderlyingsecuritieswithin theportfolios
we managewhich arenot reflectedwithin our consolidatedinancial statementsaregenerallyvaluedasfollows: (i)i¢,%with
respectto securitiesfor which marketquotationsare readily available,the marketvalue of suchsecurities;and (ii)i¢ Y2with
respecto othersecuritiesandassetsfair valueasdeterminedn goodfaith.

As of March 31, 2020, equity, fixed income,alternativeandliquidity AUM valuesaggregate&161billion, $420billion,
$75billion, and$75billion, respectively As the majority of our AUM is valuedby independenpricing servicesbasedn
observablemarketpricesor inputs,we believemarketrisk is the mostsignificantrisk underlyingthe value of our AUM.
Economiceventsandfinancialmarketturmoil haveincreasednarketpricevolatility; howeverasfurtherdiscussedelow
thevaluationof thevastmajority of the securitiesheld by our fundsandin separat@ccountontinuego bederivedfrom
readily availablemarketprice quotations. As of March 31, 2020, approximately9% of total AUM is valuedbasedon
unobservablénputs,the majority of which is relatedto our realestatefundsdiscussedbelow

For mostof our mutual funds and other pooled products their boardsof directorsor similar bodiesare responsiblefor

establishingpoliciesand procedureselatedto the pricing of securities. Eachboardof directorsgenerallydelegateshe
executionof thevariousfunctionsrelatedto pricing to afund valuationcommitteewhich, in turn, mayrely oninformation
from variouspartiesin pricing securitiesuchasindependenpricing servicesthefund accountingagentthefund manager
brokerdealersandothers(or acombinatiorthereof). Thefundshavecontrolsreasonablylesignedo ensurghattheprices
assignedo securitiegheyhold areaccurateManagemenhasestablishegboliciesto ensureconsistencyn the application
of revenueecognition.
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Asmanageandadvisorfor separataccountswearegenerallyresponsibléor thepricingof securitiedeldin clientaccounts
(or may sharethis responsibilitywith others)andhaveestablishegboliciesto governvaluationprocessesimilar to those
discussedboveor mutualfundsthatarereasonablgesignedo ensureonsistencyn theapplicatiorof revenueecognition.
Managementeliesextensivelyon the dataprovidedby independenpricing servicesandthe custodiansn the pricing of
separat@accountAUM. Separat@ccountustomersypically selectthe custodian.

Valuationprocesse$or AUM are dependenbn the natureof the assetsaand any contractualprovisionswith our clients.
Equity securitiesundermanagemerfor which marketquotationsareavailableareusuallyvaluedat the lastreportedsales
priceor official closingprice onthe primary marketor exchangeon which theytrade. Debtsecuritiesundermanagement
areusuallyvaluedatbid, or themearbetweerthelastquotedbid andaskedprices providedby independenpricing services
thatarebasedntransactiong debtobligationsquotationgrom bonddealersmarketiransactiongn comparableecurities
andvariousotherrelationshipbetweersecurities Short-terndebtobligationsaregenerallyvaluedatamortizedcost,which
approximategair value. The majority of our AUM is valuedbasedon datafrom third partiessuchasindependenpricing
servicesfund accountingagentscustodiangandbrokers. This variesslightly from time to time baseduponthe underlying
compositionof theassetlass(equity, fixed income alternative andliquidity) aswell astheactualunderlyingsecuritiesn
the portfolio within eachassetlass. Regardlessf the valuationprocessor pricing source we haveestablisheaontrols
reasonablylesignedo assesshereasonablenessd the pricesprovided.

Wheremarketpricesare not readily available,or are determinednot to reflect fair value,value may be determinedn
accordancevith establishedaluationproceduredasedn,amongotherthings,unobservabl@nputs. Themostsignificant
portionof ourAUM for which thefair valueis determinedasedn unobservabléputsarecertainof our realestatgfunds.
Thevaluesof realestatenvestmentarepreparedyiving considerationo theincome costandsalescomparisorapproaches
of estimatingpropertyvalue. Theincomeapproachestimatesanincomestreamfor a propertyanddiscountghis income
plusareversion(presumedale)into a presentvalueatarisk adjustedrate. Yield ratesandgrowthassumptionsitilized in
this approacharederivedfrom markettransactionsswell asotherfinancial andindustrydata.The discountrateandthe
exit capitalizationrateare significantinputsto thesevaluations.Theseratesare basedon the location,type andnatureof
eachproperty and currentand anticipatedmarketconditions. The costapproachestimateshe replacementostof the
building lessphysicaldepreciatiorplusthelandvalue. The salescomparisorapproacltomparesecentransactionso the
appraisedroperty Adjustmentsare madefor dissimilaritieswhich typically providea rangeof value. Many factorsare
also consideredn the determinationof fair value including, but not limited to, the operatingcashflows and financial
performancef thepropertiespropertytypesandgeographitocationsthephysicalconditionof theassetprevailingmarket
capitalizationrates,prevailing marketdiscountrates,generaleconomicconditions,economicconditionsspecificto the
marketin which the assetsare located,and any specificrights or termsassociatedvith the investment. Becauseof the
inherentuncertaintiesf valuation thevaluesmaymateriallydiffer from thevalueghatwouldbedeterminedy negotiations
heldbetweemartiesin a saletransaction.

InvestmentAdvisoryFees

We earninvestmenadvisoryfeeson assetsn separatelynanage@ccountsinvestmenfunds,andotherproductamanaged
for our clients.Generallyinvestmentnanagemergervicesarea singleperformancebligation,astheyincludea seriesof
distinct servicesthat are substantiallythe sameand aretransferredo the customerover time usingthe sametime-based
measuref progress.Investmenimanagemergervicesaresatisfiedovertime asthe customessimultaneouslyeceivesand
consumeshe benefitsasthe advisoryservicesareperformed.

Separaté\ccountandFundsAdvisory Fees

Separataccounandfundsadvisoryfeesarevariableconsiderationvhichis primarily basedn predeterminegercentages
of thedaily, monthlyor quarterlyaveraganarketvalueof theAUM, asdefinedin theinvestmenmanagemerdgreements.
Theaveragemarketvalueof AUM is subjectto changéasedn fluctuationsandvolatility in financialmarketsandassuch,
separataccountindfundsadvisoryfeesareconstrainedintil theendof themonthor quartemwhentheactualaveragenarket
valueof theAUM is knownanda significantrevenuereversals nolongerprobable. Therefore separateccountandfund
advisoryfeesareincludedin the transactionprice and allocatedto the investmentmanagemenservicesperformance
obligationat the end of eachmonthly or quarterlyreportingperiod,asspecifiedin the investmentmanagementontract.
Paymentfor servicesunderinvestmentmanagementontractsis due oncethe variable consideratioris allocatedto the
transactiorprice,andgenerallywithin 30 days. Recognitionof separat@accountandfundsadvisoryfeerevenuaunderthe
updatedyuidances consistentvith our prior revenuerecognitionprocess.
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PerformancendincentiveFees

Performancandincentivefeesarevariableconsideratiothatmaybe earnedn certaininvestmentnanagemerntontracts
for exceedingperformancebenchmarkn a relative or absolutebasisor for exceedingcontractualreturn thresholds.
Performancandincentivefeesareestimatedttheinceptionof a contracthoweverarangeof outcomess possibledueto
factorsoutsidethe control of theinvestmenimanagerparticularlymarketconditions. Performancendincentivefeesare
thereforeexcludedrom thetransactiorpriceuntil it becomegprobablethata significantreversain the cumulativeamount
of revenueecognizeavill notoccur A portionof performancendincentivefeesareearnedasedn 12-monthperformance
periodsthatendin differing quartersduringtheyear with a portionalsobasecn quarterlyperformanceeriods. We also
earnperformanceand incentivefeeson alternativeand certain other productsthat lock at the earlier of the investoiigy2
terminationdateor the liquidation of thefund or contract,in multiple-yearintervals,or specificevents suchasthe saleof
assetsForcertainof theseproductsperformancandincentivefeesmayberecognizedsrevenuesarlierundertheupdated
guidancehanunderprior revenuerecognitionpracticeswhich deferredrecognitionuntil all contingenciesvereresolved.
Any suchperformancendincentivefeesrecognizedorior to theresolutionof all contingenciesirerecordedasa contract
assein Othercurrentasset®r Othernon-currenfissetsn the ConsolidatedalanceSheet.

FeeWaiversandFundExpenseReimbursements

We maywaive certainfeesfor investorsor mayreimburseour investmentundsfor certainoperatingexpensesvhensuch
expensegxceeda certainthreshold. Feewaiverscontinueto bereportedasa reductionin advisoryfeerevenueunderthe
updatedguidance.Underprior accountingguidancefund expenseeimbursements excesf recognizedevenuewere
recordedasOtherexpenseén the Consolidatedstatementsf Income. Underthe updatedaccountingguidancethesefund
expensaeimbursementthat exceedhe recognizedevenuerepresent changen the transactiorprice andaretherefore
reportedasareductionof Investmentadvisoryfees- Fundsin the Consolidatedstatementsf Income.

Distribution and ServiceFeesRevenueand Expense

Distributionandservicefeesarefeesearnedrom fundsto reimbursethe distributorfor the costsof marketingandselling
fund sharesandaregenerallydeterminedasa percentagef client assetsReportecamountsalsoincludefeesearnedrom
providingclientor shareholdeservicing,includingrecordkeepingor administrativeservicego proprietaryfunds,andnon-
discretionaryadvisoryservicedor assetainderadvisement.Distribution andservicefeesearnedon company-sponsored
investmentundsarereportedasrevenue.Distributionservicesandmarketingservicesareconsideredsingleperformance
obligationasthesucces®f sellingtheunderlyingsharess highly dependentiponthe salesandmarketingefforts. Ongoing
shareholdeservicingis a separatg@erformancebligationastheseservicesarenot highly interrelatecandinterdependent
onthesaleof theshares.Feesearnedelatedto distributionandshareholdeservingareconsidered/ariableconsideration
becaus¢heyarecalculatechasedntheaveragenarketvalueof thefund. Theaveragenarketvalueof thefundis subject
to changebasednfluctuationsandvolatility in financialmarketsandassuch distributionandshareholdeservicefeesare
generallyconstrainedintil theendof themonthor quartemwhentheactualmarketvalueof thefundis known,andtherelated
revenuds no longersubjectto a significantreversal. Therefore distributionandservicefeesaregenerallyincludedin the
transactiorpriceattheendof eachmonthlyor quarterlyreportingperiodandareallocatedo thetwo performancebligations
basedon the amountspecifiedin eachagreement.While distributionservicesarelargely satisfiedat the inceptionof an
investmentthe ultimateamountf revenuearesubjectto thevariableconsideratiortonstraint. Accordingly, a portion of
distributionandservicerevenuewill berecognizedn periodssubsequertb the satisfactiorof the performancebligation.

Certainfundshareclasse®nly chagefor distributionservicesattheinceptionof theinvestmenbasednafixed percentage
of theshareprice. Thisfixed priceis allocatedo the performancebligation,whichis substantiallysatisfiedat the time of
theinitial investment.

Recognitiorof distributionandservicdeerevenuaindertheupdatedjuidances consistenivith ourprior revenueecognition
process.

When we enterinto arrangementsvith brokerdealersor other third partiesto sell or marketproprietaryfund shares,
distributionandservicingexpenses accruedor theamountowedto third parties,ncludingfinders'feesandreferralfees
paid to unafiliated brokerdealersor introducing partiesand is recordedas Distribution and servicing expensein the
Consolidatecstatementsf Income. Distributionandservicingexpensealsoincludespaymentgo third partiesfor certain
shareholdeadministrativeservicesandsub-advisoryeespaidto unafiliated assetmanagers.
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ContractCostsand Deferred SalesCommissions

We incur ordinarycoststo obtaininvestmenmanagementontractsandfor servicegrovidedto customersn accordance
with investmenmanagemerdgreementsThesecostsancludecommissiongpaidto wholesalersemployeesndthird-party
brokerdealersandadministratiorandplacementees. Dependingn thetypeof servicegrovided thesefeesmaybepaid
atthetime the contractis obtainedor on anongoingbasis. Underthe updatedyuidance coststo obtaina contractshould
becapitalizedf thecostsareincrementahndwould nothavebeenincurredif thecontracthadnotbeenobtainedandcosts
to fulfill the contractshouldbe capitalizedf theyrelatedirectly to a contractthe costswill generater enhanceesources
of theentity thatwill beusedin satisfyingperformancebligationsin thefuture,andthe costsareexpectedo berecovered.
Consistentith prior accountingproceduresiund launchcostsjncludingorganizationandunderwritingcosts placement
feesandcommissiongpaidto employeeswholesalerandbrokerdealerdor salesof fund sharesareexpensedsincurred,
asthesecostswouldbeincurredregardlessf theinvestor However commissiongaidto employeesndretailwholesalers
in connectiorwith thesaleof retail separataccountareconsideredncrementalasthesefeesrelateto obtaininga specific
contractarecalculatedbasedn specificratesandarerecoverabléhroughthe managemenfeesearnedcandaretherefore
capitalizedundertheupdatedaccountingyuidance Suchcommissionsvereexpensedsincurredunderourprioraccounting
practices. Capitalizedsalescommission@reamortizedbasedon the transferof servicego which the assetselate,which
averagedour years.

Commissiongve payto financialintermediariesn connectiornwith salesof certainclasse®f company-sponsoredutual
fundsare capitalizedas deferredsalescommissionsThe assetis amortizedover periodsnot exceedingsix years,which
representheperiodsduringwhichcommissionsregenerallyrecoveredrom distributionandservicefeerevenuesndfrom
contingentdeferredsaleschages("CDSC") receivedfrom shareholdersf thosefundsuponredemptionof their shares.
CDSCconsideratioris generallyvariableandis basednthetiming of wheninvestorsedeentheirinvestment.Therefore,
thevariableconsideratioris includedin thetransactiorpriceoncetheinvestorgedeentheirshareandis satisfiedatapoint
intime. CDSCreceiptsarerecordedisdistributionandservicefeerevenuevhenreceivedandareductiorof theunamortized
balanceof deferredsalecommissionswith acorrespondingxpenselUndertheupdatedaccountingyuidancel.eggMason
haselectedto expensesalescommissionselatedto certainshareclasseswith amortizationperiodsof oneyearor lessas
incurred.

Valuation of Financial Instruments

Substantiallyall financialinstrumentsrereflectedin thefinancial statementatfair valueor amountghatapproximateair
value. Equity investmentsinvestmensecuritiesandderivativeassetandliabilities includedin the ConsolidatedBalance
Sheetsncludeformsof financialinstruments Unrealizedyainsandlosseselatedo thesdinancialinstrumentsarereflected
in Net Income(Loss)or Other Comprehensivéncome (Loss), dependingon the underlying purposeof the instrument.
EffectiveApril 1,2018,we adoptedupdatedaccountingguidanceon a prospectivebasiswhichrequiresequityinvestments
to bemeasuredt fair value,with changegecognizedn earningsThis guidancedoesnot applyto investmentsaccounted
for underthe equity method. The adoptionof the updatedguidancedid not havea materialimpacton our consolidated
financialstatements.

For equity investmentsvherewe do not controlthe investee andwherewe arenot the primary beneficiaryof a VIE, but
canexertsignificantinfluenceover the financial and operatingpolicies of the investee we follow the equity methodof
accounting.Theevaluationof whetherwe exertcontrolor significantinfluenceoverthefinancialandoperationapolicies
of aninvesteeaequiressignificantjudgmentbasedn the factsandcircumstancesurroundingeachindividual investment.
Factorsconsideredn theseevaluationamay includeinvestorvoting or otherrights, any influencewe may haveon the
governingboardof theinvesteethelegalrights of otherinvestorsn the entity pursuanto thefund'soperatingdocuments
andtherelationshippetweerusandotherinvestordn theentity. Ourequitymethodnvesteeshatareinvestmentompanies
recordtheirunderlyingnvestmentstfair value. Thereforeundertheequitymethodof accountingpurshareof theinvestee's
underlyingnetincomeor losspredominantlyrepresentfair valueadjustmenti theinvestmenthieldby theequitymethod
investee.Our shareof theinvestee'sietincomeor lossis basedn the mostcurrentinformationavailableandis recorded
asanetgain(loss)oninvestmentsvithin non-operatingncome(expense) We evaluateour equitymethodinvestmentgor
impairmenwheneventor changedn circumstancemdicatethatthecarryingvalueof theinvestmenexceedds fair value,
andthedeclinein fair valueis otherthantemporary

Forinvestmensecuritieswe valueequityandfixed incomesecuritieusingclosingmarketpricesfor listedinstrumentsor

brokeror dealerprice quotationsywhenavailable. Fixedincomesecuritiesnay alsobe valuedusingvaluationmodelsand
estimatedbasedon spreaddo activelytradedbenchmarldebtinstrumentswith readily availablemarketprices.
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Forinvestmentsn illiquid or privately-heldsecuritiedor which marketpricesor quotationsarenot readily available the
determinationof fair value requiresus to estimatethe value of the securitiesusing a variety of methodsandresources,
including the mostcurrentavailablefinancialinformationfor theinvestmen&ndtheindustry As of March31,2020and
2019,weowned$64.0million and$63.0million, respectivelyof investmentén partnershipandlimited liability companies
whichwereaccountedor undertheequitymethodandwereincludedin Othemoncurrenasset®ntheConsolidated@alance
Sheetsand $5.3 million and $11.2 million, respectivelyof equity methodinvestmentghat areincludedin Investment
securitieontheConsolidate@alanceSheets Of theseamounts$43.1million and$42.1million, respectivelywerevalued
basednourassumptionandestimatesndunobservabl@éputs. Theremaindemwasvaluedusingnetassevalue("NAV")
asa practicalexpedientasfurtherdiscussedbelow

The updatedaccountingguidanceadoptedas of April 1, 2018, providesentitiesthe option to electto measuresquity
investmentshatdo nothavereadilydeterminabldair valuesanddo notqualify for theNAV practicalexpedientt"adjusted
cost."Underthis adjustedcostmethod,investmentsareinitially recordedat cost,andsubsequentladjustedincreasedr
decreasedyhenthereis an observabldransactiorinvolving the sameinvestmentsor similar investmentgrom the same
issuer Adjustedcostinvestmentcarryingvaluesare alsoreviewedandadjustedfor impairment,if any As of March31,
2020and 2019, approximately$19.7million and$12.2million, respectivelyof investmentsn partnershipandlimited
liability companiesvereaccountedor usingthe adjusteccostmethod.

The accountingguidancefor fair valuemeasurementanddisclosuregefinesfair valueandestablishes frameworkfor
measurindair value. Theaccountingguidancedefinesfair valueasthe exchangericethatwould bereceivedor anasset
or paidto transferaliability in the principalor mostadvantageousiarketfor theasseor liability in anorderlytransaction
betweemmarketparticipantson the measuremerdate. A fair valuemeasuremerghouldreflectall of theassumptionghat
marketparticipantavould usein pricing theasseor liability, includingassumptionabouttherisk inherentin a particular
valuationtechniquethe effect of arestrictiononthe saleor useof anassetandtherisk of non-performance.

The accountingguidancefor fair value measurementsstablishesa hierarchythat prioritizes the inputs for valuation
techniguesisedto measurdair value. Thefair valuehierarchygivesthehighestpriority to quotedpricesin activemarkets
for identicalassetr liabilities andthelowestpriority to unobservablénputs.

Ourfinancialinstrumentsneasureéndreportedatfair valueareclassifiedanddisclosedn oneof thefollowing categories:

Leveli¢ Y2 lRipdrgcialinstrumentdor which pricesarequotedin activemarketswhich, for us,includeinvestments
in publicly tradedmutualfundswith quotedmarketpricesandequitieslistedin activemarkets.

Leveli¢ Y22RiftiRéralinstrumentdor which pricesare quotedfor similar assetsandliabilities in active markets;
pricesarequotedfor identicalor similar assetsn inactivemarkets;or pricesarebasedn observablénputs,other
thanquotedprices,suchasmodelsor othervaluationmethodologies. For us, this categoryincludesfixed income
securitiescertainproprietaryfund andotherinvestmenproducts andcertainlong-termdebt.

Leveli¢ Y23RiftiRéialinstrumentdor which valuesare basedon unobservablénputs,including thosefor which
thereis little or nomarketactivity. This categoryincludesinvestmentsn partnershipdjmited liability companies,
privateequityfunds,andrealestatdunds. Thiscategonalsoincludescertainproprietaryfundandotherinvestment
productswith redemptiorrestrictionsandcontingentconsiderationiabilities, if any.

Thevaluationof anasser liability mayinvolve inputsfrom morethanonelevel of the hierarchy Thelevelin the fair
valuehierarchywithin whichafair valuemeasuremernh its entiretyfalls is determinedasednthelowestlevelinputthat
is significantto thefair valuemeasuremerin its entirety

Certain proprietaryfund productsand certaininvestmentsheld by CIVs are valued at NAV determinedby the fund
administrator Thesefundsaretypically investedin exchangdradedinvestmentsvith observablemarketprices. Their
valuationgmaybeclassifiedasLevel 1, Level2, Level 3, or NAV practicalexpedientbasednwhetherthefundis exchange
traded,the frequencyof the relatedNAV determinationsandthe impactof redemptionrestrictions. For investmentsn
illiquid andprivately-heldsecuritieqprivateequityfunds,realestatdundsandinvestmenpartnershipsjor which market
pricesor quotationsmay not bereadily available including certaininvestmentseld by CIVs, managemennustestimate
thevalueof thesecuritiesisingavarietyof methodsndresourcegncludingthemostcurrentavailableinancialinformation
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for theinvestmenandtheindustryto whichit appliesn orderto determindair value. Thesevaluationprocessefor illiquid
andprivately-heldsecuritiesnherentlyrequiremanagementsidgmentandarethereforeclassifiedin Leveli¢, ¥23.

Futurescontractsarevaluedat thelastsettlemenprice at the endof eachday on the exchangeiponwhich theyaretraded
andareclassifiedasLeveli¢ ¥21.

As apracticalexpedientywerely ontheNAVs of certaininvestmentsn partnershipsindlimited liability companiesstheir
fair value. The NAVs thathavebeenprovidedby investeesrederivedfrom thefair valuesof the underlyinginvestments
asof thereportingdate. Investment$or whichthefair valueis measuredisingNAV asapracticalexpedienarenotrequired
to becategorizedvithin thefair valuehierarchy

Our ConsolidatedBalanceSheetasof Marchi¢ 23020, includesapproximatelyl% of total assetg9% of financial assets
measureatfair value)andlessthanl1% of total liabilities (19% of financialliabilities measureat fair value)thatmeetthe
definition of Leveli¢ ¥23.

Any transferdbetweercategoriemremeasuredt the beginningof the period.

SeeNote 3 and20 of Notesto Consolidated-inancialStatement$or additionalinformation.

Intangible Assetsand Goodwiill
Balancesasof Marchi¢ ¥23120,areasfollows (in thousands):

Amortizable intangible asset management contracts and other $ 109,21

Indefinite-life intangible assets 3,198,388
Trade names 48,091
Goodwill 1,847,766
[P EZ) $ 5,203,456

Ouridentifiableintangibleassetxonsistprimarily of assemanagementontractscontractdo manageproprietarymutual
funds,hedgefundsor funds-of-hedgdéunds,andtradenamesesultingfrom acquisitions.Assetmanagemertontractsare
amortizablentangibleassetshatarecapitalizecatacquisitiorandamortizevertheexpectedife of thecontract.Contracts
to manageproprietarymutualfunds,hedgefundsor funds-of-hedgdundsareindefinite-life intangibleassetbecausave

assumehatthereis noforeseeablémit onthecontraciperioddueto thelikelihood of continuedrenewalatlittle or no cost.

Similarly, tradenamesare consideredndefinite-life intangibleassetdbecausedhey are expectedo generatecashflows

indefinitely.

In allocatingthe purchasericeof anacquisitionto intangibleassetsye mustdeterminghefair valueof theassetscquired.
We determindair valuesof intangibleassetacquiredbasediponprojecteduturecashflows, whichtakeinto consideration
estimatesndassumptionscludingprofit magins,growthand/orattritionratesfor acquireccontractdasediponhistorical
experienceandotherfactors,estimatedcontractlives, discountrates,projectednet client flows and marketperformance.
Thedeterminatiorof estimatedtontractives requiregudgmentbasediponhistoricalclientturnoverandattrition ratesand
theprobabilitythatcontractsvith terminatiorprovisionswill berenewed Thediscountrateemployeds aweighted-average
costof capitalthattakesinto consideratiora premiumrepresentinghe degreeof risk inherentin the assetasmorefully
describeelow

Goodwillrepresenttheresiduabmounibf acquisitioncostin exces®f identifiedtangibleandintangibleassetaindassumed
liabilities.

Giventherelativesignificanceof ourintangibleassetandgoodwill to our consolidatedinancialstatementsnaquarterly
basiswe consideiif triggeringeventshaveoccurredhatmayindicatea significantchangen fair values. Triggeringevents
may include significantadversechangesn our businessor the legal or regulatoryenvironmentloss of key personnel,
significantbusinesslispositionspr othereventsjncludingchangesn economicarrangementwith our affiliates thatwill
impactfuture operatingresults. If atriggeringeventhasoccurredwe performquantitativetests,which include critical
reviewsof all significantassumptionsto determineif any intangible assetsr goodwill areimpaired. If we havenot
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qualitativelyconcludedhatit is morelikely thannot thattherespectivdair valuesexceedherelatedcarryingvalues,we
performthesetestsfor indefinite-life intangibleasset@ndgoodwill annually

Detailsof ourintangibleassetandgoodwill andtherelatedimpairmenttestsfollow.

We performedour annualimpairmenttestingof goodwill andindefinite-life intangibleassetsasof October31,2019,and
determinedhattherewasnoimpairmentn thevalueof theseassets We alsoreviewedmorecritical valuationinputsasof
DecembeB1,2019to determinghatnofurtherquantitativeanalysesverewarranted.n addition,weperformecdurperiodic
impairmentreviewof amortizablentangibleassetasof March31,2020.

Giventhelevel of marketdisruptionassociatedvith COVID-19, we assessedhetheratriggeringeventhadoccurredfor
eachof ouridentifiableindefinite-lifeintangibleassetandgoodwill asof March31,2020. Certainindefinite-lifeintangible
assetsveredeterminedo havehadtriggeringeventsdueto a combinationof significantmarketvolatility anduncertainty
ensuingfrom the COVID-19 pandemiandlimited excesdair valueovertherelatedcarryingvaluesasof our mostrecent
guantitativeanalysessof October31,2019. We updatedhequantitativeanalysedor thesandefinite-lifeintangibleassets
asof March31,2020anddeterminedhattherewasnoimpairmentin thevalueof theseassetsasfurtherdiscussedelow

Amortizable IntangibleAssets

Intangibleassetsubjecto amortizationareconsideredor impairmentateachreportingperiodusinganundiscountegash
flow analysis.Significantassumptionasedn assessintherecoverabilityof managemerdontractintangibleassetinclude
projectedcashflows generatedby thecontractsandtheremainingeconomidives of the contracts.Projectedcashflows are
basedn feesgeneratedby currentAUM for the applicablecontracts. Contractsaregenerallyassumedo turnoverevenly
throughoutthe life of the intangibleasset. The remaininglife of the assetis baseduponfactorssuchasaverageclient
retentionandclientturnoverrates. If theamortizatiorperiodsarenolongerappropriatetheexpectedives areadjustedand
theimpactonthefair valueis assessedActual cashflows in anyoneperiodmayvary from the projectedcashflows without
resultingin an impairmentchage becausea variancein any one period must be consideredn conjunctionwith other
assumptionshatimpactprojectedcashflows.

Therewerenoimpairmentsn thevaluesof amortizablentangibleassetsecognizedluringtheyearendedMarch31,2020,
asour estimate®f therelatedfuture cashflows exceededheassetarryingvalues.

As of March 31, 2020,the EnTrust Global separat@ccountcontractsamortizableassenet carryingvalue of $33 million
representedpproximate\80%of ourtotalamortizablentangibleassetnanagemertontractandotheraggregatearrying
value.Thecumulativeundiscountedashflows relatedto this asseexceededhecarryingvalueby approximately3% asof
March31,2020.Despitegheexces®f fair valueovertherelatedcarryingvalue futuredecreaseis ourcashflow projections,
resultingfromactuakesultsprchange# assumptiondueto clientattritionandtherelatedreductiorin revenuesnvestment
performancemarketconditions,or otherfactors,may resultin impairmentof this asset. Therecanbe no assurancéhat
continuedclientattrition, assebutflows, marketuncertaintyor otherfactors,will notproduceanadditionalimpairmentin
this asset.

As of March 31, 2020,the Clarion Partnerseparat@ccountontractsamortizableassenetcarryingvalueof $60 million
representedpproximatelb5%of ourtotalamortizabléntangibleassetnanagemertontractandotheraggregatearrying
value. As of March31,2020,thecumulativeundiscountedashflows relatedto this separat@accountontractamortizable
asseexceededhecarryingvalueby a materialamount.

Theestimatedemainingusefullivesof amortizabléntangibleassetsurrentlyrangefrom oneto eighti¢ Y2y eatls aweighted-
averagdife of approximatelys.4years.

Indefinite-Life Intangible Assets

For intangibleassetswith lives thatareindeterminableor indefinite, fair valueis determinedrom a marketparticipant's
perspectivébasedon projecteddiscountedcashflows, taking into accountthe valuesmarketparticipantswould payin a
taxabletransactioio acquiretherespectivassetsWe havetwo primarytypesof indefinite-lifeintangibleassetsproprietary
fund contractsand,to alesserextent,tradenames.

Wedeterminghefair valueof ourintangibleassetdasedipondiscountegbrojectectashlows, whichtakeinto consideration
estimate®f futurefees,profit magins,growthrates taxes,anddiscountrates. Thedeterminatiorof thefair valuesof our
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indefinite-life intangibleassetss highly dependenbntheseestimategandchangesn thesanputscouldresultin amaterial
impairmentof the relatedcarryingvalues An assetis determinedo be impairedif the currentfair valueis lessthanthe
recordedcarryingvalueof theasset.If anasseis impaired,the differencebetweerthe currentfair valueandthe carrying
value of the assetreflectedon the financial statementss recognizedasan operatingexpensen the periodin which the
impairmentis determinedo exist.

Contractghataremanagedandoperatedasa singleunit, suchascontractswithin the samefamily of funds,arereviewed
in aggregatandareconsiderednterchangeabl# investorscantransferbetweerfundswith limited restrictions Similarly,

cashflows generatedby newfundsaddedo thefund groupareincludedwhendeterminingthefair valueof theintangible
asset.

Projectedcashflows arebasecn annualizectashflows for the applicablecontractgprojectedforward 40i¢ Y2yeassuming
annualcashflow growthfrom estimatedetclientflows andprojectedmarketperformance To estimatehe projectedcash
flows, projectedgrowthratesby affiliate areusedto projecttheirAUM. Cashflow growthratesconsiderestimate®f both
AUM flows and marketexpectationsy asseiclass(equity fixed income,alternative,andliquidity) andby investment
managebasedipon,amongptherthings historicalexperiencandexpectationsf futuremarketandinvestmenperformance
from internalandexternalsources. Our marketgrowth assumptiongor our mostrecentannualimpairmenttestingwere
4.5%for equity, 2% for fixed income,3% for alternative and0% for liquidity productswith a generalassumptiorof 2%
organicgrowthfor all products subjectto exceptiondasedon recenttrendsfor organicgrowth (contraction)generallyin
yearsonethroughfive.

The startingpoint for theseassumptionss our corporateplanningprocesghatincludesthree-yeaAUM projectionsfrom
the managemenbf each operatingaffiliate that considerthe specific businesscircumstancef each affiliate, with
assumptiondor certainaffiliates adjusted,as appropriateto reflect a marketparticipantview. Beyondyearthree,the
estimatesnove towardsour generalorganic growth assumptiorof 2%, asappropriatefor eachaffiliate andasseftclass,
throughyear20. The resultingcashflow growthratefor year20 is held constantandusedto further projectcashflows
throughyear40. Basedon projectedAUM by affiliate andassetlass affiliate advisoryfeeratesareappliedto determine
projectedrevenues.The domesticmutualfund contractgprojectedrevenuesareappliedto a weighted-averageagin for
the applicableaffiliates that managethe AUM. Margins are basedon arrangementsurrentlyin placeat eachaffiliate.
Projectedoperatingncomeis furtherreducedoy anappropriatdax rateto calculatethe projectedcashflows.

Webelieveourgrowthassumptionarereasonablgivenourconsideratiomf multipleinputs,includinginternalandexternal
sourcesalthoughour assumptiongresubjectto changebasedon fluctuationsin our actualresultsandmarketconditions.
Our assumptiongrealsosubjectto changedueto, amongotherfactors,poorinvestmentperformanceoy oneor moreof
ouroperatingaffiliates, thewithdrawalof AUM by clients,changesn businesglimate,adversaegulatoryactions,or loss
of key personnel. We considertheserisks in the developmenbf our growth assumptionsnd discountrates,discussed
furtherbelow Further actualcashflows in anyoneperiodmayvary from the projectedcashflows withoutresultingin an
impairmentchage because variancein any one period mustbe consideredn conjunctionwith otherassumptionsghat
impactprojectedcashflows.

Our processncludescomparisorof actualresultsto prior growthprojections. Howevey differencebetweeractualresults
andourprior projectionsarenotnecessarilyndicativeof aneedo reassessurestimategiventhatourdiscountegrojected
cashflow analysesncludeprojectionsvell beyondthreeyearsandvariancesn thenearyearsmaybe offsetin subsequent
yearsfair valueassessmentgepoint-in-time,andthe consistencyf afair valueassessmentith otherindicatorsof value
thatreflectexpectation®f marketparticipantsat thatpoint-in-timeis critical evidenceof the soundnessf the estimateof
value. In subsequenperiods,we considerthe differencesn actualresultsfrom our prior projectionsin consideringthe
reasonablenesd the growthassumptionsisedin our currentimpairmenttesting.

Discountratesare basedon appropriatelyweightedestimatedcostsof debtandequity capitalusinga marketparticipant
perspective We estimatehe costof debtbasedn publisheddebtrates We estimatethe costof equity capitalbasednthe

Capital AssetPricing Model, which considerghe risk-free interestrate, peergroup betas,and companyand equity risk

premiums.Theequityriskisfurtheradjustedo considetherelativerisk associatedith eachof ourindefinite-lifeintangible
assetndour reportingunit. Thediscountratesarealsocalibratedbasedn anassessmerdf relevantmarketvalues.

Consistenwith standardraluationpracticegor taxableransactiongheprojecteddiscountedtashflow analysisalsofactors
in atax benefitvalue,asappropriateThis tax benefitrepresentshe discountedax savingsa third party thatpurchasedn
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assebn agivenvaluationdatewould receivefrom futuretax deductiongor theamortizationof the purchasericeover15
years.

The domesticmutual fund contractsacquiredin the Citigroup AssetManagementi¢, %2CAMiigiigactionof $2.1 billion,
accounfor approximately65%of ourindefinite-lifeintangibleassets As of October31,2019,approximateliy$163billion
of AUM, primarily managedy WestermAssetandClearBridgewasassociatedvith this assetwith approximately38%in
equityAUM, 48%in fixed incomeAUM and14%in liquidity AUM. Previouslydiscloseduncertaintiesegardingmarket
conditionsandassefflows andrisks relatedto potentialregulatorychangesn the liquidity businessarereflectedin our
projecteddiscountectashflow analysesDespiterelevantecentmarketactivity, giventhelevel of excesf fair valueover
therelatedcarryingvaluein our mostrecentimpairmenttesting,the domestionutualfund contractsassetvasnot deemed
to havehadatriggeringeventasof March31,2020.

As of October31,2019,theClarionPartnerdund managemergontractsassebf $505million accountedor approximately
16% of our indefinite-life intangibleassets.Basedon our projecteddiscountedccashflow analysesthe relatedfair value
exceededts carryingvalueby a materialamount. Despiterelevantrecentmarketactivity, giventhelevel of excesf fair
valueovertherelatedcarryingvaluein ourmostrecentimpairmentesting the ClarionPartner§und managemergontracts
assewasnot deemedo havehadatriggeringeventasof March31,2020.

As of October31, 2019,the combinedEnTrust Global fund managementontractsassetof $127 million accountedor
approximately%of ourindefinite-lifeintangibleassetsandis supportedy thecombinedEnTrustGlobalfundmanagement
business.Basedon our projecteddiscountectashflow analysestherelatedfair valueexceededts carryingvalueby 10%
asof October31,2019. Forourimpairmenttest,baserevenueselatedto EnTrustGlobalfund managemertontractsvere
assumedo havelong-termannualgrowthratesaveragingg%. Projectechearyearcashflows reflectedAUM outflowsin
yearsoneandtwo, andtrendto modestAUM inflows of 2% by yearfive. Theprojectedcashflows fromtheEnTrustGlobal
fund managementontractsverediscountedat 15.5%.

Givenrecentuncertaimmarketsandtherelativelylimited excesdgair valueasof ourmostrecenimpairmentest,theEnTrust
Globalfund managementontractsassewvasdeemedo havehada triggeringeventasof March 31, 2020. We expanded
our mostrecentanalysisof this assetto considerseveraldifferentoutcomeson a probability-weightedbasis,with each
scenariaeflectingreducedevenueggrowth ratesandlower operatingmamgins, particularlyin the nearterm. Basedon this
probability-weightedanalysistherelatedfair valueexceededs carryingvalueby approximatelyl % asof March31,2020.

AsofOctobe1,2019 theRAREInfrastructurdundmanagemertontract@assebdf $55million accountedor approximately
2% of our indefinite-life intangibleassets.Basedon our projecteddiscountedcashflow analysesthe relatedfair value
exceededts carryingvalueby a materialamount. For ourimpairmenttest,cashflows from the RARE Infrastructuregund
managementontractswere assumedo havelong-termannualgrowth ratesaveragingl0%. Given currentexperience,
projectechearyearcashflows reflectreducedAUM inflows throughoutheprojectionperiodandmodesperformancédees.
The projectedcashflows from the RARE Infrastructurefund managementontractswere discountedat 15.0%. Despite
relevantrecentmarketactivity, giventhelevel of the excesf fair valueovertherelatedcarryingvaluein our mostrecent
impairmenttesting,the RARE Infrastructurefund managementontractsassetwas not deemedo havehada triggering
eventasof March31,2020.

Futuredecreases our cashflow projectionsor increasesn the discountrate,resultingfrom actualresults,or changesn

assumptionsesultingfrom flow andAUM levels,investmenperformancemarketconditions,or otherfactors,mayresult
in impairmentf thisasset.Therecanbenoassurancthatassetlows, marketuncertaintyor otherfactorswill notproduce
animpairmentin this assetwhich could be significant.

As of October31,2019 tradenamesaccountedor 1% of indefinite-lifeintangibleassetsindareprimarily relatedto Clarion
Partnersand EnTrust Global, which had carrying valuesof $23 million and $10 million, respectively We testedthese
intangibleassetsisinga relief from royalty approachanddiscounteccashflow methodssimilar to thosedescribechbove
for indefinite-life contracts.As of October31,2019,theresultingfair valueof theEnTrustGlobaltradenameexceededhe
carryingvalueby 6% andtheresultingfair valuesof our othertradenameassetsignificantlyexceededherelatedcarrying
amounts.

Givenrecentuncertaimmarketsandtherelativelylimited excesdgair valueasof ourmostrecenimpairmentest,theEnTrust
Globaltradenameassetvasdeemedo havehada triggeringeventandwastestedusingthe relief from royalty approach
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asof March31,2020. Theresultingfair valueof the EnTrustGlobaltradenameasseexceededhe carryingvalueof $10
million by approximately3%.

Goodwill

Goodwillis evaluateatthereportingunitlevelandis consideredor impairmentwhenthecarryingamountof thereporting
unit exceedgheimplied fair valueof thereportingunit. In estimatingtheimplied fair valueof thereportingunit, we use
valuationtechniquedasedon discountedrojectedcashflows andEBITDA multiples,similar to techniquesemployedn
analyzingthe purchaseprice of an acquisition. We continueto be managedasone Global AssetManagemenbperating
segment.internalmanagememeportingof discretdinancialinformationregularlyreceivedy thechiefoperatingdecision
maker our Chief ExecutiveOfficer, is atthe consolidatedslobal AssetManagemenbusinesdevel. As aresult,goodwill
is recordedandevaluatedat one GlobalAssetManagementeportingunit level. Our GlobalAssetManagementeporting
unitconsistoftheoperatingousinessesf ourassetmanagemerdffiliatesandourcentralizedylobaldistributionoperations.
In ourimpairmenttestingprocessall consolidate@ssetgexcepffor certaintax benefits)andliabilities areallocatedo our
singleGlobalAssetManagementeportingunit. Similarly, the projectedoperatingresultsof thereportingunit includeour
holdingcompanycorporatecostsandoverheadincludinginteresiexpenseandcostsassociatewvith executivananagement,
finance humanresourcesegalandcompliancejnternalauditandothercentralcorporatefunctions.

Goodwill principally originatedfrom theacquisitionsf CAM, PermalRoyce Martin Currie,RARE InfrastructureClarion
PartnersandEnTrust. Thevalueof thereportingunitis basedn part,on projectedconsolidatedetcashflows, including
all cashflows of assetsnanagedn our mutualfunds,closed-endundsandotherproprietaryfunds,in additionto separate
accounasset®f our managers.

Significantassumptionsisedin assessintheimpliedfair valueof thereportingunitunderthediscountectashflow method
areconsistentvith the methodologydiscussedbovefor indefinite-life intangibleassets.Also, atthe reportingunit level,
future corporatecostsareestimatecandconsolidatedvith the projectedoperatingresultsof all our affiliates.

Actual cashflows in any one period may vary from the projectedcashflows without resultingin animpairmentchage
becausea variancein anyoneperiodmustbe consideredn conjunctionwith otherassumptionshatimpactprojectedcash
flows.

Discountratesare basedon appropriatelyweightedestimatedcostsof debtusinga marketparticipantperspectivealso
consistentvith the methodologydiscusse@bovefor indefinite-life intangibleassets.

We alsoperformamarket-baseglaluationof our reportingunit value,which appliesanaverageof EBITDA multiplespaid
in changeof control transactiongor peercompaniego our EBITDA. Theresultsof our two estimatesf valuefor the
reportingunit (thediscounteccashflow andEBITDA multiple analysesiarecomparedandsignificantdifferencesif any;

areassessetb determinghereasonablenesd eachvalueandwhetheranyadjustmento eitherresultis warranted.Once
thevaluesareacceptedthe appropriatelyweightedaverageof the two reportingunit valuations(the discountedcashflow

andEBITDA multiple analyses)s usedastheimplied fair valueof our GlobalAssetManagementeportingunit, which at
October31, 2019, exceededhe carryingvalue by 22%. Consideringthe relative merits of the detailsinvolved in each
valuationprocesswe usedanequalweightingof the two valuesfor the 2019testing.The significantassumptionsisedin

the cashflow analysisincludedprojectedaverageannualcashflow growthratesof 7% andthe projectedcashflows were
discountedat 16.0%.Changesn the assumptionsinderlyingprojectedcashflows from the reportingunit or its EBITDA

multiple, resultingfrom marketconditions,reducedAUM or otherfactors,couldresultin animpairmentof goodwill, and
suchanimpairmentcould potentiallyhavea materialimpacton our resultsof operationsandfinancial condition.

We further assesshe accuracyof the reportingunit value determinedrom thesevaluationmethodsby comparingtheir
resultsto our marketcapitalizationto determineanimplied control premium. Thereasonablenesy this implied control
premiumis consideredby comparingit to control premiumsthat have beenpaid in relevantactualchangeof control
transactions.This assessmemrovidesevidencethatour underlyingassumptionin our analyse®f our reportingunit fair
valuearereasonable.

In calculating our market capitalizationfor these purposes,market volatility can have a significant impact on our
capitalizationandif appropriateywe mayconsidetheaveraganarketpricesof our stockfor aperiodof oneor two months
beforethetestdateto determinemarketcapitalization A control premiumarisesfrom the fact thatin anacquisition there
is typically apremiumpaid overcurrentmarketpricesof publicly tradedcompanieshatrelatesto the ability to controlthe
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operation®f anacquireccompanyFurther assessmentd controlpremiumdn theassemanagemerindustryaredifficult
becausananyacquisitionsnvolve privately held companiespr involve only portionsof a public company suchthatno
controlpremiumcanbe calculated.

Recenimarketevidenceaegardingcontrolpremiumssuggestvaluesof up to 173%,with anaverageof 24%. Basedon our
analysisandconsiderationwebelievetheimpliedcontrolpremiumof 37%determinedy ourreportingunitvalueestimation
atOctober31,2019,is reasonablén relationto the observedelevantmarketcontrol premiumvalues.

We determinedatriggeringeventhadnotoccurredor ourgoodwill asof March31,2020. We notethatour sharepriceand
reportingunit fair value havenot beensignificantly impactedby COVID-19 asa resultof the Merger Agreementwith

FranklinTempleton.Perthetermsof theMergerAgreementFranklinTempletorwill acquireall of ouroutstandingcommon
stockfor $50persharan cashyaluingthetotaltransactioratapproximately$4.5billion, whichapproximateghefair value
of the reportingunit determinedn our mostrecentimpairmenttesting,andhasbeenreflectedin the tradingvalue Legg
Masoncommonstock.

Stock-Based Compensation

Ourstock-basedompensatioplansincluderestrictedstockunits,stockoptions anemployeestockpurchaselan("ESPP"),

marketandperformance-basguerformancaharepayablén commorstock affiliate managemerequityplansanddeferred
compensatiopayablein stock. Underour stockcompensatiomplans,we haveissuedequity awardsto directors officers,

andkey employees.Underthetermsof the MergerAgreementwe maynotgrantany newawardsor amendor modify the

termsof any outstandingawardsunderany of our stock-based@¢ompensatioplans. Dueto this limitation, in fiscal 2021,

directors,officers andkey employeewill beissueddeferredcashunits, which will be subjectto acceleratedestingand

paymenuponclosingof thetransactionin lieu of equityawards.In addition,thepurchasef sharesindetheESPRceased
in February2020andthe ESPPwill terminatemmediatelyprior to the closingdateof the Merger.

In accordancevith applicableaccountingguidancecompensatioexpensdor theyearsendedviarchi¢ ¥23020,2019,and
2018, includescompensatiorcostfor all non-vestedshare-basedwardsat their grantdatefair valueamortizedover the
respectiverestingperiodswhichmaybereducedor retirement-eligibleecipientspnthestraight-linemethod. TheMerger
Agreemenprovidesfor the settlementf all outstandingequityawardg(vestedandunvested)contingentuponthe Merger
closing. Thesettlemenbf unvestedawardsaccommodateBranklin Templeton'sicquisitionof LeggMason thereforewe
donotincuranyrelatedacceleratedompensatioexpense.

Excesgaxbenefitsanddeficienciesssociatedith stock-basedompensatioarerecognized@sdiscretdtemsin thelncome
tax provision(benefit)in the Consolidatedstatementsf Income (Loss)in thereportingperiodin which theyoccur which

may increasehe volatility of the Incometax provision(benefit)asa resultof fluctuationsin our stockprice. We account
for forfeituresastheyoccur Also, cashflows relatedto incometax deductionsn excessf or lessthanthe relatedstock-
basedcompensatioexpenseareclassifiedasCashFlowsfrom OperatingActivities in the Consolidate&tatementsf Cash
Flows.

We granted0.4 million stockoptionsin fiscal 2018. No stock optionswere grantedin fiscal 2020 or fiscal 2019. We
determinghefair valueof eachoptiongrantusingthe Black-Schole®ption-pricingmodel,which requiresmanagemerb
developestimatesegardingcertaininputvariables.Theinputsfor theBlack-Scholesnodelinclude:stockpriceonthedate
of grant,exercisepriceof theoption,dividendyield, volatility, expectedife andtherisk-freeinterestrate,all of which,with
theexceptiorof thegrantdatestockpriceandtheexerciserice,requireestimate®rassumptionsWe calculatehedividend
yield baseduponthe averageof the historical quarterlydividend paymentsover a term equalto the expectedife of the
options.Weestimatevolatility equallyweightedbetweenhehistoricalpricesof ourstockoveraperiodequalto theexpected
life of the optionandthe implied volatility of marketlisted optionsat the dateof grant. The expectedife is the estimated
lengthof time an optionwill be held beforeit is eitherexercisedor canceledpasedupon our historical option exercise
experience.Therisk-freeinterestrateis therateavailablefor zero-couporJ.S. Governmentssueswith aremainingterm
equalto theexpectedife of theoptionsbeingvalued. If we useddifferentmethodgo estimateour variablesfor the Black-
Scholesnodel,or if we useda differenttype of option-pricingmodel,thefair valueof our optiongrantsmight bedifferent.

During fiscal 2017, we implementedan affiliate equity managemenplan that entitlescertainkey employeeof Clarion
Partnerdo participaten 15%of thefuturegrowth,if any, of theaffiliate'senterprisevalue(subjecto appropriataliscounts)
subsequenb the dateof the grant. During fiscal 2016,we implementedan affiliate managemengquity planwith Royce
whichresultedn theissuancef minority equityinterestdn the affiliate to its managemerteamin fiscal 2019,2017,and
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2016. TheseRoyceinterestsallow the holdersto receivequarterlydistributionsof the affiliate’s netrevenuesn amounts
equalto the percentagef ownershiprepresentedby the equity they hold, subordinateo the maintenancef operating
expenseandour equityinterests.Duringfiscal 2014 ,we alsoimplementecamanagemergquityplanfor ClearBridgeand

grantedunits to certainof their employeeghat entitle themto participatein 15% of the future growth of the respective
affiliate’'s enterprisevalue (subjectto appropriataliscounts).

We determinghefair valueof option-like affiliate managemergquity plangrantsusingthe Black-Schole®ption-pricing
model,subjectto anypost-vestinglliquidity discountsyhichrequiresmanagemertb developestimatesegardingcertain
input variables Theinputsfor the Black-Scholesnodelinclude: baselinevalue,dividendyield, volatility, expectederm
andtherisk-freeinterestrate,all of which requireestimatesr assumptions We calculatethe dividendyield basedupon
theaverageof the historicalquarterlydividendpaymentoveratermequalto theexpectedife of theoptions. We estimate
volatility equallyweightedbetweerthe historical pricesof our stockovera periodequalto the expectedife of the grant
andtheimplied volatility of marketlisted optionsatthe dateof grant. The expectedife is the estimatedengthof time an
optionwill beheldbeforeit is eitherexercisedr canceledbaseduponour historicaloptionexerciseexperience Therisk-
freeinterestrateis therateavailablefor zero-couporJ.S. Governmentssueswith aremainingtermequalto the expected
life of the optionsbeingvalued. If we useddifferentmethodgo estimateour variablesfor the Black-Scholesnodel,or if
we useda differenttype of option-pricingmodel,thefair valueof our optiongrantsmight be different. However because
our affiliates areprivatecompaniesvithout quotedstockprices,we utilize discountedashflow analysesandmarket-based
valuationssimilarto thosediscusse@boveundertheheading¢ Y2IntangiBksetsandGoodwilli¢ tédetermingherespective
businesenterpriseralues,subjectto appropriatediscountsor lack of controlandmarketability

Foradditionalinformationon stock-basedompensatiorgeeNotesl andk2af Notesto ConsolidatedrinancialStatements.

Noncontrolling Inter ests

Noncontrollinginterestsncludeaffiliate minority intereststhird-partyinvestorequityin consolidatedponsorethvestment
productsandvestedaffiliate managemergquity planinterests.Noncontrollinginterestsvherethe holdermaybeableto
requessettlementreclassifiedasredeemablaoncontrollingnterestsandarereportedattheirestimatedgettlemenvalues,
exceptwhen suchsettlementvaluesare lessthan the issuancevalue, the reportedamountis the issuancevalue. When
settlemenis not expectedo occuruntil a future date,changesn the expectedsettlemenvaluesarerecognizecver the
settlemenperiodasadjustmentgo retainedearningsNonredeemablaoncontrollinginterestsdo not permitthe holderto
requestsettlementand are reportedat their issuancevalue, togetherwith undistributednet income (loss) allocatedto
noncontrollinginterests.

We estimatehe settlementalueof noncontrollinginterestsastheirfair value. Amountsfor affiliate minority interestsand
affiliate managemengquity planinterestsjf reportedat fair value,reflecttherelatedtotal businesenterprisesalue,after
appropriatediscountsfor lack of marketabilityandcontrol. Theremay alsobe featuresof theseequity interestssuchas
dividendsubordinationthat are contemplatedn their valuations. The fair value of option-like managemengquity plan
interestalsoreliesonBlack-Scholesptionpricingmodelcalculationsasnotedabove.Foraffiliate noncontrollingnterests,
subsequenb acquisition businesenterprisevaluesarederivedusingvariousmethodsjncluding discounteccashflows,
guidelinepubliccompanyandguidelinepublictransactionmethods We mayengagehird-partyvaluationexpertgo perform
independentletermination®f fair valueor to reviewinternally preparedraluations,asappropriatepasedon the relative
significanceof the relatedamountsandrelatedcontractualprovisionsand changesn valuationinputs. For consolidated
sponsoredhvestmenproductswheretheinvestormayrequestvithdrawalatanytime, fair valueis basednmarketquotes
of theunderlyingsecuritiesheld by theinvestmentehicles.

Income Taxes

Wearesubjectotheincometaxlawsof thefederal stateandlocaljurisdictionsof theU.S.andnumerougoreignjurisdictions
in which we operate.We file incometax returnsrepresentingur filing positionswith eachrelevantjurisdiction. Dueto
theinherentomplexitiesarisingfrom conductingousinessindbeingtaxedin asubstantiahumberof jurisdictions we must
makecertainestimatesandjudgmentsn determiningourincometax provision(benefit)for financial statemenpurposes.

Substantiallyall of our deferredax assetselateto U.S. (federalandstate) andU.K. taxingjurisdictions. As of Marchi¢ %231,
2020,U.S.federaldeferredtax assetaggregate®627i¢ Yomilliglizationof which is expectedo require$3.2billion of
U.S.earningoverthe nexteightyears,of which approximately$349million mustbeforeignsourcedearnings.Deferred
taxassetgenerateth U.S.jurisdictionsresultingfrom netoperatingossegenerallyexpire20i¢, Y2y edisrtheyaregenerated
andthoseresultingfrom foreigntax creditsgenerallyexpire10i¢ Y2yedtartheyaregenerated Basedon estimate®f future
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taxableincome,usingassumptionsimilar to thoseusedin our goodwill impairmenttesting,it is morelikely thannotthat
substantiallyall of the currentfederaltax benefitsrelatingto netoperatinglosseswill be realized. With respecto those
resultingfrom foreign tax credit carryforwards,it is morelikely than not that tax benefitsrelatingto the utilization of
approximately$2.4i¢, Y2mill@frforeign taxesascreditswill notberealizedanda valuationallowancehasbeenestablished.
Further our estimateandassumptionslo not contemplatechangesn the ownershipof Legg Masonstock,which could,
undercertaincircumstancedimit our utilization of netoperatingossandforeigntax creditbenefits. Any suchlimitation
wouldimpactthetiming or amountof netoperatingossor foreigntax creditbenefitsultimatelyrealizedbeforetheyexpire.

As of Marchi¢ ¥28120,U.S . statedeferredaxassetaggregate§238million, offsetby avaluationallowanceof $92million,
andwere primarily relatedto statenet operatinglossbenefitsgeneratedn certainjurisdictionsin caseswvhereit is more
likely thatthesebenefitswill not ultimately be realized. Due to the variability of future stateapportionmentactorsand
future effective statetax rates thevalueof statenetoperatingdossbenefitsultimatelyrealizedmayvary.

For foreignjurisdictions,the netdecreasén valuationallowancesf $3.8 million in fiscal 2020was primarily relatedto
currentyearincreasesn carriedforward U.K. interestdeductionsoffsetin part by unrealizedgains/losse®n pension
liabilities.

To the extentour analysisof therealizationof deferredtax assetselieson deferredtax liabilities, we haveconsideredhe
timing, natureandjurisdiction of reversalsaswell as,availableplanningstrategieso valueandmeasurdhe realizability
of ourdeferredaxassetsIn theeventwe determineall or anyportionof our deferredax assetshatarenotalreadysubject
to avaluationallowancearenotrealizablewe will berequiredto establishavaluationallowanceby achageto theincome
tax provisionin theperiodin which thatdeterminations made. Thevaluesof our deferredax assetarebasedn enacted
corporatetax ratesfor the future periodin which the tax attributesare anticipatedto berealized. Legislativechangego
theserateswould requirea re-measuremertf our deferredtax assetsn the periodof enactment.Dependingon the facts
andcircumstanceghe chage couldbe materialto our earnings.

The calculationof our tax liabilities involves uncertaintiesn the applicationof complextax regulations. We recognize
liabilities for anticipatedax uncertaintiesn the U.S. andothertax jurisdictionsbasedon our estimateof whether andthe
extentto which, additionaltaxeswill bedue.

RECENT ACCOUNTING DEVELOPMENTS
Seediscussiorof RecentAccountingDevelopmentin Notel¢ & Notesto ConsolidatedrinancialStatements.

ITEM 7A. QUANTIT ATIVE AND QUALIT ATIVE DISCLOSURESABOUT MARKET RISK.

See "ltem 7. Management's Discussion Andlysis of Financial Condition and Results of Operations - Market Risk" for

disclosures about market risk.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.

REPORT OF MANAGEMENT ON
INTERNAL CONTROL OVER FINANCIAL REPORTING

Themanagemertf LeggMason,i¢, Yalsesponsibléor establishinggndmaintainingadequat@nternalcontroloverfinancial
reporting.

LeggMason'snternalcontroloverfinancialreportingis a procesglesignedo providereasonablassuranceegardingthe
reliability of financial reporting and the preparationof financial statementdor externalpurposesin accordancewith
accountingprinciplesgenerallyacceptedn the United Statesof America. Legg Mason'sinternal control over financial
reportingincludesthosepolicies and procedureghat (i)i¢, Y2pertairthe maintenancef recordsthat, in reasonableletail,
accuratelhandfairly reflectthetransactionanddispositionof theasset®f LeggMason;(ii)i¢, “2providasonablassurance
that transactionsare recordedas necessaryo permit preparationof financial statementsn accordancevith accounting
principlesgenerallyacceptedn the United Statesof America,andthatreceiptsandexpenditure®f LeggMasonarebeing
madeonly in accordancevith authorizationsof managemenand directorsof Legg Mason;and (iii)i¢, “2providmsonable
assuranceegardingpreventionor timely detectionof unauthorizedcquisition,use,or dispositionof LeggMason'sassets
thatcould havea materialeffect on thefinancial statements.

Becausf its inherentimitations,internalcontroloverfinancial reportingmay not preventor detectmisstatement#lso,
projectionsof anyevaluationof effectivenesgo future periodsaresubjectto therisk thatcontrolsmaybecomenadequate
becaus®f changesn conditions,or thatthe degreeof compliancewith the policiesor proceduresnaydeteriorate.

Managemenassessethe effectivenesof Legg Mason'sinternal control over financial reportingas of March 31, 2020,
basedn theframeworksetforth by the Committeeof Sponsoringdrganizationof the TreadwayCommission("COSO")
in Internal Contmoli¢ “AigégratedFramework(2013).Basedon thatassessmenmanagementoncludedhat, asof March
31,2020,LeggMason'snternalcontroloverfinancialreportingis effective basedon the criteriaestablishedn the COSO
framework.

The effectivenessof Legg Mason'sinternal control over financial reportingas of March 31, 2020, hasbeenauditedby
PricewaterhouseCoopersi¢,‘ahitflependentegisteregublic accountingirm, asstatedn their reportappearingherein,
which expresseanunqualifiedopinionontheeffectivenes®f LeggMason'snternalcontroloverfinancialreportingasof
March31,2020.

JosepHA. Sullivan
Chairman and Chief Executive fiafr

Peter H. Nachtwey
Senior Executiv&/ice President and Chief Financialfioér
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REPORT OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

To theBoardof Directorsand Stockholder®f LeggMason,Inc.
Opinionson the Financial Statementsand Internal Control overFinancial Reporting

We haveauditedthe accompanyingonsolidatedalancesheetof LeggMason,Inc. andits subsidiariegthe’i¢, “2Companyi¢ ¥2)
asof March 31, 2020and2019,andthe relatedconsolidatedstatementsf income(loss),comprehensivincome(loss),
changesn stockholderségijdity andcashflows for eachof the threeyearsin the periodendedMarch 31, 2020,including
therelatednotes(collectivelyreferredto asthei¢ %2consoliddiadncial statementsi e alsohaveauditedthe Company's
internalcontroloverfinancialreportingasof March31,2020,basedn criteriaestablishedh Internal Control - Integrated
Framework(2013)issuedby the Committeeof Sponsoringdrganizationof the TreadwayCommissionCOSO).

In our opinion, the consolidatedinancial statementseferredto abovepresentairly, in all materialrespectsthe financial
positionof the Companyasof March31,2020and2019 andtheresultsof its operationsaandits cashflows for eachof the
threeyearsin the periodendedMarch 31, 2020in conformitywith accountingprinciplesgenerallyacceptedn the United
Statesof America.Also in our opinion,the Companymaintainedjn all materialrespectseffective internalcontrol over
financialreportingasof March31, 2020,basedon criteriaestablishedn Internal Contmol - IntegratedFramework(2013)
issuedby the COSO.

Changein AccountingPrinciple

As discussedn Note 1 to the consolidatedinancial statementsthe Companychangedhe mannerin which it accounts
fori¢ Yaleasesigitdn2019.

Basisfor Opinions

The Company'smanagemens responsibldor theseconsolidatedinancial statementsfor maintainingeffective internal
control over financial reporting,andfor its assessmertdf the effectivenesf internal control over financial reporting,
includedin theaccompanyindreportof Managementn InternalControl Over FinancialReporting.Our responsibilityis
toexpres®pinionsontheCompanysginsolidatedinancialstatementandontheCompany'snternalcontroloverfinancial
reportingbasedon our audits.We area public accountingirm registeredvith the Public CompanyAccountingOversight
Board(United StatesYPCAOB) andarerequiredto be independentvith respecto the Companyin accordanceavith the
U.S.federalsecuritiedaws andthe applicablerulesandregulationsof the Securitiesand ExchangeCommissionandthe
PCAOB.

We conductedurauditsin accordancevith thestandardsf thePCAOB.Thosestandardsequirethatwe planandperform
the audits to obtain reasonableassuranceabout whether the consolidatedfinancial statementsare free of material
misstatementyhetherdueto erroror fraud,andwhethereffectiveinternalcontroloverfinancialreportingwasmaintained
in all materialrespects.

Our audits of the consolidatedfinancial statementsncluded performing proceduresto assesghe risks of material
misstatemendf theconsolidatedinancialstatementsyhetherueto erroror fraud,andperformingprocedureghatrespond
to thoserisks. Suchproceduresncludedexamining,on atestbasis,evidencaegardinghe amountsanddisclosuresn the
consolidatedinancialstatement®urauditsalsocincludedevaluatingheaccountingrinciplesusedandsignificantestimates
madeby managemengswell asevaluatingthe overall presentatiorf the consolidatedinancial statementsOur auditof
internalcontrol over financial reportingincludedobtainingan understandingf internalcontrol over financial reporting,
assessintheriskthatamaterialveaknessgxists andtestingandevaluatinghedesigrandoperatingeffectivenessf internal
controlbasedn the assessedsk. Our auditsalsoincludedperformingsuchotherproceduresswe considerethecessary
in the circumstanced/Ve believethatour auditsprovidea reasonabléasisfor our opinions.

84



Table of Contents

Definition and Limitations of Internal Control overFinancial Reporting

A companyéiiternalcontrol overfinancialreportingis a processlesignedo providereasonabl@ssuranceegardingthe
reliability of financialreportingandthepreparatiomf financialstatementfor externapurpose# accordancwith generally
acceptedccountingprinciples A companysiernalcontroloverfinancialreportingincludeshosepoliciesandprocedures
that (i)i¢, Yeperttirthe maintenancef recordsthat, in reasonableletail, accuratelyandfairly reflectthe transactionsand
dispositionsof the assetof the companyii)i¢, Yzprovigasonablassuranc¢hattransactiongarerecordedasnecessaryo
permit preparatiorof financial statementin accordancevith generallyacceptedaccountingprinciples,andthatreceipts
andexpenditure®f the companyarebeingmadeonly in accordancevith authorization®of managemeranddirectorsof
thecompany;and(iii)i¢, “2providasonablassuranceegardingpreventionor timely detectionof unauthorizedcquisition,
use,or dispositionof the companyégigsetshatcould havea materialeffect on thefinancial statements.

Becausef its inherentimitations,internalcontroloverfinancialreportingmaynot preventor detectmisstatement#lso,
projectionsof any evaluationof effectivenesgo future periodsaresubjectto therisk thatcontrolsmaybecoméanadequate
becaus@f changesn conditions,or thatthe degreeof compliancewith the policiesor proceduresnay deteriorate.

Critical Audit Matters

Thecritical auditmatterccommunicatedelowaremattersarisingfrom thecurrentperiodauditof theconsolidatedinancial
statementshatwerecommunicatear requiredto be communicatedo the auditcommitteeandthat (i) relateto accounts
or disclosuregsthat are materialto the consolidatedfinancial statementsand (ii) involved our especiallychallenging,
subjective pr complexjudgmentsThecommunicatiorof critical auditmattersdoesnotalterin anyway our opiniononthe
consolidatedinancial statementstakenasa whole, andwe are not, by communicatinghe critical audit mattersbelow
providing separat®pinionson thecritical auditmattersor on the accountor disclosureto which theyrelate.

Indefinite-LivedintangiblesimpairmentAssessment

As describedin Notes1 and5 to the consolidatedfinancial statementsthe Company$;ééansolidatedndefinite-lived
intangiblesbalancevas$3.2billion asof March31,2020,whichrepresentedontractdo manageroprietarymutualfunds,
hedgefunds,funds-of-hedgéunds,or realestatfundsandtradenamegesultingfrom acquisitionsManagementonducts
anannualimpairmentiestasof October31, or morefrequentlyif triggeringeventshaveoccurredhatmayindicatethefair
valuehasdeclinedbelowthecarryingamountAn assets determinedo beimpairedif thecurrentfair valueof theindefinite-
lived intangiblesunit of accounis lessthantherecordeccarryingvalue. Thefair valuesareestimatedasedn discounted
projectedcashflows. As disclosedy managementjetermininghefair valueof theindefinite-livedintangibleassetsising
thistechniqudanvolvedthe useof significantassumptionselatedto the cashflow projectionsjncludingestimate®sf future
revenuesgrowthratesof AUM, therelatedprofit magins,taxesanddiscountrates.

The principal considerationdor our determinationthat performing proceduregelating to indefinite-lived intangibles
impairmentassessmeris a critical audit matteraretherewassignificantjudgmentby managemenwvhendevelopingthe
fair valueestimateof theindefinite-livedintangiblesThisin turnledto ahigh degreeof auditorjudgment subjectivity and
effort in performingprocedures$o evaluatananagemendigjgnificantassumptiongncludinggrowthratesof AUM, related
profit magins,anddiscountrates. In addition,the auditeffort involvedthe useof professionalsvith specializedskill and
knowledgeto assisin performingtheseproceduresindevaluatingthe auditevidenceobtained.

Addressinghematterinvolvedperformingproceduresndevaluatingauditevidencen connectiorwith formingouroverall
opinionontheconsolidatedinancialstatementsTheseprocedureincludedtestingthe effectivenes®f controlsrelatingto
theindefinite-livedintangiblesmpairmentassessmerniticludingcontrolsoverthedeterminatiorf thecashlow projections
andthe significantassumptionsised.Theseproceduresalsoincluded,amongothers,testingmanagemengiptacessor
developingthe fair value estimate;evaluatingthe appropriatenessf the discountedcash flow model; testing the
completenessaccuracyandrelevanceof underlyingdatausedin the model;and evaluatingthe significantassumptions
usedby managementncludinggrowthratesof AUM, profit maginsanddiscountrates.Evaluatingthereasonablenessd
managemendig¥sumptionselatedto growth ratesof AUM and related profit magins involved consideringthe past
performancef theindefinite-livedintangibleassetsgonsistencyvith macroeconomitrendsthatmayimpactthe growth
ratesof AUM andrelatedprofit maigin assumptionandwhethertheseassumptiongvereconsistentith evidenceobtained
in otherareasf the audit. Professionalsvith specializedskill andknowledgewere usedto assistn the evaluationof the
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Companyigiscounteccashflow modelandcertainsignificantassumptionsincluding the growth ratesof AUM andthe
discountrates.

Realizabilityof Deferred Tax Assets DomesticNetOperatingLossand Foreign Tax Credit Carryforwards

As describedn Notesl and7 to theconsolidatedinancialstatementgshe Company$ginsolidatedjrossdeferredaxassets
were$929million, excluding$137million of valuationallowanceas of March 31, 2020;63% of the grossdeferredtax
assetselateto domesticnetoperatingossandforeigntax creditcarryforwardsRealizabilityof deferredtax assetselated
to domesticoperatinglossesandforeign tax credit carryforwardsis determinedbasedon the estimatef future taxable
incomeinvolving theuseof significantassumptionselatedo cashflow projectionsjncludingestimate®f futurerevenues,
growthratesof AUM, profit magins,futurestateapportionmentactors futureeffective statetax ratesandforeignsourced
earnings.

The principal consideration$or our determinatiorthat performingprocedureselatingto the realizability of deferredtax
assetérom domestimetoperatingossandforeigntaxcreditcarryforwardss acritical auditmatteraretherewassignificant
judgmentby managemenihendeterminingherealizabilityof deferredaxassetselatedto domesticoperatingossesand
foreigntaxcreditcarryforwardsThisin turnledto ahigh degreeof auditorjudgmentsubjectivity andeffort in performing
proceduredo evaluatethe realizability of deferredtax assetsgstimatesof future taxableincomeand other significant
assumptiongncludingthe growth ratesof AUM, profit mamgins, future stateapportionmentactors,future effective state
tax ratesandforeignsourcedearnings.In addition,the auditeffort involvedthe useof professionalsvith specializedskill
andknowledgeto assistin performingtheseproceduresndevaluatinghe auditevidenceobtained.

Addressinghematterinvolvedperformingproceduresndevaluatingauditevidencen connectiorwith formingouroverall
opinionontheconsolidatedinancialstatementsTheseprocedureincludedtestingthe effectivenes®f controlsrelatingto
managemendigializability of deferredtax assetsincluding controlsover the estimatef future taxableincomeandthe
significantassumptionsised.Theseproceduresalsoincluded,amongotherstestingmanagemendigidgcesgor determining
therealizability of deferredax assetsevaluatinghe appropriatenessf the undiscounted¢ashflow model;evaluatingthe
significantassumptionsisedby managemerih developinghe estimate®f futuretaxableincome,includinggrowthrates
of AUM, profit mamgins, future stateapportionmentactors,future effective statetax ratesandforeign sourcedearnings;
andtestingthecompletenessccuracyandrelevanceof thedatausedin thecalculationsEvaluatingthereasonablenesd
managemengigédaumptionselatedto growthratesof AUM andprofit maginsinvolved consideringhe pastperformance
of theCompanyconsistencyvith macroeconomitrendsthatmayimpactthegrowthratesof AUM andprofit maginsand
whetherttheseassumptiong/ereconsistentvith evidenceobtainedn otherarea®of theaudit. Professionalsiith specialized
skill and knowledgewere usedto assistin the evaluationof certain significant assumptionsjncluding future state
apportionmentactors,future effective statetax ratesandforeign sourcedearnings.

Baltimore, Maryland
May 28, 2020

We haveservedasthe Companysgidditorsinceatleast1983,whichis whenthe Companybecamesubjecto SECreporting
requirements We havenot beenableto determinethe specificyearwe beganservingasauditorof the Company
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LEGG MASON, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Dollars in thousands)

[PRZ) March 31, 2020 March 31, 2019
ASSETS
CurrentAssets
Cash and cash equivalents $ 1,018,860 $ 921,071
Cash and cash equivalents of consolidated investment vehicles 620 4,219
Restricted cash 28,133 21,213
Receivables:
Investment advisory and related fees 407,893 425,470
Other 47,634 57,107
Investment securities 338,894 377,129
Investment securities of consolidated investment vehicles 117,084 129,627
Other 80,030 82,131
Other current assets of consolidated investment vehicles 476 1,889
Total CurrenfAssets 2,039,624 2,019,856
Fixed assets, net 134,423 149,989
Intangible assets, net 3,355,690 3,386,759
Goodwill 1,847,766 1,883,554
Deferred income taxes 161,977 199,717
Right-of-use assets 291,342 (PR
Other 152,985 145,254
Other assets of consolidated investment vehicles 22,313 8,993
TOTAL ASSETS $ 8,006,120 $ 7,794,122
LIABILITIES AND STOCKHOLDERSI¢EQUITY
LIABILITIES
Current Liabilities
Accrued compensation $ 574,430 $ 571,301
Accounts payable and accrued expenses 156,981 182,921
Current portion of long-term debt 1Y 250,301
Lease liabilities 77,814 [PRZ)
Other 115,788 99,479
Other current liabilities of consolidated investment vehicles 1,044 5,742
Total Current Liabilities 926,057 1,109,744
Deferred compensation 95,293 85,548
Lease liabilities 278,737 [P
Deferred income taxes 165,038 123,420
Other 32,167 122,044
Long-term debt, net 1,972,733 1,971,451
TOTAL LIABILITIES 3,470,025 3,412,207
Commitments and Contingencies (Note 9)
REDEEMABLE NONCONTROLLING INTERESTS 714,414 692,376
STOCKHOLDERS' EQUITY [PAZ)
Common stock, par value $0.10 per share; authorized 500,000,000 shares; issued
87,781,705 and 85,556,562 shares for March 31, 2020 and 2019, respectively 8,778 8,556
Additional paid-in capital 2,158,755 2,039,671
Employee stock trust (19,779 (21,419
Deferred compensation employee stock trust 19,778 21,416
Retained earnings 1,820,412 1,742,764
Accumulated other comprehensive loss, net (195,306 (131,236
Total stockholders' equity attributable to Legg Mason, Inc. 3,792,639 3,659,755
Nonredeemable noncontrolling interest 29,042 29,784
TOTAL STOCKHOLDERS' EQUITY 3,821,681 3,689,539
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 8,006,120 $ 7,794,122

See Notes to Consolidated Financial Statements
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LEGG MASON, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME (LOSS)
(Dollars in thousands, except per share amounts)

Years Ended March 31,
ie% 2020 2019 2018
OPERATING REVENUES
Investment advisory fees:

Separate accounts $ 1,051,965 $ 1,029,353 $ 1,020,790
Funds 1,495,025 1,479,972 1,564,839
Performance fees 99,021 84,900 227,785
Distribution and service fees 270,398 302,967 321,936
Other 5,716 6,067 4,972
Total Operating Revenues 2,922,125 2,903,259 3,140,322
OPERATING EXPENSES
Compensation and benefits 1,436,919 1,398,969 1,508,798
Distribution and servicing 413,196 439,276 489,331
Communications and technology 225,388 228,138 212,798
Occupancy 110,427 105,296 100,760
Amortization of intangible assets 22,539 24,404 24,604
Impairment of intangible assets ¢ % 365,200 229,000
Contingent consideration fair value adjustments (919 571 (31,329
Other 209,41 238,303 282,359
Total Operating Expenses 2,416,965 2,800,157 2,816,321
OPERATING INCOME 505,160 103,102 324,001
NON-OPERATING INCOME (EXPENSE)
Interest income 12,294 12,176 7,106
Interest expense (109,870 (117,341 (117,872
Other income (expense), net (13,319 31,123 10,824
Non-operating income (expense) of consolidated investment
vehicles, net 16,262 (565 9,781
Total Non-Operating Income (Expense) (94,629 (74,607 (90,169
INCOME BEFORE INCOME TAX PROVISION 410,534 28,495 233,840
Income tax provision (benefit) 106,048 20,561 (102,510
NET INCOME 304,486 7,934 336,350
Less: Net income attributable to noncontrolling interests 53,119 36,442 51,275
NET INCOME (LOSS) ATTRIBUT ABLE TO LEGG MASON,
INC. $ 251,367 $ (28,508 $ 285,075

NET INCOME (LOSS) PER SHAREATTRIBUT ABLE TO
LEGG MASON, INC. STOCKHOLDERS:

Basic $ 2.80 $ 0.39 $ 3.03
Diluted 2.79 (0.39 3.01

See Notes to Consolidated Financial Statements
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LEGG MASON, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(Dollars in thousands)

Years Ended March 31,

[PEZ) 2020 2019 2018
NET INCOME $ 304,486 $ 7,934 $ 336,350
Other comprehensive income (loss):
Foreign currency translation adjustment (81,087 (71,883 48,556
Changes in defined benefit pension plan 17,017 (4,172 3,046
Total other comprehensive income (loss) (64,070 (76,059 51,602
COMPREHENSIVE INCOME (LOSS) 240,416 (68,129 387,952
Less: Comprehensive income attributable to
noncontrolling interests 54,190 41,180 50,894
COMPREHENSIVE INCOME (LOSS) ATTRIBUT ABLE
TO LEGG MASON, INC. $ 186,226 $ (109,300 $ 337,058

See Notes to Consolidated Financial Statements
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LEGG MASON, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERSI¢ZQUITY

(Dollars in thousands)

[PAZ] Years Ended March 31,
i % 2020 2019 2018
STOCKHOLDERS' EQUITY ATTRIBUT ABLE TO LEGG MASON, INC.
COMMON STOCK
Beginning balance $ 8,556 $ 8,461 $ 9,573
Stock options exercised 126 20 47
Deferred compensation employee stock trust 1 1 1
Stock-based compensation 141 114 95
Employee tax withholdings by settlement of net share transactions (46) (40 (39
Shares repurchased and retired [PAZ3 (P73 (1,220
Ending balance 8,778 8,556 8,461
ADDITIONAL PAID-IN CAPIT AL [PAZ]
Beginning balance 2,039,671 1,976,364 2,385,726
Stock options exercised 43,260 6,094 14,024
Deferred compensation employee stock trust 707 630 554
Stock-based compensation 65,150 62,704 70,277
Employee tax withholdings by settlement of net share transactions (15,402 (15,535 (13,199
Shares repurchased and retired (P73 (P73 (477,919
Redeemable noncontrolling interest reclassification filieié management equity
plans and diliate noncontrolling interest 25,369 9,414 (3,200
Ending balance 2,158,755 2,039,671 1,976,364
EMPLOYEE STOCK TRUST 1¢%2
Beginning balance (21,419 (21,999 (24,057
Shares issued to plans (707) (631 (555
Distributions 2,345 1,211 2,616
Ending balance (29,779 (21,419 (21,999
DEFERRED COMPENSATION EMPLOYEE ST OCK TRUST
Beginning balance 21,416 21,996 24,057
Shares issued to plans 707 631 555
Distributions (2,345 (1,211) (2,619
Ending balance 19,778 21,416 21,996
RETAINED EARNINGS
Beginning balance 1,742,764 1,894,762 1,694,859
Net income (loss) attributable to Legg Mason, Inc. 251,367 (28,509 285,075
Dividends declared ($1.60, $1.36 and $1.12 per share, respectively) (146,299 (120,669 (105,169
Reclassification to noncontrolling interest for net increase in estimated redemption
value of afiliate management equity plan andilite noncontrolling interests (27,429 (15,089 (4,330
Adoption of stock-based compensation guidance [PAZ3 (P73 24,327
Adoption of revenue recognition guidance [PAZ3 12,263 iV
Ending balance 1,820,412 1,742,764 1,894,762
ACCUMULA TED OTHER COMPREHENSIVE LOSS, NET [PAZ]
Beginning balance (131,236 (55,182 (106,784
Foreign currency translation adjustment (81,087 (4,172 3,046
Changes in defined benefit pension plan 17,017 (71,882 48,556
Ending balance (195,306 (131,236 (55,182
TOTAL STOCKHOLDERSi¢ERQUITY ATTRIBUT ABLE TO LEGG MASON, INC. 3,792,639 3,659,755 3,824,405
NONREDEEMABLE NONCONTROLLING INTEREST
Beginning balance 29,784 27,731 27,798
Net income attributable to noncontrolling interests 5,891 8,413 8,403
Grants of diliate management equity plan interests [PAZ3 2,400 i
Distributions (6,633 (8,760 (8,470
Ending balance 29,042 29,784 27,731
TOTAL STOCKHOLDERSIiGFRQUITY $ 3,821,681 $ 3,689,539 $ 3,852,136

See Notes to Consolidated Financial Statements
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LEGG MASON, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Dollars in thousands)

(PR Years Ended March 31,
% 2020 2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 304,486 $ 7,934 $ 336,350
Adjustments to reconcile Net Income to net cash provided by
operations:
Depreciation and amortization 67,378 72,795 72,986
Accretion and amortization of securities discounts and premiums, net 1,344 2,057 2,816
Stock-based compensation 67,301 65,884 70,875
Net unrealized (gains) losses on investments 43,967 8,380 (4,741
Net (gains) losses and earnings on investments (29,290 (27,709 305
Net (gains) losses of consolidated investment vehicles (16,262 565 (9,780
Deferred income taxes 97,051 (8,319 72,182
Impairments of intangible assets [PRZ) 365,200 229,000
Tax expense (benefit) for névax Law [PRZ) 2,164 (213,675
Contingent consideration fair value adjustments (915 571 (31,329
Other 719 1,155 1,047
Decrease (increase) in assets:
Investment advisory and related fees receivable 15,407 45,695 (38,099
Net (purchases) sales of trading and other investments (6,593 9,991 44,115
Other receivables 2,558 (8,822 9,109
Other assets 17,434 (18,507% 2,038
Assets of consolidated investment vehicles 24,093 12,559 (67,690
Increase (decrease) in liabilities:
Accrued compensation 7,844 100,640 (13,949
Deferred compensation 9,745 (6,873 4,447
Accounts payable and accrued expenses (26,409 9,553 (8,959
Other liabilities (14,61) (79,159 32,412
Other liabilities of consolidated investment vehicles (4,699 5,108 (102
CASH PROVIDED BY OPERATING ACTIVITIES $ 560,556 $ 560,866 $ 489,368
(Continued)
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LEGG MASON, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
(Dollars in thousands)

[P Years Ended March 31,
[PEZ) 2020 2019 2018
CASH FLOWS FROM INVESTING ACTIVITIES
Business acquisition, net of cash acquired of $992 $ (10,247 $ [PAZR [PEZ)
Payments for fixed assets (29,606 (51,335 (37,349
Contingent payment from prior sale of business 1¢% 923 6,028
Business investments (14,150 [PRZ) (2,950
Returns of capital and proceeds from sales and maturities of
investments 8,631 13,911 14,785
CASH USED IN INVESTING ACTIVITIES (45,373 (36,509 (19,483
CASH FLOWS FROM FINANCING ACTIVITIES [PA7Z)
Repayment of long-term debt (250,000 [PAZ) [PAZ)
Dividends paid (137,950 (114,769 (102,178
Distributions to diliate noncontrolling interests (37,787% (38,575 (61,858
Payment of contingent consideration (500 (4,869 (3,242
Purchase of &fiate noncontrolling interests (10,547 (16,529 [PAZ)
Net (redemptions) subscriptions attributable to noncontrolling interests (873 (22,193 57,228
Employee tax withholdings by settlement of net share transactions (15,448 (15,575 (13,233
Issuances of common stock for stock-based compensation 44,094 6,472 14,626
Repurchases of common stock [PAZ) [PAZ) (479,139
Increase (decrease) in short-term borrowings [P (125,500 125,500
CASH USED IN FINANCING ACTIVITIES (409,01) (331,529 (462,296
EFFECT OF EXCHANGE RATES (7,29) (15,809 11,837
NET INCREASE IN CASH, CASH EQUIVALENTS, AND
RESTRICTED CASH 98,882 177,030 19,426
CASH, CASH EQUIVALENTS, AND RESTRICTED CASH:
BEGINNING OF PERIOD 950,795 773,765 754,339
END OF PERIOD $ 1,049,677 $ 950,795 $ 773,765

Supplemental Disclosues

Cash paid for: T¢%
Income taxes, net of refunds of $5,883, $757 and $9,032, respectively$ 17,155 $ 39,173 $ 32,879
Interest 109,886 115,302 115,025

As of March 31,

Reconciliation of cash, cash equivalents anastricted cash 2020 2019 2018
Cash and cash equivalents $ 1,018,860 $ 921,071 $ 736,130
Restricted cash:

Corporate restricted cash 28,133 21,213 30,428
Cash and cash equivalents of consolidated investment vehicles 620 4,219 2,800
Affiliate employee benefit trust cash included in Other non-current

assets 2,064 4,292 4,407

Total cash, cash equivalents and restricted cash per consolidated
statements of cash flows $ 1,049,677 $

950,795 $ 773,765

See Notes to Consolidated Financial Statements
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LEGG MASON, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands, except per share amounts or unless otherwise noted)
March 31, 2020

1. Significant Accounting Policies

Businessand Basisof Presentation
Legg Mason,i¢Yz[tParent")andits subsidiarieqcollectively, "Legg Mason")are principally engagedn providing asset
managemerdndrelatedfinancial servicego individuals,institutions,corporationandmunicipalities.

The consolidatedinancial statementéncludethe accountof the Parentandits subsidiariesn which it hasa controlling
financialinterest. Generally anentity is consideredo havea controlling financialinterestwhenit ownsa majority of the
voting interestin anentity. LeggMasonis alsorequiredto consolidateany variableinterestentity ("VIE") in whichit is
consideredo be the primary beneficiary See"Consolidation"below andNote 20 for a further discussiorof VIEs. All
materialintercompanyalancesndtransactionfhiavebeeneliminated.

Certainamountdn prior yearfinancial statementfavebeenreclassifiedo conformto the currentyearpresentation.

All referenceso fiscal 2020,20190r 2018, referto LeggMason'sfiscal yearendedMarchi¢ “e3thatyear Termssuchas

we", "us”, "our," and"Company"referto LeggMason.

Plan of Merger with Franklin Resources,Inc.

OnFebruaryl7,2020,LeggMasonenterednto anAgreemenandPlanof Merger(the"MergerAgreement"with Franklin
Resources|nc. ("Franklin Templeton")and Alpha Sub, Inc. ("Merger Sub™), a wholly owned subsidiaryof Franklin
Templeton pursuanto which the Companywill be meigedinto Merger Sub(the"Merger"), with the Companycontinuing
asthe surviving corporationanda wholly ownedsubsidiaryof FranklinTempleton.

Pursuanto theMergerAgreementgachoutstandinghareof commonstockof the Companywill beconvertednto theright

to receivefrom Franklin Templeton$50.00in cash. Thetransactions expectedo closeby the endof the third calendar
quarterof 2020, subjectto the satisfactionof customaryclosing conditionsfor both parties,includingamongothers,the

approvabf theMergerAgreemenby theholdersof amajority of LeggMason'soutstandinggommonsharesandthereceipt
of requiredregulatoryapprovals.

Risks and Uncertainties

In March2020,theWorld HealthOrganizatiordeclaredheoutbrealof anovelcoronavirug"COVID-19") globalpandemic
andrecommendedontainmenandmitigationmeasureworldwide. g scontagiousliseaseutbreakhasadverselaffected
workforces,customerseconomiesandglobal financial markets.iéreis significantuncertaintyaroundthe breadthand
durationof businesslisruptiongelatedto COVID-19 aswell asits impactontheglobaleconomyiJ¥erefore Management
is currentlyunableto determinethe extentof the potentialimpactsto its financial conditionor resultsof operations.i¢ %2

Useof Estimates

Theconsolidatedinancialstatementarepreparedn accordanceith accountingrinciplesgenerallyacceptedh theUnited
Statesof Americaandthe applicablerulesandregulationsof the Securitiesand ExchangeCommission("SEC"), which
require managemento make assumptionsand estimateghat affect the amountsreportedin the consolidatedinancial
statementandaccompanyingotesjncludingrevenuaecognitionyaluationof financialinstrumentsintangibleassetand
goodwill, stock-basedcompensationand incometaxes. Managemenbelievesthat the estimatesusedare reasonable,
althoughactualamountoulddiffer from theestimatesndthedifferencesouldhaveamaterialimpactontheconsolidated
financial statements.

Consolidation

LeggMasonsponsorandmanagesarioustypesof investmenproducts.Forits servicesL.eggMasonis entitledto receive
managemerftesandmaybeeligible, undercertaincircumstancesp receiveadditionalsubordinatednanagemerfeesor
otherincentivefees. Legg Mason'sexposureo risk in theseentitiesis generallylimited to any equity investmentt has
madeor is requiredto make,andany earnedbut uncollectednanagemenfees,exceptthosefor which total returnswap
arrangementtavebeenexecutedfor which additionalrisks are discussedelow Legg Masondid not sell or transfer
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investmentassetdo any of theseinvestmentproducts. In accordancevith financial accountingstandardsl.egg Mason
consolidatesertainsponsoredvestmenproducts someof which aredesignate@ndreportedasconsolidatednvestment
vehicles("CIVs"). Theconsolidatiorof sponsoredhvestmenproductsjncludingthosedesignate@sCIVs, hasnoimpact
onNetIncome(Loss)Attributableto LeggMason,Inc. anddoesnot havea materialimpacton LeggMason'sconsolidated
operatingesults. Thechangen thevalueof all consolidategponsorednvestmenproductss recordedn Non-Operating
Income(Expensepndreflectedin Netincome(loss)attributableto noncontrollinginterests. The financialinformationof
certainconsolidatedponsorethvestmenproductssincludedntheCompany'sonsolidatedfinancialstatementsnaiy¢, “three-
monthlag baseduponthe availability of theinvestmenproduct'sinancialinformation.

Certainof theinvestmenproductd_eggMasonsponsorsandmanageareconsideredo beVIEs (asfurtherdescribedelow)

while othersare consideredo be voting rights entities(i¢, “2VRESighfgctto traditional consolidationconceptshasedon

ownershiprights. Legg Masonmay fund the initial cashinvestmentn certainVRE investmentproductsto generatean

investmenperformancérackrecordin orderto attractthird-partyinvestordn theproduct. LeggMason'dnitial investment
in anew producttypically representsi¢,%21000téo40ershipin thatproduct. As furtherdiscussedn Note 3, the products
with ¢ Y2sempitalinvestmentsigféconsolidatedaslong asLegg Masonmaintainsa controlling financial interestin the

product,buttheyarenot designate@sCIVs by LeggMasonunlessthe investmenis longerterm. As of March 31,2020,

2019,and2018,no0 consolidated/REsweredesignate@sCIVs.

A VIE is anentity which doesnot haveadequatequity to financeits activitieswithout additionalsubordinatedinancial
supportprtheequityinvestorsasagroup,donothavethenormalcharacteristicef equityinvestorgor apotentialkcontrolling
financialinterest. LeggMasonmustconsolidateanyVIE for whichit is deemedo bethe primarybeneficiary

Underconsolidatioraccountingguidancejf limited partnersor similar equity holdersin a sponsorednvestmentvehicle
structuredasalimited partnershipr a similar entity do not haveeithersubstantivenvestorrightsto replacethe manager
(kick-outrights)or substantivgarticipatiorrightsoverthegenerapartnertheentitiesareVIEs. As asponsoandmanager
of aninvestmentehicle,LeggMasonmaybedeemed decisionmakerundertheaccountingguidance.If thefeespaidto
a decisionmakeraremarket-basedsuchfeesarenot consideredvariableinterestsn aVIE. Market-basedeesarethose
feeswhich arebothcustomaryandcommensuratwith thelevel of effort requiredfor the servicesprovided. Additionally,
if employednterestsn asponsoreanvestmenvehiclearenot madeto circumventthe consolidatiorguidanceandarenot
financedby the sponsorthey are not includedin the variableinterestsassessmengndare not includedin the primary
beneficiarydetermination.

A decisionmakeris deemedo beaprimarybeneficiaryof aVIE if it hasthepowerto directactivitiesthatmostsignificantly

impactthe economigerformancef the VIE andthe obligationto absorbossesor receivebenefitsfrom variableinterests
thatcouldbesignificantto theVIE. In determiningwhetherit is the primarybeneficiaryof a VIE, LeggMasonconsiders
bothqualitativeandquantitativefactorssuchasthevotingrightsof theequityholdersguaranteegsndimpliedrelationships.
If afeepaidto adecisionmakeris not market-basedt will be consideredn theprimarybeneficiarydetermination.

As of March31,2020,2019,and2018,LeggMasonconcludedt wasthe primary beneficiaryof certainVIEs, whichwere
consolidatedanddesignate@sCIVs, becausét held significantfinancialinterestsn thefunds. In addition,LeggMason
hasenterednto varioustotal returnswaparrangementsiith financialintermediariesith respecto certainLegg Mason
sponsore@éxchangéradedfunds("ETFs"). Underthetermsof thetotalreturnswaps].eggMasonabsorbsll of therelated
gainsandlossentheunderlyingETF investment®f thesefinancialintermediariesandthereforehasvariableinterestsn

therelatedfundsand,if significant,maybe deemedhe primarybeneficiaryAs of March31,2020,2019,and2018,Legg
Masonconsolidatedhe ETFswith significantopentotal returnswaparrangementsyhich weredesignate@sCIVs. See
Note 20 for additionalinformation.

Revenue Recognition

Effective April 1, 2018,Legg Masonadoptedupdatedaccountingguidanceon revenuerecognition. The adoptionof the
updatedyuidancedid not resultin significantchangedo Legg Masongp#ior revenuerecognitionpracticesexceptfor the
timing of the recognitionof certainperformanceandincentivefees,the capitalizationand amortizationof certainsales
commissiongor separat@ccountsandthenetpresentatiof certainfund expenseeimbursementahichwerepreviously
presentednagrosdasis.Eachofthesechangeso LeggMasongireviougevenueecognitiorpracticess furtherdiscussed
below
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LeggMasonadoptedheupdatedyuidanceon amodifiedretrospectivédasisfor any contractshatwerenot completeasof
April 1,2018andrecognizedhecumulativeeffectof initially applyingtheupdatedyuidancefor certainsalescommissions
asanadjustmento the openingbalanceof retainedearninggotaling$12,263on April 1, 2018. Therewasno cumulative
effect for performanceandincentivefeesor fund expenseeimbursemenaccounting. The comparativeinformation for
fiscal 2018hasnot beenrestatecandcontinuego bereportedunderthe prior accountingyuidancean effectfor thatperiod.

Legg Masonprimarily earnsrevenuesby providing investmentmanagemenservicesand distribution and shareholder
servicedor its customerswhicharegenerallyinvestmentundsor theunderlyinginvestordn separatelynanageéccounts.
As further discussedelow revenuesalculatedbasedon the value of the investmentaindermanagementieterminethe
transactiorpricerecognizedvhenobligationsunderthetermsof contractavith customersresatisfied whichis generally
overtime asthe servicesarerendered.

Legg Masonalsohasresponsibilityfor the valuationof assetaindermanagement’AUM"), substantiallyall of which is
basedn observablenarketdatafrom independenpricing servicesfund accountingagentscustodian®r brokers.

InvestmentAdvisoryFees

LeggMasonearngnvestmentdvisoryfeesonasset#n separatelynanagedccountsinvestmenftunds,andotherproducts
managedor LeggMason'slients. Generallyinvestmentmanagemergervicesareasingleperformancebligation,asthey

includea seriesof distinctserviceghataresubstantiallythe sameandaretransferredo the customermvertime usingthe

sametime-basedmeasureof progress. Investmentmanagementservicesare satisfied over time as the customer
simultaneouslyeceivesandconsumeshe benefitsasthe advisoryservicesareperformed.

SeparateAccountand FundsAdvisoryFees

Separat@accountandfundsadvisoryfeesarevariableconsiderationvhichis primarily basedn predeterminegercentages
of thedaily, monthlyor quarterlyaveraganarketvalueof theAUM, asdefinedin theinvestmenmanagemerdgreements.
Theaveragenarketvalueof AUM is subjecto changebasednfluctuationsandvolatility in financialmarketsandassuch,
separataccountindfundsadvisoryfeesareconstrainedintil theendof themonthor quartemwhentheactualaveragenarket
valueof theAUM is knownanda significantrevenuaeversais nolongerprobable. Therefore separateccountandfund
advisoryfeesare includedin the transactionprice and allocatedto the investmentmanagemenservicesperformance
obligationat the endof eachmonthly or quarterlyreportingperiod,as specifiedin the investmentmanagementontract.
Paymentfor servicesunderinvestmentmanagementontractsis due oncethe variableconsideratioris allocatedto the
transactiorprice,andgenerallywithin 30 days. Recognitionof separat@ccountandfundsadvisoryfeerevenueunderthe
updatedguidances consistentvith Legg Masongp#ior revenuerecognitionprocess.

Performanceand IncentiveFees

Performancandincentivefeesarevariableconsideratiorthatmaybe earnedn certaininvestmentmanagemertontracts
for exceedingperformancebenchmarkson a relative or absolutebasisor for exceedingcontractualreturn thresholds.
Performancendincentivefeesareestimatedat the inceptionof a contract;however a rangeof outcomess possibledue
to factorsoutsidethe control of the investmentmanagerparticularly marketconditions. Performancendincentivefees
arethereforeexcludedfrom the transactiorprice until it becomesprobablethat a significantreversalin the cumulative
amountof revenuaecognizedvill notoccur A portionof LeggMason'sperformancendincentivefeesareearnecased
on 12-monthperformanceperiodsthat endin differing quartersduring the yeat with a portion alsobasedon quarterly
performanceeriods. LeggMasonalsoearngperformancendincentivefeeson alternativeandcertainotherproductghat
lock atthe earlierof theinvestoiig #érminationdateor theliquidation of the fund or contract,in multiple-yearintervals,or
uponthe occurrencef specificevents suchasthe saleof assets.For certainof theseproducts performancendincentive
feesmayberecognizedisrevenuesarlierundertheupdatedyuidancehanunderprior revenuegecognitionpracticesyhich
deferredrecognitionuntil all contingenciesvereresolved.Any suchperformancdeesrecognizedrior to theresolutionof
all contingenciesrerecordedasa contractassetn Othercurrentassetor Othernon-currentassetsn the Consolidated
BalanceSheetdependingon the lengthof time until the contingenciegreresolved Perthe termsof certainacquisitions,
performancdeesearnecn pre-closéAUM of theacquiredentitiesarefully passedhroughascompensatioexpenseand
thereforehavenoimpacton Net Income(Loss)Attributableto LeggMasoninc.

FeeWaiversand Fund Expensdreimbursements

LeggMasonmaywaivecertainfeesfor investorsor mayreimbursets investmenfundsfor certainoperatingexpenseshen
suchexpensesxceed certainthreshold. Feewaiverscontinueto bereportedasareductionin advisoryfeerevenueunder
the updatedguidance. Under prior accountingguidance fund expenseaeimbursements excesof recognizedevenue
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wererecordedasOtherexpensen the Consolidatecstatementsf Income(Loss). Undertheupdatedaccountingguidance,
thesefund expenseeimbursementthatexceedherecognizedevenueaepresena changen thetransactiorpriceandare
thereforereportedasareductionof Investmeniadvisoryfees- Fundsin the Consolidatedtatementsf Income(Loss).

Distribution and ServiceFeesRevenueand Expense

Distribution andservicefeesrepresenfeesearnedrom fundsto reimbursethe distributorfor the costsof marketingand
sellingfund sharesandaregenerallydeterminedisa percentagef clientassetsReportecamountsalsoincludefeesearned
from providingclientor shareholdeservicing,includingrecordkeepingor administrativeservicego proprietaryfunds,and
non-discretionaradvisoryservicegor assetsinderadvisementDistributionandservicefeesearnedncompany-sponsored
investmenfundsarereportedasrevenue.Distributionservicesandmarketingservicesareconsideredsingleperformance
obligationasthesucces®f sellingtheunderlyingsharess highly dependentiponthesalesandmarketingefforts. Ongoing
shareholdeservicingis a separatg@erformancebligationastheseservicesarenot highly interrelatecandinterdependent
onthesaleof theshares.Feesearnedelatedto distributionandshareholdeservingareconsidered/ariableconsideration
becaus¢heyarecalculatedbasedn theaveragenarketvalueof thefund. Theaveragemarketvalueof thefundis subject
to changebasednfluctuationsandvolatility in financialmarketsandassuch distributionandshareholdeservicefeesare
generallyconstrainedintil theendof themonthor quartemwhentheactualmarketvalueof thefundis knownandtherelated
revenuds no longersubjectto a significantreversal. Therefore distributionandservicefeesaregenerallyincludedin the
transactiormpriceattheendof eachmonthlyor quarterlyreportingperiodandareallocatedo thetwo performancebligations
basedon the amountspecifiedin eachagreement.While distributionservicesarelargely satisfiedat the inceptionof an
investmentthe ultimateamountsof revenuearesubjectto thevariableconsideratiortonstraint. Accordingly, a portion of
distributionandservicerevenuewill berecognizedn periodssubsequerto the satisfactiorof the performancebligation.

Certainfundshareclasse®nly chagefor distributionservicesattheinceptionof theinvestmenbasednafixed percentage
of theshareprice. Thisfixed priceis allocatedo the performancebligation,whichis substantiallysatisfiedatthetime of
theinitial investment.

Recognitiorof distributionandserviceeerevenueaindertheupdatedjuidances consistenivith LeggMasonggyior revenue
recognitionprocess.

WhenLegg Masonentersinto arrangementwiith brokerdealersor otherthird partiesto sell or marketproprietaryfund
sharesdistributionandservicingexpensés accruedor theamountowedto third partiesjncludingfindersfeesandreferral
feespaidto unafiliated brokerdealersor introducingpartiesandis recordedasDistribution andservicingexpensen the
Consolidatecstatementsf Income(Loss). Distributionandservicingexpensealsoincludespaymentdo third partiesfor
certainshareholdeadministrativeservicesandsub-advisonfeespaidto unafiliated assetmanagers.

ContractCostsand DeferredSalesCommissions

Legg Masonincursordinary coststo obtaininvestmentmanagementontractsandfor servicesprovidedto customersn
accordancaevith investmentmanagemenagreements.Thesecostsinclude commissiongaid to wholesalersemployees
andthird-partybrokerdealersandadministratiorandplacementees. Dependingon the type of servicesprovided,these
feesmaybepaidatthetime the contractis obtainedor on anongoingbasis. Underthe updatedjuidancegoststo obtaina
contractshouldbe capitalizedif the costsareincrementablndwould not havebeenincurredif the contracthadnot been
obtainedandcoststo fulfill thecontractshouldbe capitalizedf theyrelatedirectly to a contractthecostswill generater
enhanceesourcesf theentitythatwill beusedn satisfyingperformancebligationsin thefuture,andthecostsareexpected
to berecovered.Consistentvith prior accountingproceduresfundlaunchcosts jncludingorganizationahndunderwriting
costs,placementfeesand commissiongpaid to employeeswholesalersand brokerdealersfor salesof fund sharesare
expensedsincurred,asthesecostswouldbeincurredregardlessf theinvestor However commissionpaidto employees
andretailwholesalersn connectiorwith the saleof retail separat@ccountareconsideredncrementalasthesefeesrelate
to obtaininga specificcontract,arecalculatedbasedon specifiedratesandarerecoverablehroughthe managemenfees
earnedandarethereforecapitalizedundertheupdatedaccountingguidance.Suchcommissionsvereexpense@sincurred
underLegg Masongptior accountingpractices. Capitalizedsalescommissionsare amortizedbasedon the transferof
servicesto which the assetgelate,which averagedour years. Legg Masonrecordeda cumulative-efiect adjustmenof
$14,83%sanincreaseo RetainedEarningson the ConsolidatedBalanceSheetasof April 1,2018.

Commissiongpaid by Legg Masonto financial intermediariesn connectionwith salesof certainclassesof company-
sponsorednutualfundsaregenerallycapitalizedas deferredsalescommissionsThe asseis amortizedover periodsnot
exceedingsix years which representhe periodsduringwhich commissionsaregenerallyrecoveredrom distributionand
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servicefeerevenueandfrom contingendeferredsaleschages("CDSC") receivedrom shareholdersf thosefundsupon
redemptiorof their shares.CDSCconsideratioris generallyvariableandis basedn thetiming of wheninvestorsedeem
theirinvestment. Therefore the variableconsiderations includedin thetransactiomprice oncethe investorsredeentheir

sharesandis satisfiedata pointin time. CDSCreceiptsarerecordechsdistributionandservicefeerevenuevhenreceived
anda reductionof the unamortizedalanceof deferredsalescommissionswith a correspondingxpense.Deferredsales
commissionsincludedin Othernon-currentassetsn the ConsolidatedBalanceSheetsyere$1,895and$1,419at March

31,2020and2019,respectively

Undertheupdatedaccountingyuidancel.eggMasonhaselectedo expensesalescommissionselatedto certainfundshare
classesvith amortizationperiodsof oneyearor lessasincurred. LeggMasonrecordeda cumulative-effect adjustmenof

$2,576asa decreasdo RetainedEarningson the ConsolidatedBalanceSheetasof April 1, 2018,to reflectthe expense
associateavith suchcommissionsywhich hadpreviouslybeencapitalizedunderLeggMason'sprior accountingpractices.

Cashand CashEquivalents
Cashequivalentsarehighly liquid investmentsvith original maturitiesof 90i¢,%2daykess.

Restricted Cash

Restricteccastrepresentsashcollateralrequiredior markethedgearrangementsotal returnswaparrangementsndother
cashthatis notavailableto LeggMasonfor generakorporateuse,including cashof consolidatednvestmentvehiclesand
affiliate benefittrustcash.

Financial Instruments
Substantiallyall financialinstrumentsrereflectedin thefinancialstatementatfair valueor amountghatapproximateair
value,exceptLeggMason'dong-termdebt.

As discussedbovein "Consolidation,"proprietaryfund and otherinvestmentproductswith seedcapitalinvestmentsare
initially consolidatedndtheindividual securitieswithin the portfolio areaccountedor asequityinvestmentsLeggMason
consolidatesheseproductsaslong asit holdsa controllingfinancialinterestin the product. Upondeconsolidatiorwhich
typically occursafter severalyears,LeggMasonaccountdor its seedcapitalinvestmentsn proprietaryfund productsas
equitymethodnvestmentgfurtherdescribedelow)if its ownershigs betweer20%and50%,0r it otherwisehastheability
to significantlyinfluencethefinancialandoperatingpoliciesof thefund or otherproduct. ForpartnershipandLLCs, where
third-partyinvestorsmay havelessability to influenceoperationsthe equity methodof accountings consideredf Legg
Mason'sownershipis greatethan3%. Changesn thefair valueof seedcapitalinvestmentsrerecognizedn Othernon-
operatinghcome(expense)net,on the Consolidatedstatementsf Income(Loss).

LeggMasongenerallyredeemsts seedcapitalinvestmentsvhenthe relatedproductestablishes sufficient track record,
whenthird-partyinvestmentsn the relatedproductaresufficient to sustainthe strategyor whena decisionis madeto no
longerpursuethe strategy Thelengthof time LeggMasonholdsa majority interestin a productvariesbasedn a number
of factors,suchasmarketdemandmarketconditionsandinvestmenperformance.

Forequityinvestmentsn which LeggMasondoesnot controltheinvesteeandis notthe primarybeneficiaryof aVIE, but
canexertsignificantinfluenceover the financial and operatingpolicies of the investee | egg Masonfollows the equity
methodof accounting.Theevaluationof whetherLegg Masoncanexertcontrolor significantinfluenceoverthefinancial
andoperationapoliciesof aninvesteaequiressignificantjudgmentasednthefactsandcircumstancesurroundingeach
individual investment. Factorsconsideredn theseevaluationgnay includeinvestorvoting or otherrights,anyinfluence
Legg Masonmay haveon the governingboardof the investeethe legalrights of otherinvestorsin the entity pursuanto
thefund'soperatingdocumentsandtherelationshipbetween_egg Masonandotherinvestorsin the entity. LeggMason's
equitymethodinvesteeghatareinvestmentompaniesecordtheir underlyinginvestmentatfair value. Thereforeunder
theequitymethodbf accountingl.eggMason'shareof theinvestee'sinderlyingnetincomeorlosspredominantlyepresents
fair value adjustmentsn the investmentseld by the equity methodinvestee. Legg Mason'sshareof the investee'siet
incomeor lossis basen themostcurrentinformationavailableandis recordedasa netgain (loss)on investmentsvithin
Othernon-operatingncome (expense)net. A portion of earnings(losses)attributableto Legg Mason'sequity method
investmentshas offsetting compensationexpenseadjustmentsunder revenue sharing arrangementsand deferred
compensatiorarrangementsherefore fluctuationsin the marketvalue of investmentsvith suchoffsetswill not havea
materialimpactonNetincome(Loss)Attributableto LeggMason,i¢ Yz2Distributionsreceivedrom equitymethodnvestees
areclassifiedin the Consolidatedstatementsf CashFlows aseitheroperatingor investingactivitiesbasedon the nature
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of the distribution. Legg Mason evaluatests equity methodinvestmentsor impairmentwhen eventsor changesn
circumstancedicatethatthe carryingvalueof theinvestmenexceedsts fair value,andthedeclinein fair valueis other
thantemporary

LeggMasonalsoholdsmarketableequity securitiesandfixed incomesecuritiesvhich areclassifiedasequityinvestments.
Certaininvestmentsecuritiesjncluding thoseheld by CIVs, arealsoclassifiedasequity investments.Theseinvestments
arerecordedat fair valueandrealizedandunrealizedyainsandlossesareincludedin currentperiodearnings.

Equity andfixed incomesecuritiesaarevaluedusingclosingmarketpricesfor listedinstrumentsr brokerprice quotations,
whenavailable. Fixed incomesecuritiesmay also be valuedusing valuationmodelsand estimateshasedon spreaddo
activelytradedbenchmarldebtinstrumentswith readily availablemarketprices.

Forinvestmentsn illiquid or privately-heldsecuritiesor which marketpricesor quotationamay not bereadily available,
managemenéstimateghe value of the securitiesusing a variety of methodsand resourcesincluding the mostcurrent
availablefinancialinformationfor theinvestmentndtheindustry As apracticalexpedientLeggMasonreliesonthenet
assewvalue("NAV") of certaininvestmentsn partnershipandlimited liability companyastheirfair value. TheNAVs that
havebeenprovidedby investeesarederivedfrom thefair valuesof the underlyinginvestmentasof thereportingdate.

Legg Mason measurescertain investmentsin partnershipsand limited liability companiesthat do not have readily
determinabléfair valuesanddo not qualify for the NAV practicalexpedientat "adjustedcost." Underthis adjustedcost
method,investmentsareinitially recordedat cost,and subsequenthadjusted(increasedr decreasedyvhenthereis an
observabléransactionnvolvingthesamenvestmentsor similarinvestmentéromthesamedssuerAdjustedcostinvestment
carryingvaluesarealsoreviewedandadjustedor impairmentf any

SeeNotes 3 and 20 for additional information regardingLegg Mason'sseedcapital and other investmentsand the
determinatiorof whetherinvestmentsn proprietaryfund andotherinvestmenproductsrepresenVIEs, respectively

In additionto the financial instrumentsdescribedaboveandthe derivativeinstrumentsdescribedbelow otherfinancial
instrumentshatarecarriedatfair valueor amountghatapproximatdair valueincludeCashandcashequivalentandShort-
termborrowings. Thefair valueof long-termdebtat Marchi¢,%23020and2019,aggregate$1,970,94%nd $2,270,964
respectively Thesefair valueswereestimatedusingpublicly quotedmarketpricesandwereclassifiedasLevel 2 in thefair
valuehierarchyasdescribedelow

Derivative Instruments

Thefair valuesof derivativeinstrumentsrerecordedisOtherasset®r Otherliabilities ontheConsolidatedalanceSheets.
LeggMasonusesfuturescontracton indexfundsto hedgethe marketrisk of certainseedcapitalinvestmentandforeign
exchangdorwardsto hedgetherisk of movemenin exchangeateson certainasset@andliabilities. LeggMasonhasalso
enteredinto varioustotal return swap arrangementsvith financial intermediarieswith respectto certainLegg Mason
sponsoredETFswhich resultedin investmentsn the ETFsby the financial intermediaries.In connectionwith the total
returnswaparrangementd,egg Masonexecuteduturescontractgo partially hedgethe relatedmarketrisk. On a limited
basis,Legg Masonhasalsousedinterestrate swapsto hedgethe risks of movementn interestrateson certainfinancial
liabilities.

Legg Masonhasnot designatedany financial instrumentsor hedgeaccountingasdefinedin the accountingliterature,
duringtheperiodspresentedThegainsor lossenderivativeinstrumentsiotdesignatedor hedgeaccountingareincluded
asOtheroperatingncome(expensedr Othemon-operatingncome(expensehet,in theConsolidate®tatementef Income
(Loss),dependingnthestrategy SeeNote 17 for additionalinformationregardingderivativesandhedging.

Fair Value Measurements

Accountingguidancéor fair valuemeasurementdefinesfair valueandestablishes frameworkfor measurindgair value.
Fairvalueis definedasthe exchangeprice thatwould bereceivedor anassebr paidto transferaliability in the principal
ormostadvantageousarketfor theasseorliability inanorderlytransactiometweemarkefparticipant®nthemeasurement
date. Underaccountingguidancea fair valuemeasuremerghouldreflectall of the assumptionshat marketparticipants
would usein pricing theassebr liability, includingassumptiongabouttherisk inherentin a particularvaluationtechnique,
theeffect of arestrictionon the saleor useof anassetandtherisk of non-performance.
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Theobjectiveof fair valueaccountingneasuremenis to reflect,atthe dateof thefinancial statementdhow muchanasset
wouldbesoldfor in anorderlytransactiorfasopposedo adistressear forcedtransactionundercurrentmarketconditions.
Specifically it requiregheuseof judgmentto ascertainf aformerly activemarkethasbecomenactiveandin determining
fair valueswhenmarketshavebecomeinactive. The guidancealso requirestimely disclosuregegardingexpectedcash
flows, creditlossesandanagingof securitieswith unrealizedosses.

Fairvalueaccountingyuidancelsoestablisheahierarchythatprioritizestheinputsfor valuatiorntechniquesisedo measure
fair value. Thefair valuehierarchygivesthehighesfriority to quotedpricesin activemarketgor identicalassetsr liabilities
andthelowestpriority to unobservablénputs.

LeggMason'dinancialinstrumentsaremeasure@ndreportedat fair value (exceptiong-termdebt)andareclassifiedand
disclosedn oneof thefollowing categories:

Leveli¢ VAigaacialinstrumentsfor which pricesare quotedin active markets,which, for Legg Mason,include
investmentsn publicly tradedmutualfundswith quotedmarketprices equitiedistedin activemarketsandcertain
derivativeinstruments.

Leveli¢ VRIngrteialinstrumentgor which pricesarequotedfor similarassetandliabilities in activemarketsprices
arequotedfor identicalor similar assetsn inactivemarketsor pricesarebasedon observablénputs,otherthan
guotedprices,suchas modelsor othervaluationmethodologies.For Legg Mason,this categoryincludesfixed
incomesecuritiescertainproprietaryfund andotherinvestmeniproductsandcertainlong-termdebt.

Leveli¢ VRgrieialinstrumentgor which valuesarebasedn unobservabl@puts,includingthosefor whichthere
is little or no marketactivity. ForLeggMason this categonjincludesinvestmentsn partnershipdjmited liability
companiegprivateequityfunds,andrealestatdunds. Thiscategorymayalsoincludecertainproprietaryinvestment
productswith redemptiorrestrictionsandcontingentconsideratiotiabilities, if any.

The valuationof anassetr liability may involve inputsfrom morethanonelevel of the hierarchy Thelevelin the fair
valuehierarchyin which a fair valuemeasuremerflls in its entiretyis determinedasecdon the lowestlevel input thatis
significantto thefair valuemeasuremerih its entirety

Certainproprietaryfund productsandinvestmentsheld by CIVs arevaluedat NAV determinedby the applicablefund
administrator Thesefundsaretypically investedin exchangdradedinvestmentsvith observablanarketprices. Their
valuationsmay be classifiedasLeveli¢ Yedyeli¢ eByeli¢ *@BNAV practicalexpedien{furtherdiscussedbelow),basedon
whetherthe fund is exchangetraded,the frequencyof the relatedNAV determinationsand the impact of redemption
restrictions.

Futurescontractsarevaluedat thelastsettlemenprice at the endof eachday on the exchangeiponwhich theyaretraded
andareclassifiedasLeveli¢ ¥21.

Forinvestmentsn illiquid andprivately-heldsecuritiegprivateequityandinvestmenpartnershipsjor whichmarketprices
or quotationsnaynotbereadilyavailable managemennustestimatehevalueof thesecuritieusinga variety of methods
andresourcesincluding the mostcurrentavailablefinancial informationfor the investmentandthe industryto which it

appliesn orderto determindair value. Thesevaluationprocessefor illiquid andprivately-heldsecuritiesnherentlyrequire
managementjsdgmentndarethereforeclassifiedasLeveli¢ ¥8ggMasonholdsinvestmentsn realestatdundsstructured
aspartnershipandlimited liability companieswhich areclassifiedasLevel 3. Thefair valuesof investmentsn realestate
fundsarepreparedyiving consideratiorio theincome,costandsalescomparisorapproachesf estimatingpropertyvalue.
Theincomeapproachestimatesnincomestreanfor apropertyanddiscountghisincomeplusareversionpresumedale)
into a presentvalueatarisk adjustedate. Yield ratesandgrowth assumptionsitilized in this approacharederivedfrom

marketransactionaswell asotherfinancialandindustrydata Thediscountateandtheexit capitalizatiorratearesignificant
inputsto thesevaluationsTheseratesarebasednthelocation,typeandnatureof eachproperty andcurrentandanticipated
marketconditions. Thecostapproactestimateshereplacementostof thebuildinglessphysicaldepreciatiorplustheland

value. The salescomparisorapproaclcomparesecenttransactiongo the appraisegroperty Adjustmentsaremadefor

dissimilaritieswhichtypically providearangeof value. Many factorsarealsoconsideredn thedeterminatiorof fair value
including, but not limited to, the operatingcashflows andfinancial performanceof the properties propertytypesand
geographidocations the physicalconditionof the assetprevailingmarketcapitalizatiorrates prevailingmarketdiscount
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rates,generaleconomicconditions,economicconditionsspecificto the marketin which the assetsarelocated,and any
specificrights or termsassociatedavith theinvestment.Becausef theinherentuncertaintieof valuation,the valuesmay
materiallydiffer from the valuesthatwould be determinedy negotiationeld betweerpartiesin a saletransaction.

Asapracticakexpedientl eggMasorreliesontheNAV of certainnvestmente partnershipandlimitedliability companies,
astheir fair value. The NAVs that havebeenprovidedby investeesare derivedfrom the fair valuesof the underlying
investmentasof thereportingdate. Investmentsor which fair valueis measuredisingNAV asa practicalexpedieniare
not requiredto be categorizedvithin thefair valuehierarchy

Any transferdbetweercategoriemremeasuredt the beginningof the period.
SeeNote 3 for additionalinformationregardingfair valuemeasurements.

Leases

Effective April 1,2019LeggMasonadoptedupdatedaccountingguidanceon leaseswvhich requiresright-of-use("ROU")
assetandleaseliabilities to be recordedon the balancesheeffor leases.The guidancespecifiesthatat theinceptionof a
contract,an entity mustdeterminewhetherthe contractis or containsa lease. The contractis or containsa leaseif the
contractconveysthe right to control the useof the property plant, or equipmentfor a designatedermin exchangeor
considerationLeggMasonggéaluatiorof its contractdo determinavhethertheyareor containaleaseinvolvesassessing
whetherthereis aright to obtainsubstantiallyall of theeconomidenefitsfrom theuseandtheright to directtheuseof the
identifiedassein the contract.

LeggMasonadoptedheguidanceonamodifiedretrospectivdasisonApril 1,2019,andtherelatedamountsn prior periods
havenotbeerrestated LeggMasonhasoperatingeaseshatprimarily relateto realpropertyandfinancingleaseshatrelate
to equipment.As a practicalexpedient].egg Masonhaselectedto not capitalizeleaseswith atermof 12 monthsor less
without a purchaseptionthatit is likely to exercise.Also asapracticalexpedienfor disclosurel_.eggMasonhaselected
to not separatéeaseandnon-leasecomponent®n operatingandfinancingleases.Leasecomponentsre paymentitems
directly attributableto the useof the underlyingassetwhile non-leaseeomponentsareexplicit elementf a contractnot
directly relatedto the use of the underlying asset,including passthrough operatingexpensessuch as commonarea
maintenanceieal estatdaxesandutilities.

ROU assetsandleaseliabilities arerecognizedn the ConsolidatedBalanceSheetat the presentvalue of the future lease
paymentoverthelife of theleaseterm. As implicit ratesfor leasesarenot determinablethe Companyusesdiscountrates
basednincrementaborrowingratesonacollateralizeasis for therespectiveinderlyingassetstor termssimilarto the
respectivdeases.LeasecostsareincludedasOccupanciyexpensén the Consolidatedstatementsf Income(Loss). Fixed
basepaymenton operatingeasegaiddirectly to thelessorarerecordedasleaseexpensen a straight-linebasis. Related
variablepaymentsdasedon usagechangesn anindexor marketrateareexpensedsincurred. Paymentn financing
leasesarerecordedhsleaseexpensen alevel-yield basis.

UponadoptiononApril 1,2019,LeggMasonrecordedROU asset®f $342,418ndleasdiabilities of $411,115 relatedto
its realpropertyoperatingeasesandequipmenfinancingleases.LeggMasonhassubleasedr hasvacatedandis pursuing
subleasefor certainoffice space.As of March31,2019,the leasereservdiability for subleasedpaceandvacatedspace
for which subleasesvere being pursuedof $24,063was includedin other currentand non-currentliabilities on the
ConsolidatedBalanceSheetunderprior accountingguidance. Upon adoptionof the updatedguidancethe existinglease
reservdiability wasreclassifiecdasareductionof theROUassetsROU assetaretestedor impairmentwvhencircumstances
indicatethatthe carryingvaluesmaynotberecoverable.

Theadoptionof this guidancedid notrequirea cumulativeeffectadjustmenbr havea materialimpactonthe Consolidated
Statementsf Income(Loss)or Consolidatedstatementsf CashFlows.

SeeNote 8 for additionalinformation.

Fixed Assets

Fixed assetgrimarily consistof software,leaseholdmprovementsand equipment. Capitalizedsoftwareincludesboth
purchasedoftwareandinternally developedsoftware.Equipmentconsistgprimarily of communicationandtechnology
hardwareandfurniture andfixtures. Fixed assetsarereportedat cost,net of accumulatediepreciatiorandamortization.
Depreciatiorandamortizationaredeterminedy useof the straight-linemethod.Softwareis amortizedoverthe estimated
usefullives of theassetsgenerallythreeto five years.Leaseholdmprovementsreamortizedor depreciatedvertheinitial
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termof theleaseunlessptionsto extendarelikely to beexercisedEquipmenis depreciatedvertheestimatedisefullives
of the assetsgenerallyrangingfrom threeto eightyears. The costof softwareusedundera servicecontractwhereLegg
Masondoesnot own or control the softwareis expensedverthe term of the contract. Maintenanceandrepaircostsare
expenseasincurred. Internallydevelopedoftwareis reviewedperiodicallyto determinegf thereis achangen theuseful
life, or if its valuehasbeenimpaired. If thevalueis impaired,the asseis written downto its fair valueor is written off if

theasseis determinedo nolongerhaveanyvalue.

Intangible Assetsand Goodwiill

LeggMason'sdentifiableintangibleassetsonsisprincipallyof assetnanagemertontractsgontractdo manageroprietary
mutualfunds hedgdunds realestatdunds,orfunds-of-hedgéunds,andtradenamesesultingfromacquisitions Intangible
asset@reamortizedovertheir estimatedisefullives, usingthe straight-linemethodunlesshe asseis determinedo have
anindefinite usefullife. Assetmanagementontractsareamortizablentangibleassetghatare capitalizedat acquisition
andamortizedoverthe expectedife of the contract. Thevalueof contractso manageassetsn proprietaryfunds,hedge
funds,realestatdundsorfunds-of-hedgéundsandthevalueof tradenamesreclassifiedasindefinite-lifeintangibleassets.
The assignmenof indefinite lives to proprietaryfund contractss baseduponthe assumptiorthatthereis no foreseeable
limit onthe contractperiodto manageproprietaryfundsdueto thelikelihood of continuedrenewalatlittle or nocost. The
assignmenbf indefinite lives to tradenamesis basedon the assumptiorthat they are expectedo generatecashflows
indefinitely.

Goodwillrepresenttheresiduabmountbf acquisitioncostin exces®f identifiedtangibleandintangibleasseteandassumed
liabilities. Indefinite-life intangible assetsand goodwill are not amortizedfor financial statemenpurposes. Given the
relative significanceof intangibleassetsandgoodwill to the Company'ssonsolidatedinancial statementspn a quarterly
basisLeggMasonconsidersf triggeringeventshaveoccurredthat may indicatethatthe fair valueshavedeclinedbelow
their respectivecarryingamounts. Triggeringeventsmay include significantadversechangesn the Company'dusiness
or thelegal or regulatoryenvironmentjossof key personnelsignificantbusinesslispositionspr otherevents,including
changesn economicarrangementsvith our affiliates thatwill impactfuture operatingresults. If atriggeringeventhas
occurred,the Companywill perform quantitativetests, which include critical reviews of all significant factors and
assumptiondp determingf anyintangibleasset®r goodwill areimpaired. LeggMasonconsidergactorssuchasprojected
cashflows andrevenuemultiples,to determinevhethethevalueof theassetss impairedandtheindefinite-lifeassumptions
areappropriate.If anassets impaired thedifferencebetweerthevalueof theasseteflectedon the consolidatedinancial
statementandits currentfair valueis recognizedasanexpensen the periodin which theimpairmentis determined.If a
triggeringeventhasnotoccurredtheCompanyerformguantitativaestsannuallyatOctobeB1for indefinite-lifeintangible
assetsandgoodwill, unlessthe Companycanqualitativelyconcludethatit is morelikely thannot thatthe respectivefair
valuesexceedhe relatedcarryingvalues. The fair valuesof intangibleassetsubjectto amortizationare consideredor
impairmentat eachreportingperiodusinganundiscounteadashflow analysis.

Forintangibleassetsvith indefinitelives, fair valueis determinedrom amarketparticipant'perspectivéasedn projected
discountedtashflows, which takeinto consideratiorestimate®f future revenuesprofit magins, growthrates taxes,and
discountrates. Proprietaryfund contractshat are managedandoperatedasa single unit and meetother criteria may be
aggregatefbr impairmentesting. Goodwill is evaluateditthereportingunit level,andis consideredor impairmentwhen
the carryingvalueof the reportingunit exceedgheimplied fair valueof thereportingunit. In estimatingthe implied fair
valueof thereportingunit, LeggMasonusesvaluationtechniquegrincipally basedn discountegrojectedcashflows and
EBITDA multiples,similarto techniqueemployedn analyzingthe purchaseprice of anacquisition. Goodwill is deemed
to berecoverablatthereportingunitlevel, whichis alsotheoperatingsegmentevelthatLeggMasondefinesastheGlobal
AssetManagememtegmentThisresultdromthefactthatthechiefoperatinglecisiormaker LeggMason'sChiefExecutive
Officer, regularlyreceivediscretefinancialinformationat the consolidatedslobal AssetManagemenbusinesdevel and
doesnot regularlyreceivediscretefinancial information, suchas operatingresults,at any lower level, suchasthe asset
managemendffiliate level. Allocationsof goodwill for managementestructuresacquisitionsanddispositionsarebased
onrelativefair valuesof therespectivebusinesserestructuredacquired pr divested.

SeeNote5 for additionalinformationregardingntangibleasset@ndgoodwill andNote 19for additionalbusinessegment
information.
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Debt

Long-termdebtis recordedat amortizedcost.ikftamortizedoremiums discountsgdebtissuanceostsandfair valuehedge
adjustmentselatedto long-termdebtarepresentedn the balancesheetasdirectadjustmentso the carryingvalueof the
associatedbng-termdebtliability andamortizedo Interestexpenseverthelegaltermof theassociatedebt.

Translation of Foreign Curr encies

Assetsandliabilities of foreignsubsidiariegshataredenominatedn non-U.S.dollar functionalcurrenciesaretranslatedat
exchangeatesasof the ConsolidatedalanceSheetates.Revenuesindexpensearetranslatedtaveragexchangeates
duringthe period. The gainsor lossegesultingfrom translatingforeign currencyfinancial statementito U.S. dollarsare
includedin stockholdersequity and comprehensivencome (loss). Gains or lossesresulting from foreign currency
transactiongreincludedin NetIncome(LosSs).

LossContingencies

LeggMasonaccruesstimategor losscontingencieselatedto legalactions,nvestigationsandproceedingsexclusiveof
legalfees,whenit is probablehataliability hasbeenincurredandtheamountbof losscanbereasonablgstimatedEstimates
for losseson mattersthatexistasof thereportingdatemaybe adjustedorior to therelatedfinancial statemenissuancedor
changesn likelihood of anoutcomeor estimableamounts.Relatednsuranceecoveriesaarerecordedseparatelywhenthe
underwriterhasconfirmedcoverageof a specificclaim amount. SeeNote 9 for additionalinformation.

Stock-BasedCompensation

Legg Mason'sstock-basedompensatiorncludesrestrictedstock units, stock options,an employeestock purchaseplan
("ESPP"),market-and performance-baseperformancesharespayablein commonstock, managemengquity plansfor
certainaffiliates anddeferredcompensatiopayablen stock. Underits stockcompensatioplans,LeggMasonhasissued
equityawardgo directors pfficers,andotherkey employees.Underthetermsof the MergerAgreementL.eggMasonmay
notgrantanynewawardsor amendr modify thetermsof anyoutstandingwardsunderanyof its stock-basedompensation
plans. In addition thepurchasef sharesindertheESPRceasedn February2020andthe ESPRwill terminatammediately
prior to the closingdateof the Merger.

In accordancevith theapplicableaccountingguidancecompensatioexpenséncludescostsfor all non-vestedhare-based
awardslassifiedasequityattheirgrantdatefair valueamortizedovertherespectiverestingperiods whichmaybereduced
for retirement-eligiblerecipients,on the straight-linemethod. The grant-datefair value of equity-classifiedshare-based
awardswith immediatevestingis alsoincludedin Compensatiomndbenefitsexpense.The MergerAgreemeniprovides
for thesettlemenof all outstandingequityawardgvestedandunvested)¢ontingenupontheMergerclosing. Thesettlement
of unvestedawardsaccommodateBranklin'sacquisitionof LeggMason therefore eggMasondoesnotincuranyrelated
acceleratedompensatiomxpense.

Excesgaxbenefitsanddeficienciesssociatedith stock-basedompensatioarerecognized@sdiscretdtemsin thelncome
taxprovision(benefit)in theConsolidate&tatementsf Income(Loss)in thereportingperiodin whichtheyoccur potentially

increasinghevolatility of the Incometax provision(benefit)asaresultof fluctuationsin LeggMason'sstockprice. Legg

Masonaccountdor forfeituresasthey occur Cashflows relatedto incometax deductionsn excesof or lessthanthe

relatedstock-basedompensatiorexpenseare classifiedas CashFlows from OperatingActivities in the Consolidated
Statementsf CashFlows.

LeggMasondetermineshefair valueof option-likeaffiliate managemergquityplangrantsusingtheBlack-Scholesption-
pricing model,subjectto any post-vestinglliquidity discounts. Performanceshareunits arevaluedusinga Monte Carlo
pricing model. SeeNote 12 for additionalinformationregardingstock-basedompensation.

Earnings Per Share

Basicearninggershareattributableto LeggMason,Inc. shareholder§'EPS")is calculatedby dividing NetIncome(Loss)
Attributableto LeggMason,Inc. (adjustedo removeearningsllocatedo participatingsecuritiespy theweighted-average
numberof share®utstandingwhichexcludegarticipatingsecurities LeggMasonhasissuedo employeesestrictedstock
unitsthataredeemedo beparticipatingsecuritiegprior to vesting becauséherelatedunvestedestrictedstockunitsentitle
their holderto nonforfeitabledividendrights. In this circumstanceaccountingguidancerequiresa’i¢, Y2two-classthodifdrn
EPScalculationghatexcludesarninggpotentiallybothdistributedandundistributedallocatedo participatingsecurities
anddoesnot allocatelossedo participatingsecurities. Contingentlyissuablesharesareexcludedfrom shareutstanding
for basicEPSuntil the contingencyis resolved.
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Diluted EPSis similar to basicEPS,but the effect of potentialcommonsharess includedin the calculationunlessthe
potentialcommonsharesare antidilutive. For periodswith a netloss, potentialcommonsharesotherthan participating
securitiesareconsidered@ntidilutiveandareexcludedrom thecalculation.Also, contingentlyissuableshareareincluded
in diluted EPSfor the entireperiodin which the contingencyis resolved.

SeeNote 14 for additionaldiscussiorof EPS.

Restructuring Costs

As furtherdiscussedn Note 18, Legg Masonhasinitiated a strategicrestructuringto reducecosts. The costsassociated
with thestrategiaestructuringprimarily relateto employederminationbenefits incentiveso retainemployeesluringthe
transitionperiod,chagesfor consolidatingeaseffice spaceandotherexpensessuchasprofessionafees. Termination
benefits,including severancend retentionincentives,are recordedas Compensatiorand benefitsin the Consolidated
Statement®f Income(Loss). Thesecompensatioftemsrequireemployeedo providefuture serviceand,therefore are
expensedatablyovertherequiredserviceperiod. Othercostsareexpenseavhenincurred. Chagesfor consolidatindeased
office spacearerecordedn Occupancyin the Consolidatedtatementsf Income(Loss)andotherexpensesrerecorded
in the appropriateoperatingexpenselassifications.

Noncontrolling Inter ests

Noncontrollinginterestsncludeaffiliate minority intereststhird-partyinvestorequityin consolidatedponsorethvestment
products,andvestedaffiliate managemengquity planinterests. Affiliate minority interestsfor which the holdermay at
somepoint requestsettlementare classifiedas redeemablenoncontrollinginterests. For CIVs and other consolidated
sponsorednvestmeniproductswith third-partyinvestorsthe relatednoncontrollinginterestsareclassifiedasredeemable
noncontrollinginterestsif investorsin thesefunds may requestwithdrawalsat any time. Also includedin redeemable
noncontrollingnterestarevestedaffiliate managemergquityplaninterestdor whichtheholdermayatsomepointrequest
settlemenbf their interests.Redeemablaoncontrollinginterestsarereportedn the ConsolidatedBalanceSheetsat their
estimatedsettlementalues exceptthatwhensuchsettlementaluesarelessthantheissuancevalue, thereportedamount
is theissuancevalue. Changesn the expectedsettlemenvaluesarerecognizedverthe settlemenperiodasadjustments
toretainecearnings.Nonredeemablaoncontrollinginterestsncludevestedaffiliate managemergquity planinterestghat
donot permitthe holderto requessettlemenof theirinterests.Nonredeemablaoncontrollinginterestsarereportedn the
ConsolidatedBalanceSheetsat their issuancevalue, togetherwith undistributednetincomeallocatedto noncontrolling
interests.

Legg Masonestimateghe settlementvalue of noncontrollinginterestsastheir fair value. If reportedat fair valueon the
ConsolidatedalanceSheetsamountdor affiliate noncontrollingnterestandmanagemergquityplaninterestgeflectthe
relatedtotal businesenterprisevalue,afterappropriatadiscountdor lack of marketabilityandcontrol. Theremayalsobe
featuresf theseequityinterestssuchasdividendsubordinationthatarecontemplatedn their valuations. Thefair value
of option-likemanagemergquityplaninterestslsorelieson Black-Scholesptionpricingmodelcalculations.For affiliate
noncontrollinginterestssubsequenb acquisition pusines&nterprisevaluesarederivedusingvariousmethodsincluding
discountedcashflows, guidelinepublic companyandguidelinepublic transactiomrmethods. Legg Masonengageshird-
party valuationexpertsto performindependentietermination®f fair valueor to reviewinternally preparedraluations as
appropriatepbasedon the relative significanceof the relatedamountsand relatedcontractualprovisionsand changesn
valuationinputs. For consolidatedponsorednvestmenproductswheretheinvestormayrequestvithdrawalatanytime,
fair valueis basedn marketquotesof the underlyingsecuritiesheld by theinvestmenproducts.

Netincome(loss)attributableo noncontrollingnterestsn theConsolidate&tatementsf Income(Loss)includesheshare
of netincome(loss)of therespectivesubsidiaryallocatedo the minority interestholders.

SeeNote 16 for additionalinformationregardingnoncontrollinginterests.

Related Parties

Forits servicedo sponsoredhvestmentunds,LeggMasonearngnanagemerfees,incentivefees distributionandservice
fees,andotherrevenueandincursdistributionandservicingandotherexpensesasdisclosedn theConsolidatedtatements
of Income(Loss). Sponsorednvestmentfundsaredeemedo be affiliated entitiesunderthe relatedparty definition in
relevantaccountingguidance.
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Income Taxes

Deferredincometaxesareprovidedfor the effectsof temporarydifferencebetweerthetax basisof anassebr liability and
its reportedamountin the financial statements.Deferredincometax assetsare subjectto a valuationallowanceif, in
management'spinion, it is morelikely thannot thatthesebenefitswill not be realized. Legg Mason'sdeferredincome
taxesprincipally relateto net operatingloss and other carryforward benefits, businesscombinations amortizationof
intangibleassetandaccruedcompensation.

As furtherdiscussedn Note 7, on Decembe22,2017,the Tax CutsandJobsAct of 2017 (the "Tax Law") wasenacted.
The Tax Law is complex,materiallychangedhe U.S. corporatencometax ratefrom 35%to 21% andincludedvarious

otherchangesvhich impactLegg Mason. Thereductionin the U.S. corporatetax rateresultedin a non-caskprovisional

tax benefitof $220,935n theyearendedViarch31,2018,dueto there-measuremerf certainexistingdeferredaxassets
andliabilities atthenewincometaxrate LeggMason'se-measuremenf its deferredaxassetandliabilities wascompleted
duringfiscal 2019andno further adjustmentsvere necessary The Tax Law hasalsocreatednewtaxeson international

operationsincludingits Global IntangibleLow-TaxedIincome("GILTI") provision. LeggMasonhasmadeanaccounting
policy electionto recordtax expenseon GILTI inclusionsasa periodcostif applicable ratherthanrecognizingdeferred

taxesfor relatedbasisdifferencesexpectedo reverse.

Underapplicableaccountingguidanceatax benefitshouldonly berecognizedf it is morelikely thannotthatthe position
will besustainedbasednits technicalmerits. A tax positionthatmeetshis thresholds measuredsthelargestamountof
benefitthathasa greatethan50%likelihood of beingrealizeduponsettlemenby the appropriatdaxing authorityhaving
full knowledgeof all relevantinformation.

The Company'saccountingpolicy is to classifyinterestrelatedto tax mattersasInterestexpenseandrelatedpenaltiesif
any, asOtheroperatingexpense.

SeeNote 7 for additionalinformationregardingncometaxes.

RecentAccounting Developments

In June2016,theFinancialAccountingStandard8oard(i¢, %EBi¢ Wdatedhe guidanceon accountingor creditlosseson
financialinstrumentsand othercommitments. The updatedguidancereplaceshe incurredlossimpairmentmethodwith
onethatreflectsexpectectreditlossesandrequiresconsideratiorof a broaderangeof informationto supportcreditloss
estimatesLeggMasonwill adoptthis guidanceeffectiveApril 1, 2020anddoesnot expectthe adoptionof this guidance
to havea materialimpacton the Consolidated-inancialStatements.

In Januan2017 theFASB updatedyuidanceo simplify thetestfor goodwillimpairmentTheupdatedyuidancestill requires
entitiesto performannualgoodwill impairmentestsby comparinghefair valueof areportingunit with its relatedcarrying
amountbutit eliminategherequiremento potentiallycalculatetheimpliedfair valueof goodwill to determingheamount
of impairment,if any Underthe new guidance an entity shouldrecognizean impairmentchage if the reportingunit's
carryingamountexceedshereportingunitigfzir value,in theamountof suchexcessTheupdatedyuidancewill beeffective
in fiscal 2021.Legg Masondoesnot expectthe adoptionof this guidanceto havea materialimpacton the Consolidated
FinancialStatements.

In August2018 theFASB updatedheguidanceo clarify accountindorimplementatiorcostancurredfor acloudcomputing
arrangemerthatis aservicecontractTheupdateconformstherequirementsor capitalizingimplementatiorcostsincurred
in acloudcomputingarrangementhatis a servicecontractwith theaccountingguidancehatprovidesfor capitalizationof
costancurredodeveloporobtaininternal-use-softwaréeggMasornwill adoptthisguidancenaprospectivdasisffective
April 1, 2020.Legg Masondoesnot expectthe adoptionof this guidanceto havea materialimpacton the Consolidated
FinancialStatements.

In August2018,theFASB alsoupdatedheguidancdor fair valuemeasurement3heupdatedyuidancanodifiesdisclosure
requirementbasedntherevisedFASB ConceptuaFrameworkor FinancialReportindinalizedin August2018toimprove
effectivenesof financial statementlisclosuresLegg Masonwill adoptthis guidanceon April 1, 2020with no expected
materialimpacton the disclosuredo the ConsolidatedrinancialStatements.

In Decembef019,theFASB updatedjuidanceo simplify theaccountingor incometaxesby removingcertainexceptions
to the generalprinciplesof incometax accountingguidanceto reducethe costsand complexity of application.These
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exceptiongelateto intraperiodallocations,deferredtax liabilities with respecto foreign subsidiariesandforeign equity
methodinvestmentsandincometax benefitsrecognizedn interim periodlossesThe updatedguidancealsoamendsand
clarifies other areasof incometax accountingguidanceto improve consistencyand simplify application.The updated
guidancewill beeffectivein fiscal 2022,unlessadoptecdearlier LeggMasonis evaluatingts adoption.

In March2020 theFASB issuedptionalguidancdor alimited periodto easehepotentialburdenn accountingor reference
ratereformonfinancialreporting.The updateprovidesoptionalexpedient@ndexceptiongor applyinggenerallyaccepted
accountingprinciples(i¢, “2GAARatractshedgingrelationshipsandothertransactionsffectedby referenceatereform
if certaincriteriaaremet.igfi¢amendments theupdateareelectivebeginningMarch12,2020throughDecembeB1,2022.
LeggMasonis evaluatingts adoption.

2. Acquisitions

GramercyEurope (Jersey)Limited

On April 10, 2019, Clarion Partnersacquireda majority stakein GramercyEurope (Jersey)Limited ("Gramercy"),a

Europearreal estateinvestmentbusinessspecializingin pan-Europeatogistics and industrial assets. The transaction
requiredaninitial cashpaymentof $10,247(netof cashacquired) which waspaid usingexistingcashresourcesanda

potentialcontingentconsideratiopaymeniof up toi¢ Y2approximab8ly 35(usingtheforeignexchangeateasof April 10,

2019, for the’¢ %23, 3ddtentialpayment) dueon thefifth anniversaryof closing.

In connectiorwith theacquisition ClarionPartnersecognizecdnamortizabléntangibleassetnanagemertontractasset
of $5,876 with ausefullife of eightyearsatacquisition goodwill of $20,196 andnoncontrollinginterestof $11,715 The
fair valueof the contingentconsideratiorat acquisitionwas$3,389

Precidianinvestments| LC

OnJanuan22,2016,LeggMasonacquirecaminority equitypositionin Precidianinvestments| LC ("Precidian"). Under
the termsof the transaction,Legg Mason acquiredseriesB preferredunits of Precidianthat entitle Legg Masonto

approximately20% of thevoting andeconomidnterestf Precidianalongwith customarypreferredequity protections.

OnJanuary21,2020,LeggMasonprovidednoticeof its intentto convertthe preferredunitsto 75%of the commonequity
of Precidianon a fully diluted basisfor a cashpaymentof $25,000 Thetransactioris subjectto satisfactionof certain
closingconditionswithin the nine monthsfollowing LeggMason'snotice.

Legg Masonaccountdor its investmentn Precidianwhich is includedin Othernon-currentassetsn the Consolidated
BalanceSheetsasof March 31, 2020and2019,underthe equity methodof accounting.
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3. Investmentsand Fair Value of Assetsand Liabilities

Thedisclosurebelowincludedetailsof LeggMason'dinancialassetandfinancialliabilities thataremeasureatfair value
and NAV, excludingthe financial assetsand financial liabilities of CIVs. SeeNote 20, Variable InterestEntities and
Consolidatiorof Investmen¥/ehicles for informationrelatedto the assetandliabilities of CIVs thataremeasuredt fair
valueor NAV.

Thefair valuesof financialassetand(liabilities) of the Companyweredeterminedisingthefollowing categorie®f inputs:

As of March 31, 2020

Significant
Quoted prices other Significant
in active observable unobservable Investments
markets inputs inputs measured at
[PAZ) (Level 1) (Level 2) (Level 3) NAV Total
Assets:
Cash equivalents $ 594514 $ 12521 % 1t $ 1% $ 607,035
Equity investment&?
Seed capital investments 48,940 19,538 38,895 1,360 108,733
Investments related to long-
term incentive plans 210,891 1Y% [PAZ} [PAZ} 210,891
Other investments 12,406 1,577 1Y 1Y 13,983
Equity method investment?:
Seed capital investmefits i¢ e i¢ e 43,059 12,571 55,630
Investments related to long-
term incentive plar3 e Y5 PEZ PX7Z 5,287 5,287
Other investment’ i¢ Y icY 48 8,371 8,419
Adjusted cost investmerits e Y5 70 19,659 PX7Z 19,729
Derivative assef3 4,716 1Y 1Y 1Y 4,716
Total $ 871467 $ 33,706 $ 101,661 $ 27,589 $ 1,034,423
Liabilities:
Contingent consideration
liabilities® $ it $ ic% $ (3,308 $ it $ (3,309
Derivative liabilitie$® (13,872 i Ve i Ve i Ve (13,872
Total $ (13,872 $ it $ (3,308 $ i $ (17,180
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As of March 31, 2019

Significant
Quoted prices other Significant
in active observable unobservable Investments
markets inputs inputs measured at
[PEZ) (Level 1) (Level 2) (Level 3) NAV Total
Assets:
Cash equivalent? $ 556,231 $ 20,160 $ [PRZIR g2 $ 576,391
Equity investment§?
Seed capital investments 98,276 30,601 1,455 2,183 132,515
Investments related to long-
term incentive plans 211,802 [PAZ: [PAZ: [PAZ: 211,802
Other investments 19,486 2,142 [PAZ: [PAZ: 21,628
Equity method investment®:
Seed capital investmeffts TY2 1Y 40,854 10,675 51,529
Investments related to long-
term incentive plarfd i Ys i Vs i Ys 11,184 11,184
Other investment8 icYs icYs 1,218 10,251 11,469
Adjusted cost investmerits i Ys 74 12,171 i Ys 12,245
Derivative assef3 4,183 1¢%2 [PRZ [PRZ 4,183
Total $ 889978 S 52,977 $ 55,698 $ 34,293 $ 1,032,946
Liabilities:
Contingent consideration
liabilities® $ it $ ic% $ (1,419 $ it $ (1,419
Derivative liabilitie$® (7,579 ig e i¢ e i¢e (7,579
Total $ (7,579 $ [PAZI 1,415 $ i $ (8,999

(1) Cashinvestmentsn activelytradedmoneymarketfundsareclassifiedasLevel 1.i¢,%2i¢ a@astimentsn time depositsandotheraremeasuredt
amortizedcost,which approximatedair valuebecausef the shorttime betweerpurchasef theinstrumentandits expectedealizationandare
classifiedasLevel 2.

(2) Includedin Investmensecuritiesonthe ConsolidatedalanceSheets.

(3) Primarily investmentsn privateequity andreal estatefunds. Theseequity methodinvestmentsareinvestmenicompanieghat primarily record
underlyinginvestmentsitfair value. Thereforethefair valueof thesdnvestmentss measuredsingLeggMason'shareof theinvestee'sinderlying
netincomeor loss,whichis predominatelyepresentativef fair valueadjustmentsn theinvestment$eld by the equity methodinvestee.Other
equity methodinvestmentsiot measuredt fair valueon a recurringbasisof $28,373and $28,160asof March 31, 2020andMarch 31, 2019,
respectivelyareexcludedirom thetablesabove.

(4) Includedin Othernoncurrenassetsn the ConsolidatedBalanceSheets.

(5) SeeNotel7.

(6) SeeNote9.

The netrealizedand unrealizedgains (losses)for investmentsecuritiesclassifiedas equity investmentsunderupdated
investmentccountingguidancewere$(33,585)and$13,628for the yearsendedMarch 31, 2020and2019,respectively
andfor investmensecuritieclassifiedastradinginvestmentsunderprior accountingguidancewere$31,012for theyear
endedMarch31,2018.

Thenetunrealizedjaing(losses)elatingto equityinvestmentstill heldasof thereportingdatewere$(46,9291nd$(12,878)
for theyearsendedMarch31,2020and2019,respectivelyandrelatingto tradinginvestmentstill heldasof thereporting
datewere$7,045for theyearendedviarch31,2018.

Seedcapitalinvestmentsepreseninvestmentsnadeby LeggMasonto fund newinvestmenproductsandstrategies As
of March 31, 2020and 2019, seedcapitalinvestmentdotaled$192,760and $227,756 respectivelywith investmentsn
excesof $1,000in 41 fundsand52 funds,respectivelycomprisingover85%of thetotal at eachperiodend. Seedcapital
investmentpresentedh thetablesaboveexclude$28,397and$43,712 asof March31,2020and2019,respectivelywhich
isrelatedo LeggMason'snvestmentin ClVs. SeeNote20for additionalinformationregarding_.eggMason'snvestments
in CIVs.
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The changesn financialassetsand (liabilities) measuredt fair valueusingsignificantunobservablénputs(Level 3) are
presentedh thetablesbelow:

Realized
and
unrealized
Balance as of Redemptions/ gains/  Balance as of
March 31, Settlements/ (losses), March 31,
[PAZ] 2019 Purchases Sales Other Transfers net 2020
Assets:
Equity investments -
seed capital $ 1,455 $ 39,550 $ i~ $ (1,459 $ ic2$ (653 $ 38,895
Equity method investments:
Seed capital
investments 40,854 2,660 i¢Ye (3,257 [PAZ] 2,802 43,059
Other 1,218 [PAZ N VR (1,229 [PAZ] 58 48
Adjusted cost
investments 12,171 14,569 [PAZ] (9,556 [PAZ 2,475 19,659
[PRZ $ 55,698 $ 56,779 $ i $ (15,499 $ i2$ 4682 $ 101,661
Liabilities:
Contingent
consideration
liabilities $ (1,415 $ (3,389 na $ 500 na $ 996 $ (3,308
Realized
and
unrealized
Balance as of Redemptions/ gains/  Balance as of
March 31, Settlements/ (losses),  March 31,
[PAZ} 2018 Purchases Sales Other Transfers net 2019
Assets:
Equity investments -
seed capital $ 1,242 $ i%e$ it $ [PRZRS [PAZES 213 $ 1,455
Equity method investments:
Seed capital
investments 33,725 9,726 [PAZ (5,211) [PAZ] 2,614 40,854
Other [PRZ] 2,150 [PAZ] (985 [PAZ] 53 1,218
Adjusted cost
investments 6,951 5,263 [PARZ] 2 [PAZ] (41) 12,171
[PRZ) $ 41918 $ 17,139 $ ;%2 $ (6,199 $ ic2$ 2,839 $ 55,698
Liabilities:
Contingent
consideration
liabilities $ (5,607 n/a na $ 4,870 na $ (679 $ (1,415

Realizedand unrealizedgainsandlossesrecordedfor Leveli¢ ia8estmentsareincludedin Othernon-operatingncome

(expense)net,in the Consolidatedstatementsf Income(Loss). The changan unrealizedyainsfor Leveli¢ in8estments
andliabilities still held atthereportingdatewas$3,145 $2,876 and$927for the yearsendedMarch 31,2020,2019and

2018, respectively

Level3 purchasefor theyearendedMarch31,2020reflectaseedcapitalinvestmentn arealestate-focusefiind designed
for individual investorsandan adjustedcostminority investmenin a U.K. retirementsolutionsprovidet Therewereno
significanttransfersbetweerl_evel 1 andLevel 2 duringtheyearsendedviarch31,2020and2019.
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As apracticalexpedientl.eggMasonreliesontheNAV of certaininvestmentsstheirfair value. Tg hg}&Vs thathavebeen
providedby theinvesteefiavebeenderivedfrom thefair valuesof theunderlyinginvestmentssof therespectiveeporting
dates.Tppéifgitowing table summarizeghe natureof theseinvestmentsand any relatedliquidation restrictionsor other
factorswhich mayimpactthe ultimatevaluerealized:

FairValue Determined Using NA As of March 31, 2020
Category of March 31, March 31, Unfunded Remaining
Investment Investment Strategy 2020 2019 T¢¥eommitments Term

Global macro, fixed
income, long/short
equity, natural resources,
Funds-of-hedge systematic, emging
funds market, European hedge$ 11,966 (1) $ 9,910 n/a n/a

Fixed income -
developed market, event
driven, fixed income -
hedge, relative value
arbitrage, European

Hedge funds hedge 1,212 1,515 n/a n/a
Private equity Upto 10
funds Long/short equity 9,101 (2 11,636 $ 5,647 years
Equity method

investments

related to Alternatives, structured

long-term securities, short-dated

incentive plans fixed income 5,287 (2) 11,185 n/a n/a
Other Various 23 47 n/a Various
Total [PRZ) $ 27589 % 34,293 % 5,647 [PEZ

n/a - not applicable
(1) Liguidationrestrictions: 11% monthlyredemptiorand89% arenot subjectto redemptioror arenot currentlyredeemable.
(2) Liguidationsareexpectedvertheremainingterm.

There are no current plans to sell any of these investments held as of March 31, 2020.
4. Fixed Assets

Thefollowing tablereflectsthe componentsf fixed assetsasof:

March 31, 2020 March 31, 2019

Software $ 279,038 $ 269,944
Leasehold improvements 210,419 212,742
Equipment 162,372 159,421

Total cost 651,829 642,107
Less: accumulated depreciation and amortization (517,406 (492,118
Fixed assets, net $ 134,423 $ 149,989

Depreciatiorandamortizatiorexpenseelatedo fixed assetsvas$44,839$48,391 and$48,38Xor theyearsendedMarch
31,202Q 2019,and2018,respectively
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5. Intangible Assetsand Goodwill

Thefollowing tablereflectsthe component®f intangibleassetasof:

[PRZ March 31, 2020 March 31, 2019
Amortizable intangible asset management contracts and other [PAZ3 [PRZ]
Cost $ 369,193 $ 366,930
Accumulated amortization (259,982 (240,488
Net? 109,21 126,442
Indefinitei¢, ¥2life intangible assets
U.S. domestic mutual fund management contracts 2,106,351 2,106,351
Clarion Partners fund management contracts 505,200 505,200
EnTrust Global fund management contracts 126,804 126,804
Other fund management contracts 460,033 473,360
Trade names 48,091 48,602
(PR 3,246,479 3,260,317
Intangible assets, net $ 3,355,690 $ 3,386,759

(1) Asof March31,2020,includes$5,019relatedto the acquisitionof Gramercyby ClarionPartners.SeeNote 2 for additionalinformation.

Certainof LeggMason'sntangibleasset@aredenominatedn currencieotherthanthe U.S. dollar andbalanceselatedto
theseassetwill fluctuatewith changesn therelatedforeigncurrencyexchangeates.

Indefinite-life Intangible Assetsand Goodwill
Legg Masonperformedits annualimpairmenttestingof goodwill andindefinite-life intangibleassetsas of October31,
2019,anddeterminedhattherewasnoimpairmentin thevalueof theseassets.

Giventhe level of marketdisruptionassociatedvith COVID-19, Legg Masonassesse@hethera triggering eventhad
occurredfor eachof its identifiableindefinite-life intangibleassetandgoodwill asof March31,2020. Certainindefinite-
life intangibleassetaveredeterminedo havehadtriggeringeventsdueto a combinationof significantmarketvolatility
anduncertaintyandlimited excesdair valueovertherelatedcarryingvaluesasof our mostrecentquantitativeanalysess
of October31,2019. Legg Masonupdatedhe quantitativeanalysegor theseindefinite-life intangibleassetsisof March
31, 2020anddeterminedhattherewasnoimpairmentin thevalueof theseassetsasfurtherdiscussedbelow

As a result of heighteneduncertaintyregardingfuture market conditionsand economicresults, particularly amid the
COVID-19 pandemicassessinghe fair valueof thereportingunit andintangibleassetsequiresmanagemerib exercise
significantjudgment.

LeggMason'goodwillimpairmentestingnotedtheassessefair valueof the GlobalAssetManagemenbusinesseporting
unitexceededsrelatedcarryingvalueby 22% LeggMasondeterminedhtriggeringeventhadnotoccurredor its goodwiill
asof March 31, 2020. The Companynotesthat the shareprice and reportingunit fair value hasnot beensignificantly
impactedby COVID-19 asa resultof the MergerAgreementwith Franklin Templeton. As previouslydiscussedperthe
termsof theMergerAgreementFranklinTempletorwill acquireall of LeggMason'soutstandinggommonstockfor $50.00
persharan cashyaluingthetotaltransactiomtapproximately4,500,000whichapproximatethefair valueof thereporting
unit determinedn the mostrecentimpairmenttest,andhasbeenreflectedin the tradingvalue of Legg Masoncommon
stock.

Theassessethir valuesof the EnTrust Globalindefinite-life fund managementontractsandtradenameassetexceeded
their respectivecarrying valuesof $126,804and $10,300by 10% and 6%, respectivelyasof October31, 2019. Given
uncertairmarketsandtherelativelylimited excesgair valueasof themostrecenimpairmentest,the EnTrustGlobalfund
managementontractsaasseivasdeemedo havehada triggeringeventasof March 31, 2020. Legg Masonexpandedts
mostrecentanalysisof thisasseto consideiseveralifferentoutcome®naprobability-weightedasis with eachscenario
reflectingreducedevenuagrowthratesandloweroperatingnagins,particularlyin thenearterm. Basenthisprobability-
weightedanalysistherelatedfair valueexceededs carryingvalueby approximatelyl% asof March31, 2020.
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TheEnTrustGlobaltradenameasseivasalsodeemedo havehadatriggeringeventandwastestedfor impairmentusing
therelief from royalty approachasof March 31, 2020. The resultingfair value of the EnTrust Global tradenameasset
exceededhe carryingvalueby approximately3%.

Shouldmarketperformancetlows, and/orrelatedAUM levelsdecreasén thenearterm,or otherfactorschangesuchthat
cashflow projectionsdeviatefrom currentprojectionsijt is reasonablyossiblethatour indefinite-life intangibleassetor
goodwill couldbecomampaired,andtheimpairmentcould bea materialamount.

LeggMason'sannualimpairmenttestingprocessn fiscal 2019determinedhatthe carryingvaluesof the EnTrust Global
indefinite-life fund managementontractsand trade name assets,and the RARE Infrastructureindefinite-life fund
managementontractsandtradenameassetsexceededheir respectivdair values,which resultedin impairmentchages
totaling $358,800n the quarterendeddecembeBl, 2018.

Theimpairmentchagesat EnTrust Globalin fiscal 2019were primarily the resultof continuednet client outflows from

legacy high net worth fund-of-fund productsleading to reducedgrowth expectationsn both managementees and
performancéees adecliningmaigin, andahigherdiscountrate. Thesechangesesultedn areductionof theprojectedcash
flows andLegg Masong@erallassessmemf fair valueof theassetssuchthatthe carryingvaluesof the EnTrustGlobal
fund managementontractdntangibleassebf $401,404andtradenameassebf $28,500wereimpairedby $274,600and
$18,200 respectivelyManagemeneéstimatedhefair valuesof theseassetdasedupondiscountectashflow analysesas
well as a relief from royalty methodfor the trade nameasset,using unobservablenarketinputs, which are Level 3

measurement3hesignificantassumptionasedn thecashflow analysencludedprojectedevenuegrowthratesdiscount
rates,androyalty rates.Baserevenuegelatedto the EnTrust Global fund managementontractswere assumedo have
annualgrowth (contraction)ratesrangingfrom (19.4)%to 3.9% (average:3.0%), andthe projectedcashflows from the
EnTrust Global fund managementontractswere discountedat 17% Baserevenuegelatedto the EnTrust Global trade
nameassetvereassumedo haveannualgrowthratesrangingfrom 0.0%to 4.6% (average3.9%, aroyalty rateof 1.0%

andadiscountrateof 16.5%

Theimpairmentchagesat RARE Infrastructuren fiscal 2019were primarily the resultof lower thanexpectechetclient
inflows andperformancdees,leadingto alower mamgin, anda higherdiscountrate. Thesechangesesultedn areduction
of therelatedprojectedcashflows and Legg Masong@terall assessmerntf fair value of the assetssuchthatthe RARE
Infrastructurefund managementontractsassetarryingvalue of approximately$120,800andtradenameassetarrying
valueof $2,800wereimpairedby $65,000and$1,00Q respectivelyManagemenestimatedhe fair valuesof theseassets
basedipondiscounteatashlow analysesaswell asarelieffromroyaltymethodor thetradenameassetyusingunobservable
marketinputs, which are Level 3 measurements he significantassumptionsisedin the cashflow analysesncluded
projectedrevenuegrowth rates,discountrates,androyalty rates.Baserevenueselatedto the RARE Infrastructurefund
managementontractswere assumedo haveannualgrowth ratesrangingfrom 4.4%to 4.9% (average4.8%), andthe
projectedcashflows from the RARE Infrastructurefund managementontractsverediscountedat 16.5% Baserevenues
relatedto the RARE Infrastructurdradenameassetvereassumedo haveannualgrowthratesrangingfrom 0.9%to 4.6%
(averaged.2%), aroyalty rateof 1.0% andadiscountrateof 16.5%

Legg Mason'sannualimpairmenttestingprocessn fiscal 2018determinedhatthe carryingvalueof the EnTrust Global
indefinite-life fund managementontractsintangible assetexceededts fair value, which resultedin an impairmentof
$195,000n the quarterendedDecembeB31, 2017. Theimpairmentchagewasprimarily theresultof netclient outflows
from legacyhigh networth fund-of-fund products jncluding transfersof client fundsfrom suchproductsinto traditional
separataccountsaindotherdirectofferings,andtherelateddeclinein revenues.Managemenestimatedhe fair valueof
thisassebasediponadiscountedastlow analysisisingunobservablenarketdatanputs whichareLevel3measurements.
Thesignificantassumptionssedn thecashflow analysigncludedprojectedevenuggrowthratesanddiscountrates.Base
revenueselatedto theEnTrustGlobalfund contractsvereassumedo haveannualgrowth(contractionyatesrangingfrom
(13)%to 6% (average5%), andtheprojectedcashflows from theEnTrustGlobalfund contractsverediscountedt 15.0%

As aresultof AUM lossesandotherfactorsduringthe threemonthsendedJune30, 2017,Legg Masontestedthe RARE
Infrastructurgradenameindefinite-life intangibleassefor impairmentduringthethreemonthsendedJune30,2017. The
carryingvalueof the tradenameexceededts fair valueof $3,057asof June30, 2017,which resultedin animpairment
chageof $2,000 Managemengstimatedhefair valueof the RARE Infrastructurgradenameasof June30,2017based
uponarelief from royalty approactanda discountedcashflow methodusingunobservablenarketdatainputs,which are
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Level3measurementd hesignificantassumptionasedn thecashflow analysigncludedprojectecannuakevenuegrowth
ratesof 5% to 18% (average8%), aroyalty rateof 1%, anda discountrateof 16.5%

Thechangean carryingvalueof goodwill is summarizedelow:

Gross Bookv/alue  Accumulated Impairment Net BookValue

Balance as of March 31, 2018 $ 3,094,255 $ (1,161,900 $ 1,932,355
Impact of excess tax basis amortization (10,973 [PRZ] (10,973
Changes in foreign exchange rates and other (37,829 ¢ Y2 (37,829
Balance as of March 31, 2019 $ 3,045,454 % (1,161,900 $ 1,883,554
Impact of excess tax basis amortization (11,349 ¢ Y2 (11,349
Changes in foreign exchange rates (44,635 [PRZ] (44,639
Business acquisitiéh 20,196 i¢ Ve 20,196
Balance as of March 31, 2020 $ 3,009,666 $ (1,161,900 $ 1,847,766

(1) See Note2 for additional information.
Amortizablelntangible AssetManagementContractsand Other
Therewerenoimpairmentgo amortizablananagementontractintangibleassetsluringtheyearendedMarch 31, 2020.

As of March 31,2020 amortizablantangibleassemanagementontractsaandotherarebeingamortizedoveraweighted-
averageemaininglife of 5.4 years.

Estimatedamortizatiorexpensdor eachof the nextfive fiscal yearsandthereafteiis asfollows:

2021 $ 21,752
2022 21,403
2023 20,643
2024 19,813
2025 12,038
Thereafter 13,562
Total $ 109,21

DuringthethreemonthsendedDecembeB1,2018,projectedrevenueselatedio the RARE Infrastructureseparat@ccount
contractassetleclinedduetolosse®f separataccountlientsandAUM. Basednrevisedattritionestimategheremaining
usefullife wasdecreaseffom threeandone-halfto two yearsat DecembeB1, 2018.As aresultof thedeclinein projected
revenuesndtherevisedestimateof usefullife, theamortizedcarryingvalueof approximately$6,900asof DecembeB1,

2018wasdeterminedo exceedits fair valueandanimpairmentchage of $6,400wasrecordedduring the threemonths
endeddecembeBl,2018 Managemengstimatedhefair valueof thisassetsof DecembeB1,2018 basednadiscounted
cashflow analysisusingunobservablenarketinputs,which areLevel 3 measurementsn additionto the usefullife, other
significantassumptionsisedin the cashflow analysisincludedprojectedrevenuegrowth ratesof 7% anda discountrate
of 16.5%

6. Short-Term Borr owingsand Long-Term Debt

Short-termborrowings

Legg Masonmaintainsan unsecurectredit agreementas amendedrom time to time, the "Credit Agreement")which

providesfor a $500,000multi-currencyrevolving credit facility. The revolving credit facility may be increasediy an

aggregateamountof up to $500,000 subjectto the approvalof the lenders expiresin December2020,andoutstanding
borrowings,if any canberepaidatanytime. Thisrevolvingcreditfacility is availableto fund working capitalneedsand

for generakorporatepurposes.
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As of March 31, 2020,therewereno borrowingsoutstandinginderthe CreditAgreementandLegg Masonhad$500,000
of undrawrrevolvingcreditfacility capacity Underthetermsof theMergerAgreementl.eggMasonmaynotborrowmore
than$30,000undertherevolvingcreditfacility, without the prior consenbf Franklin Templeton.

On April 3, 2020,Legg Masonborrowed$250,000underthe CreditAgreementasa precautionarymeasureo provide
additionalliquidity for generakorporatepurposesn the currentuncertainmarketenvironment.

As furtherdiscussedn Note 11, on DecembeR2,2017,Legg Masonborrowed$225,500underthe CreditAgreemento

purchasé,568shareof LeggMasoncommonstockfrom ShandassetManagemeninvestmentimited ("Shanda”).In

March 2018, Legg Masonrepaid$100,0000f theseborrowings. In SeptembeR018,Legg Masonrepaidthe remaining
$125,5000f borrowings. Therewereno borrowingsoutstandingasof March31,2019.

Therevolvingcreditfacility hasaninterestrateof thethree-montrEurocurrencyRateplus 125basispointsandanannual
commitmentfee of 17.5basispoints. Interestis payableat leastquarterlyon any amountsoutstandingunderthe Credit
Agreementndtheinterestratemaychangen thefuture basedon changesn LeggMason'screditratings.

TheCreditAgreementncludesstandardinancialcovenantsThesecovenantsnclude:maximumnetdebtto EBITDA ratio
(asdefinedin thedocumentspf 3.0to 1; andminimumEBITDA to interestratio (asdefinedin thedocumentspf 4.0to 1.
As of March31,2020,LeggMason‘'snetdebtto EBITDA ratiowas1.9to 1 andEBITDA to interestexpenseatiowas6.1
to 1, andtherefore Legg Masonhasmaintaineccompliancewith the applicablecovenants.

Long-termdebt
Long-termdebt,net, consistf thefollowing:

March 31,
[PAZ March 31, 2020 2019
. Unamortized Unamortized . .
) Carrying Discount  Debt Issuance Maturity Carrying
PR Value (Premium) Costs Amount Value
3.95% Senior Notes due July 2024 $ 248,976 $ 195 $ 829 $ 250,000 $ 248,738
4.75% Senior Notes due March 2026 447,875 (VA% 2,125 450,000 447,521
5.625% Senior Notes due January 2044 548,099 (2,907 4,808 550,000 548,020
6.375% Junior Notes due March 2056 242,665 (PR 7,335 250,000 242,461
5.45% Junior Notes due September 2056 485,118 [PRZ] 14,882 500,000 484,71
2.7% Senior Notes due July 2019 [PRZS 1Y% [PAZ} Y2 250,301
Subtotal 1,972,733 (2,712 29,979 2,000,000 2,221,752
Less: Current portion [PRZ 1¢%2 [PRZ i¢¥2 (250,30)
Total $ 1,972,733 $ 2,712 $ 29,979 $ 2,000,000 $1,971,451

OnJuly 15,2019,LeggMasonrepaidthe $250,0000f 2.7% SeniorNotesdueJuly 2019, usingexistingcashresources.

Asof March31,2020,$250,000f LeggMason'dong-termdebtmaturesdn fiscal 2025and$1,750,000naturesafterfiscal
2025.

3.95% Senior Notesdue July 2024

In June2014,LeggMasonissueds250,00f 3.95%SeniorNotesdueJuly 2024(the"2024Notes"). The2024Noteswere
sold at a discountof $458 which is beingamortizedto interestexpenseover the 10-yearterm. The 2024 Notescanbe
redeemedt anytime prior to the schedulednaturityin partor in aggregateat the greaterof therelatedprincipalamount
atthattime orthesumof theremainingscheduleghaymentsliscountedtthetreasuryrate(asdefined)plus0.25% together
with anyrelatedaccruedandunpaidinterest.
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4.75% Senior Notesdue Mar ch 2026

In March2016,LeggMasonissued$450,0000f 4.75%SeniorNotesdueMarch2026(the"2026 Notes"). The2026Notes
weresoldatadiscounbf $207. The2026Notescanberedeemedh partor in aggregatatthegreateof therelatedprincipal
amounttthetime of redemptiororthesumof theremainingscheduleghaymentsliscountechtthetreasuryate(asdefined)
plus0.45% togethemwith anyrelatedaccruedandunpaidinterest.

5.625% Senior Notesdue January 2044

In January2014,Legg Masonissued$400,0000f 5.625%SeniorNotesdue January2044 (the "2044 Notes"),sold at a
discountof $6,26Q which is beingamortizedto interestexpenseoverthe 30-yearterm.An additional$150,0000f 2044
Noteswereissuedin June2014andweresold at a premiumof $9,779 which is alsobeingamortizedto interestexpense
overthe 30-yearterm. All of the 2044 Notescanbe redeemedht anytime prior to their schedulednaturityin partor in
aggregateat the greaterof the relatedprincipal amountat that time or the sum of the remainingscheduledbayments
discountedatthetreasuryrate(asdefined)plus0.3% togethemwith anyrelatedaccruecandunpaidinterest.

6.375% Junior Subordinated Notesdue Mar ch 2056

In March2016,Legg Masonissued$250,0000f 6.375%Junior Notesdue March 2056 (the "6.375%2056 Notes"). The
6.375%2056Noteswereissuedat 100%0f the principalamount. The 6.375%2056Notesrankjunior andsubordinaten
right of paymentto all of LeggMason'scurrentandfuture seniorindebtednessPriorto March15,2021,the 6.375%2056
Notescanberedeemedh aggregatehutnotin part,at 100%of the principalamountplusanyaccruecandunpaidinterest,
if calledfor atax event(asdefined),or 102%of the principalamount plusanyaccruedandunpaidinterest,if calledfor a
ratingagencyevent(asdefined).On or after March 15, 2021,the 6.375%2056 Notescanbe redeemedn aggregater in
part,at 100%o0f the principalamount plusanyrelatedaccruedandunpaidinterest.

5.45% Junior Subordinated Notesdue September2056

In August2016,LeggMasonissuedanaggregat@rincipalamountof $500,000f 5.45%JuniorNotesdueSeptembe2056
(the"5.45%2056Notes") thenetproceed®f which,togethemwith cashonhand wereusedo repaytheaggregat&500,000
of thenoutstandingborrowingsunderits CreditAgreementThe 5.45%2056Notesrankjunior andsubordinaten right of
paymento all of LeggMason'scurrentandfutureseniorindebtednes®riorto Septembet5,2021,the5.45%2056Notes
canberedeemedn aggregatebut notin part,at 100%of the principalamount,plus any accruedand unpaidinterest,if
calledfor atax event(asdefinedin the prospectusupplement)or 102%of the principal amount,plus any accruedand
unpaidinterest,if calledfor aratingagencyevent(asdefinedin the prospectusupplement)On or after Septembed.5,
2021,the 5.45%2056 Notescanbe redeemedn aggregater in part, at 100%of the principalamount,plus any related
accruedandunpaidinterest.
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7. Income Taxes

Thecomponent®f income(loss)beforeincometax provisionwereasfollows:

2020 2019 2018
Domestic $ 324254 $ 60,001 287,229
Foreign 86,280 (31,509 (53,389
Total $ 410534 $ 28,495 233,840
Thecomponent®f incometax expensébenefit)wereasfollows:

2020 2019 2018
Federal $ 65455 $ 24,640 (106,622
Foreign 19,827 (11,343 (16,015
State and local 20,766 7,264 20,126
Total income tax provision (benefit) $ 106,048 $ 20,561 (102,510
Current $ 8,997 $ 26,716 38,983
Deferred 97,051 (6,159 (141,493
Total income tax provision (benefit) $ 106,048 $ 20,561 (102,510

A reconciliatiorof thedifferencebetweernheeffectiveincometax rateandthestatutoryfederaincometaxrateis asfollows:

2020 2019 2018
Tax provision at statutory U.S. federal income tax rate 21.% 21.% 31.5%
State income taxes, net of federal income tax bé&nefit 8.2 8.9 7.8
Impact of changes in U.S. fedefaix Lan® i¢ Ve 8.3 (90.7)
Uncertain tax benefit8 (3.9 49.7 1.7
Effect of foreign tax raté8 1.7 (37.9) 1.7
Changes in U.K. tax rates on deferred tax assets and liabilities (PR (PR 0.3
Net income attributable to noncontrolling interests 2.3 (28.) (6.9
Change in valuation allowan¢@s 1.7 23.0 1.3
Federal dkct of permanent tax adjustméfits 3.0 33.4 10.5
Other, net (0.7 (6.9 0.9
Effective income tax rate 25.8% 72.%% (43.8%

(1) Stateincometaxesincludechangesn valuationallowanceselatedto changen apportionmenandprovisionto returndifferencesnetof theimpact

onrelateddeferredtax assets.

(2) Includestheimpacton deferredtax assetsandliabilities andthe effectson unremittedforeign earningsandotheraspect®f the Tax Law.

(3) Reservesor uncertairtax benefitswererecordedor positionsrelatedto prior yearsforeign,federal,state andlocal tax returnfiling aswell asfor
positionsreflectedin thecurrentyeartax expenseccrualIn fiscal 2020,a stateauditwasresolvedfavorablyandthe statuteof limitationsexpired
on certaintax returnsfor which uncertairtax benefitreservediadbeenestablished.

(4) Theeffectof foreigntaxratesfor fiscal2019,and2018includetax benefitsof $8,711, and$33,150 respectivelyfor non-castimpairmentchages
relatedto theintangibleasset®f theEnTrustGlobalandlegacyPermabusinessegsfurtherdiscusseih Note5. Additionally, theeffectof foreign
tax ratesfor fiscal 2019includesa $21,720tax benefitfor non-casimpairmentchagesrelatedto theintangibleasset®f the RARE Infrastructure
businesses.

(5) Seeschedulébelowfor thechangen valuationallowancedy jurisdiction.

(6) Fiscal2018includesa9.0%federalimpact(9.7%including stateimpact)of a non-deductiblehagefor aregulatorymatterdiscussedn Note9.

OnDecembeR?2,2017,theTax Law wasenacted.The Tax Law is complex,materiallychangedheU.S. corporaténcome
taxratefrom 35%to 21%andincludedvariousotherchangesvhichimpactLeggMason.Thereductiorin theU.S.corporate
taxrateresultedn a one-timenon-castprovisionaltax benefitof $220,93%ecognizedn thequarterendedDecembeBl,
2017, dueto there-measuremeintf certainexistingdeferredaxassetandliabilities atthenewincometaxrate. In addition,
anon-cashaxchageof $7,260wasprovisionallyprovidedin theyearendedviarch 31,2018, for the effectson unremitted
foreignearningsandotheraspect®f theTax Law. LeggMasongrgmeasuremenf its deferredtax assetandliabilities
hasbeencompletecandnofurtheradjustmentsverenecessaryFurther LeggMason'saccountingor thetaxonunremitted
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foreign earningshasalsobeencompletedandan additionalexpenseof $2,164wasrecordedn the yearendedMarch 31,
2019.

Deferredincometaxesareprovidedfor theeffectsof temporarndifferencebetweerthetaxbasisof anassebr liability and
its reportecamounin theConsolidateBalanceSheets Thesdemporarydifferencesesultin taxableor deductibleamounts
in futureyears. A summaryof LeggMason'sdeferrectax asset@ndliabilities follows:

2020 2019
DEFERRED TAX ASSETS
Accrued compensation and benefits $ 178571 $ 182,734
Accrued expenses 33,952 30,176
Basis diferences, principally for intangible assets and goodwiill 32,900 23,480
Operating loss carryforwards 321,022 325,282
Foreign tax credit carryforward 266,671 266,128
Federal benefit of uncertain tax positions 2,421 6,798
Mutual fund launch costs 11,632 12,926
Martin Currie defined benefit pension liability 5,253 8,694
Lease liability (net in 2019) 67,648 9,785
Other 9,294 1,954
Deferred tax assets 929,364 867,957
Valuation allowance (137,155 (134,209
Deferred tax assets after valuation allowance $ 792,209 $ 733,748
DEFERRED TAX LIABILITIES
Depreciation and amortization $ 714693 $ 636,230
Net unrealized gains (losses) from investments (1,042 2,007
ROU asset adjustment 54,618 (P27
Basis diferences in partnerships 27,001 19,214
Deferred tax liabilities 795,270 657,451
Net deferred tax assets (liabilities) $ (3,060 $ 76,297

LeggMasonhasvariouslossandtaxcreditcarryforwardthatmayprovidefuturetaxbenefits.Relatedvaluationallowances
areestablishedh accordancevith accountingguidanceor incometaxesi|f it is managementgpinionthatit is morelikely
thannotthatthesebenefitswill notberealized. To the extentthe analysisof therealizationof deferredtax assetselieson
deferredaxliabilities, LeggMasonhasconsideredhetiming, nature andjurisdictionof reversalsincludingfutureincreases
relatingto the tax amortizationof goodwill andindefinite-life intangibleassetsaswell asplanningstrategieto measure
andvaluetherealizability of its deferredtax assets.

Intangibleassetimpairmentchagesrecognizedat EnTrust Global during the yearendedMarch 31, 2019, resultedin a
deferredax assebf $53,764for therelatedbasisdifferencen partnershipnvestments.Therelateddeferredtax assetvas
$54,112 asof March31,2020. SeeNote5 for additionalinformationrelatedto theseémpairmentchages.

Substantiallyall of LeggMason'deferredax assetselateto U.S.federal stateandU.K. taxingjurisdictions. As of March
31,202(, U.S.federaldeferredtax assetsaggregate$627,41, realizationof which is expectedo requireapproximately
$3,213,00 of U.S.earningsoverthenexteightyears of which approximately$349,00 mustbeforeignsourcedearnings.
Basednestimate®f futuretaxableincome usingassumptionsimilarto thoseusedn LeggMason'sgoodwill impairment
testing, it is morelikely thannotthatsubstantiallyall of the currentfederaltax benefitsrelatingto netoperatingosseswill
berealized. With respecto deferredtax assetgelatingto foreigntax creditcarryforwardsjt is morelikely thannotthat
taxbenefitsrelatingto theutilization of approximately$2,4000f foreigntaxesascreditswill notberealizedandavaluation
allowancehasbeenestablished.Further the Company'sestimatesand assumptionslo not contemplatechangesn the
ownershipof LeggMasonstock,whichcould,in certaincircumstancedimit theutilization of netoperatingossandforeign
taxcreditbenefits.Any suchlimitation wouldimpactthetiming or amountof netoperatindossor foreigntax creditbenefits
ultimatelyrealizedbeforetheyexpire.
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As of March 31, 2020, U.S. statedeferredtax assetsaggregate@pproximately$238,337 net of valuationallowancesof
$91,653 andwereprimarily relatedto statenetoperatingossbenefitsgeneratedh certainjurisdictionsin caseswhereit is
morelikely thatthesebenefitswill ultimatelynotberealized.

For foreignjurisdictions,the netincreasan valuationallowancesof $3,750during fiscal 2020, was primarily relatedto
currentyearincreasesn carriedforward U.K. interestdeductionsoffsetin part by unrealizedgains/losse®n pension
liabilities.

Thefollowing deferredtax asset@andvaluationallowanceselatingto carryforwardshavebeenrecordedat March 31:

Expires Beginning

2020 2019 after Fiscalvear
DEFERRED TAX ASSETS
U.S. federal net operating losses $ 36639 $ 38,402 2033
U.S. federal foreign tax credits 266,671 266,128 2022
U.S. state net operating los$k3 260,804 263,870 2020
U.S. state tax credits 528 444 2022
Foreign net operating losses 23,579 23,009 2028
Total deferred tax assets for carryforwards $ 588,221 $ 591,853
VALUATION ALLOW ANCES
U.S. federal net operating losses $ 2,155 $ 2,027
U.S. federal foreign tax credits 2,400 1,800
U.S. state net operating losses 91,653 93,185
Foreign net operating losses 10,744 11,792
Valuation allowances for carryforwards 106,952 108,804
Foreign other deferred assets 30,203 25,405
Total valuation allowances $ 137,155 $ 134,209

(1) Substantiallyall of the U.S. statenetoperatingossescarryforwardthroughfiscal 2035.

(2) Dueto potentialfor changen thefactorsrelatingto apportionmenbf incometo variousstates] egg Mason'seffective statetax ratesaresubject
to fluctuationwhich will impactthe valueof the Company'sieferredtax assetsincluding netoperatingossesandcould havea materialimpact
onthefuture effectivetax rateof the Company

Legg Masonhadtotal grossunrecognizedax benefitsof approximately$55,465 $78,776and $62,728asof March 31,
2020 2019 and2018 respectively Of thesetotals,approximately$49,595 $67,923and$52,772 respectively(netof the
federabenefitfor statetaxliabilities) aretheamountof unrecognizetbenefitavhich, if recognizedwouldfavorablyimpact
future incometax provisionsand effective tax rates. During fiscal 202Q the netimpactof effective settlementof tax
examinationsrecentdevelopmentsf casdlaw andthe expirationof statutesof limitation in certainjurisdictions,resulted
in $13,7820f previouslyunrecognizedbenefitsheingrealized.
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A reconciliationof the beginningandendingamountof unrecognizedrosstax benefitsfor theyearsendedVarch31is as
follows:

2020 2019 2018
Balance, beginning of year $ 78,776 $ 62,728 $ 70,787
Additions based on tax positions related to the current year 970 4,549 7,325
Additions for tax positions of prior years 1,719 15,070 5,011
Reductions for tax positions of prior years (1,249 (1200 (4,439
Decreases related to settlements with taxing authorities (15,530 (2,879 (15,957
Expiration of statutes of limitations (9,32) (597 [PR7Z)
Balance, end of year $ 55465 $ 78,776 $ 62,728

Althoughmanagementannotpredictwith anydegreeof certaintythetiming of ultimateresolutionof mattersunderreview
by varioustaxingjurisdictions,it is reasonablyossiblethatthe Company$grossunrecognizedax benefitsbalancemay
changewithin thenext12 monthsby upto $20,856asaresultof theexpirationof statuteof limitationsandthecompletion
of tax authoritiesexaminations.

The Companyaccruednterestrelatedto unrecognizedax benefitsin interestexpenseandrecognizegpenaltiesin other
operatingexpense LeggMasonhadapproximateh$1,930asof March31,2020and$1,937asof bothMarch31,2019and
2018,accruedor interestandpenaltieson tax contingenciesn the ConsolidatedalanceSheets.

LeggMason'srior yeartaxreturnsaresubjecto examinatiorby taxingauthoritiesn theU.S. theU.K., Brazil,andvarious
other jurisdictions. The following tax yearsremainopento incometax examinationfor eachof the more significant
jurisdictionswhereLegg Masonis subjectto incometaxes:afterfiscal 2017for U.S. federal;after calendaryear2008for
Brazil; afterfiscal 2016for thestatef NewYork, ConnecticutCaliforniaandMaryland.The Companydoesnotanticipate
makingany significantcashpaymentswith the settlementf theseauditsin excesof amountghathavebeenreserved.

Exceptasnotedbelow Legg Mason'scontinuingintentionis to permanentlyreinvestsubstantiallyall of the accumulated
andfuture earningsof its foreign subsidiarieoverseas As of March 31, 2020,Legg Masonhadavailabledomesticcash
andcashequivalentof approximatel$288,694 In addition,aftergiving effectto the $250,00(orrowedunderits Credit
Agreementon April 3, 2020,as previouslydiscussedl.egg Masonhas$250,0000f undrawncapacityto meetdomestic
liquidity needssubjecto compliancewith applicablecovenantandthetermsof theMergerAgreement.LeggMasonplans
to utilize upto approximately$13,0000f foreigncashannuallyoverthenextseveralyearsto supplementheseamountsand
anticipateghatall of thisamountwill be providedby debtservicepaymentsy foreign affiliates. No furtherrepatriation
of foreign earningsis currently planned.igéeordingly, no additionalstateincometaxesor withholding taxeshavebeen
provided. However if circumstanceshangel eggMasonwill providefor andpayanyapplicableadditionalU.S.taxesin
connectiorwith repatriatiorof offshorefunds.i¢ ¥lhot practicalatthistime to determingheincometax liability thatwould
resultfrom anyfurtherrepatriationof accumulatedoreignearnings.

8. Leases

LeggMasonlease®verl,500squardeetof office spacawith approximatelyone-thirdcurrentlysubleasetb variousfirms,

themajority of whicharewithin theU.S. Office facilitiesandequipmentireleasedundervariousnon-cancelableperating
leasesandcertainequipments alsoleasedunderfinancingleases.LeggMason'scurrentleaseshaveremainingtermsthat
vary upto 18 years. Certainleasegrovidefor optionsto extendfor periodsof up to 15 yearsand/oroptionsto terminate
within sevenyears

As previouslydisclosedn Note 1, the leasereservdiability relatedto our subleasedpaceandvacatedspacefor which
subleasearebeingpursuedvas$24,063asof March31,2019. Uponadoptionof the updatedeaseaccountingguidance
onApril 1, 2019,the existing Othercurrentand non-currentiabilities werereclassifiedasa reductionof the ROU asset
recordedn accordancevith theupdatecjuidance.

ROU assetghatinvolve subleasear vacantspaceaggregates71,257asof March 31, 2020. Theseassetsnay become
impairedif tenantsareunableto servicetheir obligationsunderthesubleaseand/orif theestimatessto occupancyarenot
realized eitherof which maybe morelikely asCOVID-19impactsevolve.
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Leases included in the Consolidated Balance Sheets were as follows:

Classification As of March 31, 2020
Operating leases:
Operating lease ROU assets Right-of-use assets  $ 290,167
Operating lease liabilities Lease liabilities 355,483
Finance leases:
Property and equipment, gross Right-of-use assets $ 2,01
Less: accumulated depreciation Right-of-use assets (836
Property and equipment, net $ 1,175
Finance lease liabilities Lease liabilities $ 1,068

The components of lease expense included in the Consolidated Statement of Income (Loss) were as follows:

Classification Year Ended March 31, 2020

Operating lease cost Occupancy expense $ 88,020
Financing lease cost:

Amortization of right-of-use asset Occupancy expense 988

Interest on lease liabilities Interest expense 45
Total finance lease cost 1,033
Short-term lease cost Occupancy expense 6,147
Variable lease cd&t Occupancy expense 23,458
Less: sublease billings Occupancy expense (24,877
Net lease coSt $ 93,781

(1) Variableleasecostincludesoperatingexpensesieal estateand othertaxesand otheramountshat fluctuatein amountandarethereforeexcluded
from fixed baserent.
(2) Excludesotheroccupancyexpensef $16,841for theyearendedVarch31, 2020, respectivelyrelatedto leaseholdamortization.

Duringtheyearendedviarch31,2020,in connectiorwith LeggMason'sstrategiaestructuringasfurtherdiscussedh Note
18, it wasdeterminedhatthe carryingvaluesof certainROU assetsvould notberecoverable Relatedmpairmentchages
of $4,328(exclusiveof acceleratedepreciatiorof $1,603 wererecognizedn the quarterendedDecembef31, 2019,and
areincludedin operatingeasecostin thetableaboveandin Occupancyexpensén the Consolidatedstatemenof Income
(Loss). The fair value of the right-of-useassetrelatedto a substantiaportion of the chage was estimatedbasedon a
discountedtashflow analysisusingvariousLevel 3 assumptionghatconsidetthe prevailingrentalratesin theapplicable
marketandtheamountof time it will taketo securea subleaseagreement.

Leaseexpenseancurredin the yearsendedMarch 31, 2019and 2018 was $88,990and $84,963 respectivelyexcluding
leaseholémortizatiorof $16,306and$15,796 Leaseexpensés netof subleasincomeof $21,435nd$23,316respectively

Subleaseamountsilled arerecordedasareductionof Occupancyexpensén theConsolidate®tatemendf Income(Loss).

Theamountsilled areprimarily fixed baserentalpaymentcombinedwith variableleasecostreimbursementsSublease
amountgelatedto baserentarerecordecdn a straight-linebasis.
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As of March31,2020,undiscounteduturecashflows for eachof thenextfive fiscalyearsandthereaftefor fixed payments
relatedto operatingandfinanceleaseavereasfollows:

Operating Finance
Leases Leases Total
2021 $ 89,704 $ 685 $ 90,389
2022 88,452 262 88,714
2023 86,706 125 86,831
2024 72,626 32 72,658
2025 28,991 4 28,995
Thereafter 23,396 [PRZ] 23,396
Totalleasepayments 389,875 1,108 390,983
Less: Imputedinterest (34,399 (40 (34,432
Presentvalue of leaseliabilities $ 355483 $ 1,068 $ 356,551

As of March 31, 2020,theweighted-averageemainingleasetermsandweighted-averagdiscountratesfor operatingand
financeleasesvereasfollows:

Operating Leases Finance Leases
Weighted-average remaining lease term (in years) 4.8 1.9
Weighted-average discount rates 3. 3.2%

Supplementatashflow informationrelatedto leasesvasasfollows:

Year Ended March 31, 2020

Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from operating leases $ 91,602
Financing cash flows from finance leases 932

With theexceptiorof $4,328relatedto thepreviouslydiscussedmpairmentof certainROU assetstherewasno significant
non-casHeaseactivity for theyearendedviarch 31, 2020.

Underprior accountingguidanceasof March31,2019,minimumaggregateentalsunderoperatingeasesvereasfollows:

Operating

Leaset’
2020 $ 90,667
2021 86,095
2022 84,485
2023 83,425
2024 72,192
Thereafter 47,240
Total $ 464,104

(1) Theminimumrentalcommitment$havenotbeenreduceddy $97,816for minimumsubleaseentalsto bereceivedundernon-cancelablsubleases.
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9. Commitments and Contingencies

AsofMarch31,2020 LeggMasonhadcommitmentsoinvest$16,372n limited partnershipghatmakeprivateinvestments.
Thesecommitmentsareexpectedo be outstandingpr fundedasrequiredthroughthe endof their respectivanvestment
periodsrangingthroughfiscal2030. Also, in connectiorwith theacquisitionof ClarionPartnersn April 2016,LeggMason
committedto ultimately provide$100,0000f seedcapitalto Clarion Partnergproducts.

As of March 31, 2020, Legg Masonalso had future commitmentsotaling $87,209relatedto multi-yearagreements$or
certainservicesof which $45,297and$21,737will be duein fiscal 2021 andfiscal 2022,respectively The remaining
$20,175is duethroughfiscal 2028.

In the normalcourseof businessl.eggMasonentersinto contractghatcontaina variety of representationandwarranties
andthatprovidegeneraindemnificationswhich arenot consideredinancialguaranteeby relevantaccountingguidance.
LeggMasongttaximumexposurainderthesearrangementis unknown,asthis would involve future claimsthatmay be
madeagainst_eggMasonthathavenotyet occurred.

LeggMasonhasbeenthe subjectof customercomplaintsandhasalsobeennamedasa defendantn variouslegalactions
arisingprimarily from assetmanagemensecuritiesorokerageandinvestmentankingactivities,including certainclass
actionswhich primarily allegeviolationsof securitiedawsandseekunspecifieddamagesyhich couldbe substantial.In
thenormalcourseof its businessl.eggMasonhasalsoreceivedsubpoenaandis currentlyinvolvedin othergovernmental
andindustryself-regulatonagencyinquiries investigationand fromtimetotime,proceedingmvolving assetmanagement
activities. In accordancevith guidancefor accountingfor contingenciesl.egg Mason has establishedrovisionsfor
estimatedossedrom pendingcomplaints)egalactions,investigationsandproceedingsvhenit is probablethatalosshas
beenincurredandareasonablestimateof losscanbe made.

Therearemattersof litigation andotherproceedingsncludingthosedescribedboveascustomecomplaints|egalactions,
inquiries,proceedingsindinvestigationsywhereLeggMasoncannotestimatehereasonablypossibldossor rangeof loss.
Theinability to provideareasonablypossibleamountor rangeof losseds notbecaus¢hereis uncertaintyasto theultimate
outcomenf amatterbutbecauséability anddamagéssuesavenotdevelopedo thepointwhereLeggMasoncanconclude
thatthereis bothareasonablgossibilityof alossandameaningfulamountor rangeof possibldosses.Therearenumerous
aspectdo customercomplaints,legal actions,inquiries, proceedingsand investigationghat preventLegg Masonfrom
estimatinga relatedamountor rangeof reasonablyossiblelosses. Theseaspectsnclude,amongotherthings,the nature
of themattersthatsignificantrelevanffactsarenotknown,areuncertairor arein dispute;andthatdamagesoughtarenot
specified,areuncertainunsupportabler unexplained.In addition,for legal actions,discoverymay not yet havestarted,
may not be completeor maynotbeconclusive andmeaningfulsettiementliscussionsnaynothaveoccurred.Further for
regulatorymatters,investigationsmay run their coursewithout any clear indication of wrongdoingor fault until their
conclusion.

In managementgpinion,anadequateaccrualhasbeenmadeasof March31,202Q to providefor anyprobabldosseghat
may arisefrom mattersfor which the Companycould reasonablyestimateanamount. Legg Mason'sfinancial condition,
resultsof operationandcashflows couldbemateriallyaffectedduringaperiodin which probabldossedecomeapparent
or amatteris ultimately resolved. In addition,the ultimate costsof litigation-relatedchagescanvary significantly from
period-to-perioddependingn factorssuchasmarketconditions the sizeandvolumeof customeicomplaintsandclaims,
including classactionsuits,andrecoveriefrom indemnification contribution,insuranceeimbursemenir reductionsn
compensationinderrevenuesharearrangements.

As of March 31,2020and2019,Legg Mason'dliability for lossesandcontingenciesvasnot material. Chagesincurred
relatingto litigation andotherproceedingsluringfiscal 2020werenotmaterial. Duringfiscal 2019and2018,LeggMason
incurredchagesrelatingto litigation andotherproceeding®sf approximately$4,80Q and$67,500 Total chagesfor fiscal
2019and2018reflect$4,151and$67,000 respectivelyrelatedto theresolutionwith boththe U.S. Departmenbf Justice

(¢ ¥2DO didthe SECstaf of a ForeignCorruptPracticeAct investigationconcerninghe activitiesof its former Permal
businesdn connectionwith managingassetf Libyan governmentakntitiesin structuresestablishedy a third-party
financialinstitution.if¥oseinvestmentavere madein calendaryears2005to 2007 andi¢ “adreterminatedno laterthan
2012.igkematterdid notrelateto anycurrentousinessctivitiesor clientrelationship®f LeggMasonor anyof its affiliates.i¢ Y2
Resolutionof this matterdid not resultin restrictionson LeggMason'songoingbusinessctivitiesor thatof its affiliates.
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Merger Agreement

The Companyhasmadecustomaryrepresentationandwarrantiesn the MergerAgreementThe MergerAgreemenglso
containgustomarycovenantandagreementsncludingcovenantsindagreementeelatingto theconduciof theCompanys, 2
businesdetweerthe dateof the signingof the MergerAgreementandthe closingof the transactiongontemplatedinder
theMergerAgreement.

TheMergerAgreementontainscertainterminationrightsfor the CompanyandFranklinTempletonjncludingtheright of
theCompanyto terminateaheMergerAgreemento acceptasuperiomproposalsubjecto specifiedimitations,andprovides
that, upon terminationof the Merger Agreementby the Companyor Franklin Templetonin specifiedsituations,the
terminatingpartywill berequiredto payaterminationfeeequalto $115,000to the otherparty.

In additionto the foregoingterminationrights, and subjectto certainlimitations, either party may terminatethe Merger
Agreemenif the Mergeris notconsummatetdy Februaryi¢¥202,1.

In connectiorwith, andsubjecto, theMergerclosing,LeggMasonhascommittedcertainseverancandretentionpayments
to its employeesaggregatingip to approximately$200,000 subjectto continuingemploymenthroughthe closingof the
Merger.

Noncontrolling Interests

LeggMasonmay be obligatedto settleredeemabl@oncontrollinginterestselatedto certainaffiliates. As of March 31,
202Q affiliate redeemablaoncontrollinginterestsexcludingamountsrelatedto managemengquity plans,aggregated
$525,422 In addition,asof March31,202Q theestimatededemptiorfair valuefor unitsunderaffiliate managemergquity
plans(redeemablandnonredeemabledggregate$84,695

SeeNotes12 and16 for additionalinformationregardingaffiliate managemengquity plansandnoncontrollinginterests,
respectively

ContingentConsideration

Asfurtherdiscusseih Note2, onApril 10,2019,ClarionPartnersacquirecamajorityinteresin Gramercy Thetransaction
includeda potentialcontingentconsideratiorpaymentof up to $3,646(usingthe foreign exchangeateas of March 31,
2020,for thei¢ ¥23,3ibtentialpayment) dueon thefifth anniversaryf closinguponthe achievementf certainfinancial
metrics.

As of March31,2020and2019,contingentconsideratiotiabilities totaling$3,308and$1,4 15 respectivelywereincluded
in Othernon-currentiabilities in theConsolidatedalanceSheets DuringtheyearsendedMarch31,2019and2018,Legg
Masonpaid contingentconsiderationotaling $4,869and $3,242 primarily relatedto the acquisitionsof QS Investorsin
May 2014andPK InvestmentManagemenin Decembef015,respectively Duringtheyearendedviarch31,2018,Legg
Masonrecordedair valueadjustmentsotaling$31,329 primarily to reducethecontingentconsideratiotiabilities related
totheacquisition®f RARE Infrastructurén October2015andMartin Curriein October2014 ,asnocontingentonsideration
wasduefor eitherof theseacquisitions.

10. Employee Benefits

Defined Contribution Plans

Legg Mason,throughits subsidiariesmaintainsvariousdefinedcontributionplanscoveringsubstantiallyall employees.
Throughtheseplans,LeggMasoncanmaketwo typesof discretionarycontributions. Oneis a profit sharingcontribution
to eligible plan participantsbasedon a percentagef qualified compensatiomndthe otheris a matchof employee401(k)
contributions. Matchesrangefrom 50%to 100%of employee401(k) contributionsup to a maximumof the lesserof up
to 6% of employeecompensationup to the Internal RevenueServicelimit. Corporateprofit sharingand matching
contributionstogethemwith contributionanadeundersubsidiaryplanstotaled$38,122$39,191 and$38,278n fiscal202Q
2019 and 2018 respectively In addition,employeecanmakevoluntary contributionsundercertainplans. Underthe
termsof the MergerAgreementtheLeggMason401(k)planwill terminatemmediatelyprior to theclosingof the Merger.
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Martin Currie Defined Benefit PensionPlan

Martin Currie sponsorsa retirementanddeathbenefitsplan, a definedbenefitpensionplan with assetdieldin a separate
trustee-administerefdind. Planasset@aremeasuredt fair valueandconsistof 50%equities(Level 1), 49%bonds(Level
2),and1%cash(Level 1) asof March31,2020,and64%equities(Level 1) and36%bonds(Level 2) asof March31,2019.
Assumptionsisedto determindgheexpectedeturnonplanassetsargetsa55%/ 45%equity/bondallocationwith reference
to the 15-yearFTSEU.K. Gilt yield for equitiesandU.K. long-datedbondyieldsfor bonds. Planliabilities aremeasured
onanactuariabasisusingthe projectedunit methodanddiscountedtarateequivalento thecurrentrateon a high-quality
bondin thelocal U.K. marketandcurrency Therewereno significantconcentrationsf risk in planassetasof March31,
20200r 2019. As of March31,2020and2019,$34,210and$41,18%f thetotal planassetsvereinvestedn LeggMason
andMartin Curriesponsorednvestmenproducts. Themostrecentactuarialvaluationwasperformedasof May 31,2019,
which wasupdatedat the subsequentalancesheetdatethroughMarch 31, 2020. Accrual of servicecreditunderthe plan
ceasean October3, 2014. LeggMasonuseshe corridorapproacto accounffor this plan. Underthe corridorapproach,
actuarialgainsandlosseson plan assetsandliabilities are deferredand reportedas Othercomprehensivincome(loss),
exceptwhentheactuarialgainsandlossesxceedl0% of the greaterof thefair valueof the planassetor the planbenefit
obligation,the excesss amortizedasCompensatioandbenefitsexpensevertherecoveryperiodof 15years Duringthe
yearsendedMarch 31, 2020and2019,$542 and $260 of suchpreviouslyunrecognizedosseswvere expensedinderthe
corridorapproach.

Theresultingnetbenefitobligation,summarizedbelow is includedin theConsolidateBalanceSheetasOthernon-current
liabilities:

March 31, 2020 March 31, 2019

Fair value of plan assets (at 4.7% and 4.9%, respectasghected

weighted-average long-term return) $ 68,576 $ 68,830
Benefit obligation (at 2.3% and 2.4%, respectivdigcount rate) (81,019 (102,165
Unfunded status (excess of benefit obligation over plan assets) $ (12,443 $ (33,335

The change in the benefit obligation is summarized below:

Years ended March 31,

2020 2019
Beginning benefit obligation $ 102,165 $ 102,469
Interest costs 2,331 2,426
Actuarial (gain) loss (17,083 7,989
Benefits paid (2,105 (3,078
Exchange rate changes (4,290 (7,64)
Ending benefit obligation $ 81,019 $ 102,165

The change in plan assets is summarized below:

Years ended March 31,

2020 2019
Beginning plan assets $ 68,830 $ 67,529
Actual return on plan assets 2,147 6,384
Employer contributions 3,044 3,144
Benefits paid (2,109 (3,079
Exchange rate changes (3,340 (5,149
Ending plan assets $ 68,576 $ 68,830

For the yearsendedMarch 31, 2020,2019,and 2018, a net periodic benefitof $833 $734and $389 respectivelywas
includedin Compensatiomndbenefitsexpensen the Consolidatedtatementsf Income(Loss).
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The components of the net periodic gain for the years ended March 31, were as follows:

2020 2019 2018
Interest costs $ 2,331 $ 2,426 $ 2,763
Expected return on plan assets (3,169 (3,160 (3,152
Net periodic benefit $ (833 % (739 $ (389

Netactuarialossef $791and$17,80Awereincludedin Accumulatecbthercomprehensivéoss,net,in the Consolidated
BalanceSheetsaat March31,2020and2019,respectively

As of March 31, 2020, the plan expects to make benefit payments over the next 10 fiscal years as follows:

2021 $ 1,906
2022 2,085
2023 2,129
2024 2,576
2025 2,532
2026-2030 15,813

In connectiorwith areviewby the Pensiongkegulatorin the U.K. ("the Regulator)of the pensiorplan'scurrentstructure
andfundingstatusMartin Currie,thetrusteef the pensiorandthe Regulatoragreedo arevisedplanstructureon August
10,2017 includingtheredomiciliationof theplanin theU.K., additionalguaranteesom Martin Currieentitiesandprovisions
for acceleratedundingof a portionof anybenefitobligationin certaincircumstancesMartin Currie agreedwith the plan

trusteego contribute$2,876(usingthe exchangeateasof March 31, 2020for thei¢,%22,320nualcommittedcontribution
amountjto the plan on anannualbasisthroughMay 2024, with afinal paymentof $1,811 (usingthe exchangeateasof

March 31, 2020for thei¢Y21,4fdal paymentamount)duein November2024. As aresultof the May 31, 2019actuarial
valuation,Martin Currieandthe plantrusteesarecontemplatingevisedannualcommittedcontributionamounts.

11. Capital Stock
At March 31, 202Q the authorizednumbersof commonand preferredshareswvere 500,000and 4,00Q respectively At
March 31,2020and2019 therewere6,634and7,872shareof commonstock,respectivelyreservedor issuanceunder

LeggMason'sequity plans.

Changes in common stock were as follows:

Years Ended March 31,

2020 2019 2018

COMMON STOCK
Beginning balance 85,557 84,606 95,727
Shares issued for:

Stock option exercises 1,256 198 472

Deferred compensation employee stock trust 14 11 11

Stock-based compensation 1,410 1,137 948
Shares repurchased and retired [PRZ [PARZ) (12,209
Employee tax withholding by settlement of net share transactions (459 (395 (348
Ending balance 87,782 85,557 84,606

During fiscal 2020,2019,and2018,Legg Masonretired455, 395 and348 sharesrespectivelyof its commonstockfor
$15,448%$15,575nd$13,233respectivelyjundemetsharesettiementsf deferreccompensatioawardvesting.ln addition,
duringfiscal 2018 LeggMasonpurchase@ndretired6,636sharef its commonstockfor $253,64%hroughopenmarket
purchases.
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In January2015, Legg Mason'sBoard of Directorsapproveda sharerepurchaseuthorizationfor up to $1,000,000for
repurchasesf Legg Masoncommonstock. On Decembe22,2017,Legg Masonpurchasedndretired5,568sharesof
LeggMasoncommonstockfrom Shanddor anaggregate@urchaseprice of $225,490 LeggMason'sBoardof Directors
approvedhepurchasef thesesharesutilizing theremaining$169,01%f LeggMasoncommonstockpreviouslyauthorized
for purchasaunderthe January2015authorizatiorandauthorizingthe purchaseof an additional$56,471of Legg Mason
commonstockto completethe transaction.As of March 31, 2020, further purchase®sf Legg Masoncommonstockhave
not beenauthorizedandareprohibitedby the MergerAgreemenihile the Mergeris pending.

The parvalueof the sharegepurchaseds chagedto commonstock,with the excessof the purchaseprice over parfirst
chagedagainstadditionalpaid-in capital,with theremainingbalancejf any chagedagainstetainedearnings.

Dividendsdeclaredper sharewere $1.6Q $1.36and$1.12during fiscal 202Q 2019 and 2018 respectively Dividends
declaredutnotpaidatMarch31,202Q 2019 and2018 were$34,930$29,058nd$23,623 respectivelyandareincluded
in OthercurrentiabilitiesontheConsolidate®alanceSheetsTheMergerAgreemenprohibitsLeggMasonfromincreasing
its quarterlydividendratesor from payingdividendson dateshatarenot consistentvith pastpracticeduringthetime the
Mergeris pending.

12. Stock-BasedCompensation

Legg Mason'sstock-basedompensatiomncludesrestrictedstock units, stockoptions,an employeestockpurchaseplan,
marketandperformance-basgibrformanceharepayablén commorstock affiliate managemerequityplansanddeferred
compensatiopayablein stock. Sharesavailablefor issuancainderthe equityincentivestockplanasof March 31, 202Q

were6,331 OptionsunderLegg Masonggquity incentivestockplanshavebeengrantedat pricesnot lessthan100% of

thefair marketvalueonthedateof grant. Optionsaregenerallyexercisablen equalincrementoverfour yearsandexpire
within eightyearsto 10 yearsfrom the dateof grant.

Thecomponent®f LeggMason'dotal stock-basedompensatioexpensavereasfollows:

Years Ended March 31,

2020 2019 2018
Restricted stock and restricted stock units $ 52,322 $ 49,282 $ 54,348
Stock options 2,853 4,537 7,478
Employee stock purchase plan 474 611 662
Non-employee director awards 1,000 5,332 3,103
Affiliate management equity plans 1,694 1,025 1,275
Performance share units 8,925 5,065 3,981
Employee stock trust 33 32 28
Total stock-based compensation expense $ 67,301 $ 65,884 $ 70,875
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Restricted Stock

Restrictedstockandrestrictedstockunit transactiongresummarizedelow:

Weighted-
Number of  Average Grant

[PRZ Shares DateValue
Unvested shares at March 31, 2017 3,321 % 38.92
Granted 1,460 37.68
Vested (1,410 39.59
Canceled/forfeited (72 38.10
Unvested shares at March 31, 2018 3,299 38.09
Granted 1,190 38.93
Vested (1,290 39.72
Canceled/forfeited (153 37.52
Unvested shares at March 31, 2019 3,045 37.76
Granted 1,206 35.50
Vested (1,412 38.51
Canceled/forfeited (79 36.67
Unvested shaes at March 31, 2020 2,760 $ 36.43

The restrictedstockandrestrictedstockunit transactionseflectedin the tableabovewerenon-cashransactionskor the
yearsendedMarch 31, 2020,2019,and2018,Legg Masonrecognizedncometax benefitsrelatedto restrictedstockand
restrictedstock unit awardsof $13,553 $12,767 and $20,972 respectively Unamortizedcompensatiorcostrelatedto
unvestedestrictedstockawardsatMarch31,2020,0f $50,757s expectedo berecognizedveraweighted-averagperiod

of 1.6years

Clarion performance shares

As partof theacquisitionof ClarionPartnersn April 2016,LeggMasongrantedcertainkey employee®f ClarionPartners
atotal of 716 performance-basedegg Masonrestrictedshareunits, which are not includedin the unvestedsharesof
restrictedstockunitsin thetableabove with anaggregatéair valueof $11,121, whichwasincludedin the purchaseprice.
TheserestrictedshareunitsvesteduponClarion Partnersachievinga certainlevel of EBITDA asof March31,2020.

Stock Options

StockoptiontransactionsinderLegg Mason'sequityincentiveplansaresummarizedelow:

Weighted-Arerage

Number Exercise Price Per

(PR ofi¢ %Shares Share

Options outstanding at March 31, 2017 4,593 $ 38.15
Granted 440 37.79
Exercised (490 30.09
Canceled/forfeited (106 47.42
Options outstanding at March 31, 2018 4,437 38.78
Exercised (201 31.15
Canceled/forfeited (121 42.31
Options outstanding at March 31, 2019 4,115 39.05
Exercised (1,497 34.56
Canceled/forfeited (100 46.79
Options outstanding at March 31, 2020 2518 $ 41.41

Thetotalintrinsic valueof optionsexercisedluringtheyearsendedMarch31,2020,2019,and2018,was$17,476 $1,084
and$4,647 respectivelyAt March31,2020,the aggregaténtrinsic valueof optionsoutstandingvas$22,864
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Thefollowing informationsummarizes.eggMason'sstockoptionsoutstandingat March 31, 2020:

Weighted- Weighted-

) Average Average
_ _ Option Shares  Exercise Price  Remaining Life

Exercise Price Range Outstanding Per Share (in years)
$14.81 - $25.00 38 $23.72 0.13
25.01 - 35.00 910 31.38 3.55
35.01-55.18 1,570 47.65 3.13

2,518

At March31,2020,2019,and2018optionswereexercisabléor 2,115, 3,233 and2,867sharestespectivelywith aweighted-
averageexerciseprice of $42.63 $39.12 and$37.64 respectively Stockoptionsexercisableat March 31, 2020,havea

weightedaveragaemainingcontractualife of 3.0years. At March 31, 2020,the aggregatentrinsic valueof exercisable
shareavas$17,283

The following summarizes Legg Mason's stock options exercisable at March 31, 2020:

Weighted-
) Average

, , Option Shares  Exercise Price

Exercise Price Range Exercisable Per Share
$14.81 - $25.00 38 % 23.72
25.01 - 35.00 733 31.40
35.01-55.18 1,344 49.29

2,115

The following information summarizes unvested stock options under Legg Mason's equity incentive plan for the year
ended March 31, 2020:

Weighted-
Average

Number of Exercise Price

Shares Per Share
Options unvested at March 31, 2019 882 $ 38.78
Vested (478 41.99
Canceled/forfeited (2) 34.77
Options unvested at Mach 31, 2020 402 $ 34.97

FortheyearsendedMarch31,2020,2019,and2018,incometax benefitsrelatedto stockoptionswere$685 $1,17Q and
$2,715 respectively Unamortizedcompensatiorostrelatedto unvestedptionsfor 402 sharesat March 31, 2020, was
$616 whichis expectedo berecognizedveraweighted-averagperiodof 0.9 years.

Caslreceivedrom exercise®f stockoptionsunder_eggMason'squityincentiveplanswas$43,386 $6,114, and$14,072
for the yearsendedMarch 31, 2020,2019,and 2018, respectively The tax benefitexpectedo be realizedfor the tax

deductionfrom theseoption exercisegotaled$3,289 $198 and$1,408 for the yearsendedMarch 31, 2020,2019,and
2018, respectively

The weighted-averagfair valueof service-basedtockoptionsgrantedduring the yearendedMarch 31, 2018,usingthe
Black-Schole®ptionpricing modelwas$8.41
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Thefollowing weighted-averagassumptionsvereusedin the modelfor grants:

Year Ended
March 31, 2018
Expected dividend yield 1.71%
Risk-free interest rate 1.92%6
Expected volatility 26.9%%
Expected life (in years) 5.09

LeggMasonusesanequallyweightedcombinationof bothimplied andhistoricalvolatility to measurexpectedrolatility
for calculatingBlack-Schole®ptionvalues.

Affiliate ManagementEquity Plans

In connectiorwith theacquisitionof ClarionPartnersn April 2016,LeggMasonimplementeca managemengquity plan
for ClarionPartnerghatentitlescertainof its key employeeso participaten 15%of thefuturegrowth,if any, of theClarion
Partnerenterprisevalue (subjectto appropriatediscountssubsequento the dateof the grant. Theinitial grantunderthe
planvestedmmediatelyandthe relatedgrant-datefair valuewas$15,200 determinediy independentaluation. Future
grantsunderthe planwill vest20% annuallyoverfive years,andwill resultin the recognitionof additionalcompensation
expensavertherelatedvestingperiod. Subjectto variousconditions,ncludingthe passagef time, vestedplanunitscan
be put to Legg Masonfor settlementt fair value. Legg Masoncanalsocall plan units, generallypostemploymentfor
settlemenat fair value.As of March31,202Q the estimatedaggregateéedemptiorfair valueof unitsunderthe plan, asif
theywerecurrentlyredeemableyas$14,300

Effective March 1, 2016,Legg Masonimplementeda managemengquity plan for RoycelnvestmentPartnerq"Royce")
key employees.Underthe managemenrgquity plan, minority equity interestsequivalento a 24.5%interestin the Royce
entityhavebeenissuedo certainkeyemployees5.5%of whichwasissuecbnMarch31,2019andresultedn Compensation
andbenefitsexpensef $2,40Q which a correspondingncreaseao Nonredeemablaoncontrollinginterest. No additional
grantsareexpectedinderthe plan. Equity holdersreceivequarterlydistributionsof a portionof Royce'spre-taxincomein
amountsequalto the percentag®f ownershiprepresentedby the equity they hold, subjectto paymentof Legg Mason's
revenueshareandreasonablexpenseandsubordinatiorprovisionsin certaincases.As of March31,202Q theestimated
aggregateedemptiorfair valueof unitsunderthe plan,asif theywerecurrentlyredeemableyas$10,800

OnMarch31,2014 | eggMasonimplementedmanagemergquityplanandgrantedunitsto keyemployeesf its subsidiary
ClearBridgelnvestments|.LC ("ClearBridge™)thatentitle themto participatein 15% of the future growth, if any, of the
ClearBridge enterprisevalue (subjectto appropriatediscounts)subsequento the grant date. Independentvaluation
determinedheaggregateostof theawardio beapproximately$16,00Qwhichwasrecognize@sCompensatioandbenefits
expensen the ConsolidatedStatement®f Income (Loss) over the relatedvesting periodsthroughMarch 2019. Total
compensatioexpenseelatedto the ClearBridgeaffiliate managemenrgquity planwas$1,694 $2,932 and$3,103for the
yearsendedViarch31,2020,2019,and2018,respectively Thecompensatioexpensdor theyearendedviarch31,2020,
includes$1,600relatedto the modificationof the plansettlemenfeatureswhichresultedn anincreasen thefair valueof
theawards. This arrangemenprovidesfor one-halfof the costto be absorbedy the ClearBridgeincentivepool. Vested
plan units canbe put to Legg Masonfor settlementat fair value, beginningone year after the holder terminatestheir
employment. Legg Masoncanalsocall plan units, generallypostemploymentfor settlementt fair value. Changesn
control of LeggMasonor ClearBridgedo notimpactvesting,settlemenbr otherprovisionsof the units. However upon
saleof substantiallyall ClearBridgeassetsthe vestingof the unitswould accelerateandparticipantsvould receivea fair
valuepaymenin respecbf theirinterestaundertheplan. Futuregrantsof additionalplanunitswill dilute theparticipation
of existingoutstandingunitsin 15% of the future growth of therespectiveaffiliates' enterprisevalue,if any, subsequerb
therelatedfuture grantdate for which additionalcompensatioexpenseavould beincurred. Further future grantswill not
entitlethe planparticipantsgollectively, to morethananaggregatd 5% of thefuture growth of the ClearBridgeenterprise
value. Upon vesting,the grant-datefair value of vestedplan units is reflectedin the ConsolidatedBalanceSheetsas
Redeemablenoncontrolling intereststhrough an adjustmentto additional paid-in capital. Thereafter redeemable
noncontrollingnterestswill continueto beadjustedo theultimatemaximumestimatededemptiorvalueovertheexpected
term,throughretainedearningsadjustmentsAs of March31,202Q theestimatedggregateedemptiorfair valueof vested
unitsunderthe ClearBridgeplan, asif theywerecurrentlyredeemableyasapproximateh$59,595
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Other

LeggMasonhasa qualified ESPPcoveringsubstantiallyall U.S.employeesSharef commonstockarepurchasedh the
openmarketon behalfof participatingemployeessubjectto a 4,500total shardlimit underthe plan. Purchasearemade
through payroll deductionsand Legg Mason providesa 15% contribution towards purchaseswhich is recordedas
Compensatioandbenefitan theConsolidate®tatementsf Income(Loss). DuringtheyearsendedMarch31,2020,2019,
and 2018, approximatelyl04, 141, and 128 sharesfespectivelyhavebeenpurchasedn the openmarketon behalf of

participatingemployees.In connectionwith the Merger, the purchaseof shareaunderthe ESPPceasedn February2020
andthe ESPPwill terminateimmediatelyprior to the closingof the Merger.

LeggMasonalsohasanequityplanfor non-employedirectors Underthecurrentequityplan,directorsmayelectto receive
shareof stockor restrictedstockunits. Sharesandrestrictedstockunitsissuableunderthis equity planarelimited to 625
in aggregatenf which523 494and460sharesvereissuedasof March31,2020,2019,and2018,respectively As of March
31,2020,2019,and2018,non-employedirectorsheld 34, 99, and80 restrictedstockunits, respectivelywhich vestonthe
grantdateandare thereforenotincludedin theunvestedhare®f restrictedstockunitsin thetableabove Duringtheyears
endedMarch31,2020,2019,and2018 non-employeédirectorsveregranted’, 15, and12, restrictedstockunits,respectively
and20, 15, and19, sharef commonstock,respectively

In May 2019,2018,and2017,L eggMasongranteccertainexecutiveofficersatotal of 168 163 and111 performancehare
units, respectivelyaspartof their fiscal 2019,2018,and2017incentiveawardswith aggregatevaluesof $6,334 $5,82Q
$3,503 respectively The vestingof performanceshareunits grantedin May 2019 and 2018 andthe numberof shares
payableat vestingaredeterminedasedn LeggMasongg®#ativetotal stockholdereturnandrelativeorganicgrowthrate
of long-termAUM over three-yeaperiodsendingMarch 31, 2022and 2021, respectively The recordedgrantdatefair
valuesper performanceshareunit of $37.63and$35.67 respectivelywere estimatedasedon multiple fair valueMonte
Carlopricing models Expenseassociateavith thesegrantsareadjustedor thelevel of relativeorganicgrowthexpectedo
beultimatelyachievedTheestimatedair valuesfor theMay 2019grantrangefrom $21.63to $45.63perperformancehare
unit andfor the May 2018grantrangefrom $18.08to $44.46perperformanceshareunit. Thevestingof the performance
shareunitsgrantedn May 2017wasdeterminedasedn LeggMason'selativetotal stockholdereturnoverathree-year
periodendingMarch31,2020.The grantdatefair valueperunit for the May 2017 performanceshareunits of $31.42was
estimatedsof thegrantdateusinga Monte Carlopricing model. Thefollowing assumptionsvereusedin theMonteCarlo
pricing modelsfor the May 2019,2018,and2017grants:

May 2019 May 2018 May 2017

Expected dividend yield 4.41% 3.4%% 2.96%
Risk-free interest rate 2.11% 2.71% 1.47%0
Expected (average in 2019 and 2018) volatility 23.96/% 26.1%% 27.73%

Theperformanceperiodfor theMay 2017grantendedon March31,2020andresultedn theissuancef 117 performance
shares.Legg Masonalsograntedcertainexecutiveofficers 182 performanceshareunitsin May 2016with anaggregate
awardvalueof $3,528 The performanceperiodfor this grantendedon March 31, 2019andresultedin theissuancef 46
performanceshares.

The Merger Agreementprovidesfor the settlemenbf all outstandingshare-basedquity awards(vestedand unvested),
contingentuponthe Mergerclosing.

Deferredcompensatiopayablan share®f LeggMasoncommonstockhasbeengrantedo certainemployeesn anelective
plan. Thevestingin theplanis immediateandtheplanprovidesfor discountf up to 10%on contributionsanddividends.
SinceJanuaryl, 2015,thereareno additionalcontributionsto the plan, with the remaining201 sharegeservedor future
dividenddistributions. During fiscal 2020,2019,and2018,Legg Masonissuedl9, 20, and14 sharesrespectivelyunder
the planwith a weighted-averag@air value per shareat the grantdateof $34.92 $29.68 and$37.63 respectively The
undistributedsharesssuedunderthis planareheldin arabbitrust. Assetsof therabbitrustareconsolidatedvith thoseof
theemployerandthevalueof theemployer'stockheldin therabbitrustis classifiedin stockholdersequityandaccounted
forin amannesimilartotreasurystock. Thereforetheshares eggMasonhasissuedo therabbitrustandthecorresponding
liability relatedto the deferredcompensatioplanarepresentedscomponent®f stockholdersequity asEmployeestock
trustandDeferredcompensatioemployeestocktrust,respectively Sharedeldby thetrustatMarch31,2020,2019,and
2018,were427, 456, and462 respectively
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13. Revenue

The following table preseni®tal Operating Revenues disaggregated by asset class:
Years Ended March 31,

2020 2019 2018
Equity $ 1,160,799 $ 1,213,480 $ 1,288,655
Fixed Income 1,166,134 1,138,763 1,181,853
Alternative 502,762 463,883 568,140
Liquidity 92,430 87,133 101,674
$ 2,922,125 $ 2,903,259 $ 3,140,322

Total Operating Revenues

Revenuedy geographidocationareprimarily basedon thelocationof the advisoror domicile of fund familiesmanaged
by Legg Masonand do not necessarilyreflect wherethe customerresidesor the currencyin which the revenuesare
denominated.Thefollowing tablepresentdotal OperatingRevenueslisaggregatetly geographidocation:

Years Ended March 31,

2020 2019 2018
United States $ 2,325,306 $ 2,255,989 $ 2,381,155
United Kingdom 134,126 140,145 206,813
Other International 462,693 507,125 552,354
$ 2,922,125 $ 2,903,259 $ 3,140,322

Total Operating Revenues

Certainsalescommissiongaid in connectionwith obtainingassetsmanagedn retail separatelymanagedaccountsare
capitalizedas deferredcosts. As of March 31, 2020 and 2019, capitalizedsalescommissionsof $8,954and $8,126
respectivelywereincludedin Othercurrentassetsand$11,396and $10,147 respectivelywereincludedin Othernon-
currentassetsn the ConsolidatedBalanceSheets. Amortization relatedto capitalizedsalescommissionsncludedin
Compensatiomndbenefitsin the Consolidatedstatement®f Income(Loss)was$9,557and $9,228for the yearsended
March31,2020and2019,respectively Therewerenoimpairmentossesn relationto thecapitalizedcostsduringtheyears

endedMarch31,2020and2019.
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14. Earnings Per Share

Thefollowing tablepresentt¢he computation®f basicanddiluted EPS:

Years Ended March 31,

[PAZ) 2020 2019 2018
Basic weighted-average shares outstanding for EPS 86,831 85,423 90,734
Potential common shares:

Dilutive employee stock options 330 ¢ 460

Performance sharés 176 1Yz i¢Y2
Diluted weighted-average shares outstanding for EPS 87,337 85,423 91,194
Net Income (LossAttributable toi¢,Y2Legg Mason, Inc. $ 251,367 $ (28,509 $ 285,075

Less: Earnings (distributed and undistributed) allocated to

participating securities 8,095 4,225 10,128

Net Income (Loss) (Distributed and Undistributédipcated

to Shareholders (Excluding Participating Securities) $ 243,272 $ (32,733 $ 274,947

Net Income (Loss) per shaftributable to Legg Mason, Inc.
Shareholders
Basic $ 280 $ (0.3 $ 3.03
Diluted 2.79 (0.389 3.01

(1) Relatedo the vestingof performance-basedegg Masonrestrictedshareunits grantedto certainkey employeeof Clarion Partnersaaspartof the
ClarionPartnersacquisitionin April 2016. SeeNote 12 for additionalinformation.

Theweighted-averagshareexcludeweighted-averagaenvestedestrictedsharesleemedo be participatingsecuritieof
2,884 3,092 and3,327for theyearsendedMarch31,2020,2019,and2018,respectively

As discussedn Note 11, duringfiscal 2020,2019,and2018,Legg Masonretired455 395 and348 sharesf its common
stock,undernetsharesettlement®f deferredcompensatiomwardvesting. In addition,duringfiscal 2018,Legg Mason
purchasedndretired6,636sharesf its commonstock,throughopenmarketpurchasesandalsopurchasedndretired
5,568sharesf its commonstockfrom Shanda.Thetotal retiredshareseducedwveighted-averagsharesoutstandingoy
374, 355and6,050sharedor theyearsendedMarch31,2020,2019,and2018,respectively

Optionsto purchasel,613and1,952sharedor theyearsendedviarch31,2020and2018,respectivelywerenotincluded
in the computationof diluted EPSbecauséhe presumedproceedsrom exercisingsuchoptions,including the related

unamortizecexpenseexceedheaverageprice of thecommonsharedor theperiodand,thereforethe optionsaredeemed
antidilutive.

ThedilutedEPScalculatiorfor theyearendedviarch31,2019,excludesl06potentialcommonshareshatwereantidilutive
dueto thenetlossfor theyear

Further market-andperformance-baseavards suchasthoseissuedo LeggMasonexecutiveofficers,areexcludedrom
potentialdilution until the designatednarketor performancesonditionis met.
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15. Accumulated Other Comprehensive Loss

Accumulatedthercomprehensivéossincludescumulativeforeign currencytranslationadjustmentg&ndgainsandlosses
on definedbenefitpensionplans. The changen the accumulatedranslationadjustmentsor fiscal 2020andfiscal 2019
primarily resultedfrom theimpactof changesn the Australiandollar, the British pound,the Brazilianreal, the Singapore
dollar, andtheJapanesgen,in relationtotheU.S.dollaronthenetassetef LeggMason'subsidiariesn theU.K., Australia,
Brazil, JapanandSingaporefor which the pound,Australiandollar, the Singaporeamlollar, thereal,andtheyen, arethe
functionalcurrenciesrespectively

A summaryof LeggMason'saccumulateethercomprehensivéossasof Marchi¢ “asfollows:

2020 2019
Foreign currency translation adjustment $ (194,515 $ (113,429
Changes in defined benefit pension plan (799 (17,807
Total Accumulated other comprehensive loss $ (195,306 $ (131,236

Therewerenosignificantamountgeclassifiedrom Accumulatedthercomprehensiviossto theConsolidatedstatements
of Income(Loss)for theyearsendedMarch31,2020 2019 and2018.

16. Noncontrolling Inter ests

Netincomeattributableto noncontrollinginterestsncludedthefollowing amounts:

Years Ended March 31,

(PR 2020 2019 2018
Net income attributable to redeemable noncontrolling

interests $ 47,228 $ 28,029 $ 42,872
Net income attributable to nonredeemable noncontrolling

interests 5,891 8,413 8,403
Total $ 53,119 $ 36,442 $ 51,275
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Thefollowing tablespresenthe changesn redeemabl@andnonredeemableoncontrollinginterests:

Redeemable noncontrolling interests

Consolidated
investment
vehicle§”  Noncontrolling Management

Affiliate

Nonredeemable
noncontrolling

and other interests equity plans  Total interest&

Balance as of March 31, 2017 $ 58,470 $ 591,254 $ 28,048 $ 677,772 $ 27,798
Net income attributable to

noncontrolling interests 6,656 36,216 [PAZ] 42,872 8,403
Subscriptions (redemptions), net, and

other 59,921 (2,693 ig¥ 57,228 (P27
Distributions [PRZ] (53,389 i¢¥2 (53,389 (8,470
Foreign exchange 1Y 381 Y2 381 1Y
Vesting/change in estimated i i

redemption value 1¢,%2 2,180 5,250 7,430 1¢,%2

Balance as of March 31, 2018 125,047 573,950 33,298 732,295 27,731
Net income attributable to

noncontrolling interests 776 27,253 1¢% 28,029 8,413
Subscriptions (redemptions), net (22,193 [PAZ] igve (22,193 [PRZ]
Settlement of diliate noncontrolling

interest put:

Payment [PAZ) (15,547 g2 (15,547 [PAZ)

Change in redemption value [PAZ) (12,345 TeYe (12,345 [PAZ)
Distributions [PRZ] (29,819 ig¥2 (29,815 (8,760
Grants (settlements), net ¢ Y% [PAZ] (1,325 (1,325 2,400
Foreign exchange [PRZ (4,739 1¢% (4,739 1¢%2
Vesting/change in estimated

redemption value [PRZ 1,837 16,178 18,015 [PRZ
Balance as of March 31, 2019 103,630 540,595 48,151 692,376 29,784
Nﬁto'ﬁggrﬂﬁ,m‘,ﬁgﬁ‘;{zf’gittSO 12,906 34,322 e 47,228 5,801
Subscriptions (redemptions), net 604 [PAZ] (150 454 [PRZ]
Business acquisition 1Y 11,715 Y2 11,715 1Y
Purchase of &fiate noncontrolling

interest put:

Payment (fair value portion) 1¢%2 (8,789 [PRZ (8,789 1¢%2

Change in redemption value [PRZ) (25,709 Tigv2 (25,709 [PRZ]
Distributions [PRZ) (30,543 ¢ (30,549 (6,633
Foreign exchange [PRZ] (1,073 [PAZ] (2,071 [PRZ]
Vesting/change in estimated

redemption value (VA7) 4,900 23,851 28,751 [PAZ
Balanceasof March 31,2020 $ 117,140 $ 525,422 $ 71,852 $ 714,414 $ 29,042

(1) Relatedto VIEs andseedednvestmenproducts.
(2) Relatedto Roycemanagemengquityplan.
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The following tables present the changes in redeemable noncontrolling interesiisaby @xclusive of management
equity plans):

Redeemable noncontrolling interests

EnTrust Clarion RARE
Global Partners  Infrastructure Other Total
Balance as of March 31, 2017 $ 404,852 $ 113,173 $ 68,747 $ 4,482 $ 591,254
Net income (loss) attributable to
noncontrolling interests 19,709 13,172 3,474 (139 36,216
Subscriptions (redemptions), net (P73 [PRZ] [PRZ] (2,693 (2,693
Distributions (37,677 (11,253 (4,317 14y (53,389
Foreign exchange [PRZ} 1Y 381 [PRZS 381
Change in estimated redemption value [PARZ) 2,180 [PRZ [PARZ) 2,180
Balance as of March 31, 2018 386,884 117,272 68,285 1,509 573,950
Net income (loss) attributable to
noncontrolling interests 9,735 16,127 1,660 (269 27,253
Distributions (15,939 (11,739 (2,139 (12 (29,815
Settlement of diliate noncontrolling
interest put:
Payment [PRZ) [PRZ (15,54% [PRZ) (15,547
Change in redemption value (P73 [PRZ) (12,345 (P73 (12,345
Foreign exchange [PAZS ¢ Y (4,738 [PAZS (4,738
Change in estimated redemption value [PRZS 1,837 1Yz [PRZ} 1,837
Balance as of March 31, 2019 380,684 123,502 35,181 1,228 540,595
Net income attributable to noncontrolling
interests 14,636 19,518 106 62 34,322
Business acquisition [PRZ} 1Y 1Yz 11,715 11,715
Distributions (16,230 (14,310 [PRZ (2 (30,549
Purchase of &fiate noncontrolling
interest:
Payment (fair value portion) [PRZ) 1¢%2 (8,789 [PRZ) (8,789
Change in redemption value [PAZ3 [PRZ] (25,709 [PAZ3 (25,709
Foreign exchange i¢Y 1¢Y% (790 (28] (2,071
Change in estimated redemption value [PRZ} 4,900 [PAZ} [PRZ} 4,900
Balance as of Mach 31, 2020 $ 379,090 $ 133,610 $ [PRZR 12,722 $ 525,422

Redeemablaoncontrollinginterestof 35%o0f the outstandingquityof EnTrustGlobaland18%of the outstandingequity
of ClarionPartnerganbeputbytheholdersor calledby LeggMasonfor settlemenatfair valuesubjecto variousconditions,
includingthepassagef time. Theamountgor noncontrollingnterestsif reportedatfair valuein theConsolidateBalance
Sheetsteflectthetotalbusines&nterprisevalueof thecombinedentity, afterappropriateliscountgor lack of marketability
andcontrol.

OnMay 10,2019,LeggMasonpurchasedhe 15% equity interestin RARE Infrastructureheld by the firm's management
teamfor total consideratiorof $21,988 Theinitial cashpaymentof $11,967 which includedrelateddividendsin arrears
of $1,759 waspaid on May 10, 2019. One-halfof the remainingbalancewaspaidin May 2020andthe remainingone-
half will beduetwo yearsafterclosing,subjectto certainconditions. The $11,440differencebetweerthefair valueof the
noncontrollingintereston the settlementiateandthetotal consideratiomue(excludingdividendsin arrears)vasrecorded
asCompensatiomndbenefitsin the yearendedMarch 31, 2020. The $25,708differencebetweerthe fair valueandthe
carryingvalueof the noncontrollinginterestof $34,4970n the settlementdatewasrecordedasanincreaseo additional
paidin capital. This purchasevaspartof Legg Mason'sstrategicrestructuringasfurtherdiscussedn Note 18, to pursue
operationalefficiencies betweenRARE Infrastructureand ClearBridgeintendedto reducecostsand enhancegrowth
opportunitiedor both of the businesses.
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On July 2, 2018, the corporateminority ownerof RARE Infrastructureexercisedthe put option for its 10% ownership
interest. The settlementvalue of $15,547was basedon the midpoint of the valuationsdeterminedby the independent
valuationexpertsappointedby Legg Masonandthe corporateminority ownerandwaspaid on October10, 2018,along
with $981 of dividendsin arrears. The $12,345differencebetweenthe settlementvalue andthe carrying value of the
noncontrollinginterestof $27,892on the settlementatewasrecordedasanincreaseo additionalpaidin capital.

17. Derivatives and Hedging

LeggMasonusescurrencyforwardsto economicallyhedgetherisk of movementsn exchangeates primarily betweerthe
U.S.dollar, British pound Australiandollar, Singaporelollar, Japanesgen,andeuro. All derivativetransactiongor which
LeggMasonhascertainlegally enforceableightsof setof aregovernedy InternationalSwapsandDerivativeAssociation
("ISDA") MasterAgreements.For thesederivativetransactionsl.eggMasonhasonelSDA MasterAgreemeniith each
of thesignificantcounterpartiesiyhich coverstransactionsvith thatcounterparty Eachof therespectivdSDA agreements
providesfor legally enforceablesettlemennettingandclose-ounettingbetweerleggMasonandthatcounterparty Other
assetsecordedn the ConsolidatedalanceSheetasof March31,2020and2019,were$4,716and$4,183 respectively
Otherliabilities recordedn the ConsolidatedalanceSheetsasof March 31,2020and2019,were$13,872and$7,579
respectively

Legg Masonalsousesmarkethedgeson certainseedcapitalinvestmentsy enteringinto futurescontractgto sell index
fundsandtreasurieshatbenchmarkhehedgedseedcapitalinvestmentsindhasenterednto totalreturnswaparrangements
with respecto certainLeggMasonsponsoredETFs,asfurtherdiscussedbelow

Legg Masonhasnot designatediny derivativesas hedginginstrumentsor accountingpurposegluring the yearsended
March31,2020,2019,0r 2018. As of March 31, 2020,Legg Masonhadopencurrencyforward contractswith aggregate
notionalamountgotaling$323,031andopenfuturescontractgelatingto seedcapitalinvestmentsvith aggregataotional
amountgotaling$74,988 With theexceptionof thetotal returnswaparrangementandrelatedfuturescontractdiscussed
below theseamountsarerepresentativef thelevel of non-hedgelesignatiorderivativeactivity throughoutheyearsended
March31,2019,2018,and2017.Asof March31,2020 theweighted-averageemainingcontractermsfor currencyforward
contractsvassix monthsandfor futurescontractselatingto seedcapitalinvestmentsvasthreemonths

Legg Masonhasenterednto varioustotal returnswaparrangementwith financialintermediariewith respecto certain
LeggMasonsponsoredETFs,which resultedn investmentdy eachof thefinancialintermediariesn therespectiveETE
Underthetermsof eachof thetotal returnswaparrangements,eggMasonreceivegherelatednvestmengainsandlosses
ontheunderlyingsharesf the ETF andpaysa floating rateon the valueof the underlyingshares.Eachof thetotal return
swaparrangementallows eitherparty to terminateall or partof the arrangemenandprovidesfor automatictermination
uponoccurrenc®f certainevents.Eachfinancialintermediarycounterpartynayhedgéts totalreturnswappositionthrough
aninvestmenin the ETF andthe financialintermediariepurchasednterestsn the relatedLegg MasonETF on the date
of the transactions.The aggregatenotionalamountfor the two total returnswapsoutstandingasof March 31, 2020was
$14,164with aweighted-averagemainingcontractermof sixmonths Thefloatingratepaidonthevalueof theunderlying
securitiedor all total returnswaparrangementsutstandingasof March 31, 2020wasthree-montH.IBOR plus1.6%

In connectiowith thetotalreturnswaparrangement$,eggMasonexecuteduturescontractsvith notionalamountgotaling
$6,128asof March31,2020,to partially hedgethe gainsandlossegecognizen thetotal returnswaps. Thesecontracts
hadaweighted-averageemainingcontracttermof threemonths

Asfurtherdiscusseh Note20, thetotalreturnswaparrangementsreatevariableinterestsn theunderlyingfundsfor Legg

Mason,and,if significant,LeggMasonis deemedo betheprimarybeneficiary Accordingly LeggMasonmayconsolidate
ETF productswith significantopentotal returnswaparrangements.
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Thefollowing tablepresentshederivativeassetandrelatedoffsets,if any:

GrossAmounts Not Ofset
in the Balance Sheet

Net Amount
Gross of Derivative
Gross Amounts Assets Net Amount
Amounts of Offset in the Presented in as of
Recognized Balance the Balance  Financial Cash March 31,
Assets Sheet Sheet Instruments Collateral 2020
Derivative instruments not designated as hedging instruments
Currency forward
contracts $ 4,493 $ (1,709 $ 2,784 % g2 $ [PAZE 2,784
Futures contracts relating to:
Seed capital
investments [PAZ) 1¢Y2 [PAZ) 1,802 2,206 4,008
Total return swaps 1% [P AZ) 1¢% 130 158 288
Total futures contracts [PAZ} [PAZ) i¢Y2 1,932 2,364 4,296
Total derivative
instruments not
designated as
hedging instruments$ 4,493 $ (1,709 $ 2,784 $ 1932 $ 2364 $ 7,080
The following table presents the derivative liabilities and relatesa:ist if any:
GrossAmounts Not Ofset
in the Balance Sheet
Net Amount
Gross of Derivative
Gross Amounts Liabilities Net Amount
Amounts of Offset in the Presented in as of
Recognized Balance the Balance  Financial Cash March 31,
Liabilities Sheet Sheet Instruments Collateral 2020
Derivative instruments not designated as hedging instruments
Currency forward
contracts $ (11,482 $ 4,368 $ (7,14 $ [PAZE [PRZE (7,114)
Futures contracts relating to:
Seed capital
im,esm‘iems [PAZ] [PRZ] [PRZ] (3,203 7,326 4,123
Total return swaps [PAZS [PRZ] ¢ Y% (360 754 394
Total future contracts i¢Y2 1Y [PAZ: (3,563 8,080 4,517
Total return swaps [PAZS [PAZ] ¢ Y (3,195 4,125 930
Total derivative
instruments not
designated as
hedging instruments$ (11,482 $ 4,368 $ (7,114 $ (6,758 $ 12,205 $ (1,667
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Thefollowing tablepresentshederivativeassetandrelatedoffsets,if any:

GrossAmounts Not Ofset
in the Balance Sheet

Net Amount
Gross of Derivative
Gross Amounts Assets Net amount
Amounts of Offsetin Presented in as of
Recognized the Balance the Balance Financial Cash March 31,
Assets Sheet Sheet Instruments Collateral 2019

Derivative instruments not designated as hedging instruments
Currency forward
contracts $ 3997 $ (1,879 % 2,123 $ [PRZRS [PRZRS 2,123
Total return swaps (VA7) 12 [PAZ] 2,060 2,310 4,370
Total derivative
instruments not

designated as
hedging instruments $ 3,997 $ (1,879 $ 2,123 $ 2,060 $ 2310 $ 6,493

Thefollowing tablepresentghederivativeliabilities andrelatedoffsets,if any:

GrossAmounts Not Ofset
in the Balance Sheet

Net Amount
Gross of Derivative
Gross Amounts Liabilities Net amount
Amounts of Offsetin Presented in as of
Recognized the Balance the Balance Financial Cash March 31,
Liabilities Sheet Sheet Instruments Collateral 2019

Derivative instruments not designated as hedging instruments
Currency forward

contracts $ (7465 $ 2,094 $ (5,370 $ g2 $ [PAZE (5,37)
Futures contracts relating

to:

Seed capital investments [PAZ: [PAZ) [PRZS (1,799 7,640 5,842

Total return swaps [PRZ] [PRZ) [PAZ3 (410 1,104 694
Total futures contracts [PAZ: [PAZ) [PRZS (2,209 8,744 6,536

Total derivative instruments
not designated as
hedging instruments $ (7465 $ 2,094 3 (5,37) $ (2,208 $ 8,744 $ 1,165
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The following table presentgyains (losses)recognizedn the ConsolidatedStatement®f Income (Loss) on derivative
instruments. As describedabove,the currencyforward contractsand futures and forward contractsfor seedcapital
investmenténcludedbelowareeconomidhedge®f interestrateandmarketrisk of certainoperatingandinvestingactivities
of LeggMason.

Years Ended March 31,
2020 2019 2018

Income
Statement ) ) )
Classification Gains Losses Gains Losses Gains  Losses

Derivatives not designated as hedging instruments
Currency forward contracts relating to:
Operating activities Other expense $ 6,534 $(20,494 $ 8,881 $(17,270 $ 13,880% (6,779

, Other non-
Seed capital operating income
investments (expense) 8,232 (864 4,904 (930 494 (2,459
Futures contracts relating to:
. Other non-
Seed capital operating income
investments (expense) 23,298 (13,625 17,648 (18,419 222 (24,025
Other non-
Total return swaps operating income 2,208 (1,752 3,116 (5,619 90 (8,72)
Other non-
operating income
Total return swaps (expense) 1,259 (2,569 4,316 [PAZ) 2,247 (1,142
Total gain (loss) from derivatives not
designated as hedging instruments $ 41,531 $(39,309 $ 38,865 $(42,23) $ 16,933 $(43,12)
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18. Strategic Restructuring

In fiscal 2019, Legg Masoninitiated a strategicrestructuringto reducecosts,which includescorporateanddistribution
functions,aswell asefficiency initiativesat certainsmalleraffiliates thatoperateoutsideof revenue-sharingrrangements.
The strategicrestructuringis expectedo be substantiallycompleteby the end of fiscal 2021 and Legg Masondoesnot
expectthe Mergerto haveanimpacton the strategicrestructuring.

This planinvolvesrestructuringcostsbeginningJanuaryl, 2019,which areprimarily comprisecof employeegermination
benefitsandretentionincentivesexpenseaveridentifiedtransitionperiods. Therestructuringcostsalsoincludechages
for consolidatindeasedffice spaceandothercostsjncludingprofessionalees. LeggMasonexpectdo incurtotal strategic
restructuringostsn therangeof $100,00G0 $105,00GhroughMarch2021thatareexpectedo resultin futurecostsavings.
CumulativestrategiaestructuringcostsincurredthroughMarch 31, 2020were$80,386

Thetablebelowpresenta summaryof changesn the strategiaestructurindiability from Januaryl, 2019throughMarch
31,2020,andcumulativechagesincurredto date:

Compensation
and benefits  Occupancy Other Total

Balance as of January 1, 2019 $ [PAZR [PAZR [PAZ (PR
Accrued chages [PAZS 2,090 6,504 8,594
Balance as of March 31, 2019 (PR 2,090 6,504 8,594
Accrued chages 44,919 4,426 7,887 57,232
Payments (28,959 (622 (13,509 (43,083
Balance as of Mach 31, 2020 $ 15,964 $ 5894 % 885 $ 22,743
Non-cash chaes?

Three months ended March 31, 2019 $ [PAZRS 758 $ [PRZRS 758

Year ended March 31, 2020 12,325 1,477 IPAZ) 13,802
Total $ 12,325 $ 2,235 $ [PAZR 14,560
Cumulative charges incurred through March 31,

2020 $ 57,244 $ 8,751 $ 14,391 $ 80,386

(1) Includes stock-based compensation expense and accelerated fixed asset depreciation.

The estimates for the remaining strategic restructuring costs expected to be incurred through fiscal 2021 are as follows:

Minimum Maximum
Compensation and benefits $ 3,000 $ 4,000
Occupancy 7,000 9,000
Other costs 10,000 12,000
Total $ 20,000 $ 25,000

While managemengxpectghetotal estimatedcoststo bewithin therangedisclosedthe ultimatenatureandtiming of the
costsmaydiffer from thosepresentedbove.

19. BusinessSegmentinformation

Legg Masonis a globalassetmanagementompanythat providesinvestmenimanagemenandrelatedservicego a wide
array of clients. The Companyoperatesn onereportablebusinesssegmentGlobal AssetManagement.Global Asset
Managemenprovidesinvestmentadvisory servicesto institutional and individual clients and to company-sponsored
investmenfunds. The primary sourcef revenuen GlobalAssetManagemenéreinvestmentadvisory distributionand
administrativedees,which typically arecalculatedasa percentagef AUM andvary baseduponfactorssuchasthetypeof
underlyinginvestmenproductandthetypeof serviceghatareprovided. In addition,performancdéeesmaybeearnedinder
certaininvestmentadvisorycontractdor exceedingperformancédenchmarksSeeNote 13 for Total OperatingRevenues
disaggregatetly geographidocation.
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Thetablebelowreflectsourlong-lived assetdy geographicegionasof Marchi¢ ¥231:

INTANGIBLE ASSETS, NETAND GOODWILL 2020 2019 2018
United States $ 4,189,706 $ 4,216,962 $ 4,384,716
United Kingdom 592,143 592,971 744,552
Other International 421,607 460,380 600,746

Total $ 5,203,456 $ 5,270,313 $ 5,730,014

20. Variable Inter estEntities and ConsolidatedInvestment Vehicles

In accordancevith financialaccountingstandardsl.eggMasonconsolidatesertainsponsoredvestmenproductssome

of which aredesignatedsCIVs. As presentedn thetablebelow LeggMasonconcludedt wasthe primary beneficiary
of certainVIEs becausd heldsignificantfinancialinterestsn thefunds. In addition,LeggMasonhasenterednto various

total returnswaparrangementsith financialintermediariesith respecto certainLegg MasonsponsoredTFs. Under

thetermsof thetotalreturnswaps|.eggMasonabsorbsll of therelatedgainsandlossentheunderlyingETFinvestments
of thesdinancialintermediariesandthereforehasvariableinterestsn ETFswith opentotal returnswaparrangementand,

if significant,Legg Masonis deemedo be the primary beneficiaryof suchETFs. Becausét wasdeterminedo be the

primarybeneficiaryof theseVIEs, LeggMasonconsolidateénddesignatethefollowing fundsasCIVsin theConsolidated
BalanceSheetsaasof:

March 31,
2020 2019 2018
Legg Legg Legg
Number of Mason Number of Mason Number of Mason
Consolidated Investment Consolidated Investment Consolidated Investment
Funds in Funds® Funds in Fund$? Funds in Fund$?
Sponsored investment
partnerships 2 $ 1,690 2 $ 11,671 2 $ 16,670
Trust structure foreign
mutual funds 5 19,303 7 23,005 4 12,485
Employee trust structure
funds 1 5,188 2 6,215 2 7,328
ETF<? 2 2,216 3 2,821 2 7,371
Total 10 $ 28,397 14 $ 43,712 10 $ 43,854

(1) RepresentteggMason'smaximumrisk of loss,excludinguncollectedadvisoryfees.
(2) Underthetotalreturnswaparrangementd,eggMasonreceivegherelatednvestmengainsandlosseninvestmentsn two of LeggMason'sETFs
with notionalamountsotaling$14,164asof March31,2020. SeeNote 17 for additionalinformationregardingtotal returnswaps.

Theasset®f theseClVs areprimarily comprisef investmensecuritiesandasof March31,2020,theliabilities of these
Clvswereprimarily comprisedf payabledor purchasegecurities.Investorsaandcreditorsof theseClVs havenorecourse
to thegenerakreditor asset®f LeggMasonbeyondits investmenin thesefunds.
LeggMasonalsoconsolidatesertainVRE productwith seectapitalinvestmentsvherel eggMasonmaintainsacontrolling
financialinterestin theproduct. As of March31,2020,2019,and2018,LeggMasonconsolidatedour, five andeightVRE
productswith seedcapitalinvestmentgotaling$41,774 $24,924 and$31,959 respectively

SeeNote 1 for additionalinformationregardingVIEs, VRESs,andthe consolidatiorof investmenproducts.
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Thefollowing tablesreflecttheimpactof CIVs andotherconsolidatedponsorednvestmenproductsn the Consolidated
BalanceSheetandthe Consolidatedstatementsf Income(Loss):

Consolidating Balance Sheets

[PRZ) March 31, 2020 March 31, 2019
Balance Balance
Before Before
Consolidation ClVs Consolidation  ClIVs
of CIVs and and Reclassifications Consolidated of CIVs and and Reclassifications Consolidated

ieYs Other® Other® & Eliminations Totals OthefV Othet? & Eliminations Totals
Current

Assets $ 1,942,583 $131,869 $ (34,829 $ 2,039,624 $ 1,916,485 $144,091 $ (40,720 $ 2,019,856
Non-current

assets 5,945,353 22,313 (1,170 5,966,496 5,768,265 8,993 (2,992 5,774,266
TotalAssets $ 7,887,936 $154,182 $ (35,999 $ 8,006,120 $ 7,684,750 $153,084 $ (43,713 $ 7,794,122
Current

Liabilites $ 925,013 $ 1,044 $ i $ 926,057 $ 1,104,002 $ 5,742 $ Y2 $ 1,109,744
Non-current B

liabilities 2,543,968 [PAZ) ¢ Y2 2,543,968 2,302,463 [PXZ3 i 2,302,463
Total

Liabilities 3,468,981 1,044 1¢Y2 3,470,025 3,406,465 5,742 1eY2 3,412,207
Redeemable

Non-

controlling

interests 597,274 [PAZS 117,140 714,414 588,746 [PXZS 103,630 692,376
Total Stock-

holdersi¢ %2

Equity 3,821,681 153,138 (153,138 3,821,681 3,689,539 147,342 (147,342 3,689,539
Total

Liabilities

and Equity $ 7,887,936 $154,182 $ (35,999 $ 8,006,120 $ 7,684,750 $153,084 $ (43,713 $ 7,794,122

(1) OtherrepresentsonsolidategponsorednvestmenproductVREsthatarenotdesignate@sCIVs.
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ConsolidatingStatement®f Income (Loss)

[PAZ] Year Ended March 31, 2020
Balance
Before
Consolidation
of CIVs and ClIVs and Consolidated
icYs Other® Other® Eliminations Totals
Total Operating Revenues $ 2922527 $ [PAZR) (402 $ 2,922,125
Total Operating Expenses 2,415,473 1,498 (6) 2,416,965
Operating Income (Loss) 507,054 (1,498 (396 505,160
Total Non-Operating Income (Expense) (109,426 19,726 (4,929 (94,629
Income (Loss) Before Inconax Provision (Benefit) 397,628 18,228 (5,322 410,534
Income tax provision 106,048 [PRZ) [PRZ] 106,048
Net Income (Loss) 291,580 18,228 (5,322 304,486
Less:i¢ Y2i¢ Y2Net income (loss) attributable to noncontrolling interests 40,213 3,464 9,442 53,119
Net Income (LossAttributable to Legg Mason, Inc. $ 251,367 $ 14,764 $ (14,764 $ 251,367

(1) Other represents consolidated sponsored investment products (VRES) that are not designated as CIVs.

[PAZ) Year Ended March 31, 2019
Balance
Before
Consolidation
of CIVs and ClIVs and Consolidated
(PX2) Othef!) Othef! Eliminations Totals
Total Operating Revenues $ 2,903,858 $ [PAZR (599 $ 2,903,259
Total Operating Expenses 2,799,168 1,679 (690 2,800,157
Operating Income (Loss) 104,690 (1,679 91 103,102
Total Non-Operating Income (Expense) (76,979 (2,38) 4,745 (74,607
Income (Loss) Before Inconax Provision 27,719 (4,060 4,836 28,495
Income tax provision 20,561 [PRZ) [PAZ] 20,561
Net Income (Loss) 7,158 (4,060 4,836 7,934
Less:i¢Yei¢ %2Net income (loss) attributable to noncontrolling interests 35,666 (1,816 2,592 36,442
Net Income (LossAttributable to Legg Mason, Inc. $ (28,509 $ (2,249 $ 2,244 % (28,508

(1) Other represents consolidated sponsored investment products (VRES) that are not designated as CIVs.

[PRZ) Year Ended March 31, 2018
Balance
Before
Consolidation
of CIVs and ClVs and Consolidated
i Ve OthefV OthefV Eliminations Totals
Total Operating Revenues $ 3,140,900 $ it $ (5789 $ 3,140,322
Total Operating Expenses 2,816,022 927 (628 2,816,321
Operating Income (Loss) 324,878 927 50 324,001
Total Non-Operating Income (Expense) (97,699 10,046 (2,513 (90,169
Income (Loss) Before Incomiax Provision 227,184 9,119 (2,463 233,840
Income tax benefit (102,519 [PAZ] [PRZ) (102,519
Net Income (Loss) 329,694 9,119 (2,463 336,350
Less:i¢ Y2i¢Y2Net income (loss) attributable to noncontrolling interests 44,619 265 6,391 51,275
Net Income (LossAttributable to Legg Mason, Inc. $ 285,075 $ 8,854 $ (8,859 $ 285,075

(1) Other represents consolidated sponsored investment products (VRES) that are not designated as CIVs.

Non-Operatingncome(Expensepf CIVs andOtherincludesinterestincome,interestexpenseandnetgains(lossesn

investments.

The consolidatiorof CIVs hasnoimpacton Net Income(Loss)Attributableto LeggMason,i¢ %2Inc.
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As of March31,2020and2019,financialasset®f CIVs carriedat fair valuetotaling $93,648and$70,197 respectively
werevaluedusingLevel 1 inputs,$23,118 and $55,182 respectivelywerevaluedusing Level 2 inputs,and $2,029and
$12,547 respectivelywerevaluedusingNAV asapracticalexpedient.As of March 31,2019 financialliabilities of CIVs
carriedat fair valueof $4,217werevaluedusingLevel 2 inputs. Therewereno financial liabilities of CIVs asof March

31,2020.
Therewerenotransferdetween_eveli¢ ddLevel 2 assetor liabilities duringtheyearsendedviarch31,2020and2019
TheNAVs usedasa practicalexpedienby CIVs havebeenprovidedby theinvesteesandhavebeenderivedfrom thefair

valuesof the underlyinginvestmentsasof the respectivareportingdates. The following table summarizeshe natureof
theseinvestment@andany relatedliquidationrestrictionsor otherfactors,which mayimpactthe ultimatevaluerealized:

FairValue Determined Using NA As of March 31, 2020
Category of Unfunded Remaining
Investment Investment Strategy March 31, 2020 March 31, 2019 i¢Zommitments Term

Global macro, fixed
income, long/short
equity systematic,
emeging market, U.S.
Hedge funds and European hedge $ 2,029 @ 12,547 n/a n/a

n/a- notapplicable
(1) Redemptiorrestrictions: 11% monthlyredemption89%quarterlyredemption.

LeggMason'scarryingvalue and maximumrisk of lossfor VIEs in which Legg Masonholdsa variableinterest,but for
whichit wasnotthe primary beneficiary wereasfollows:

[PAZ} As of March 31, 2020 As of March 31, 2019

Equity Inter ests Equity Interests

on the on the
Consolidated Maximum Consolidated Maximum

Balance Sheet” Risk of Loss®® Balance Shedt Risk of Loss?
Real Estate Investmemtusts $ 2,922 $ 5,442 $ 10,812 $ 15,241
Other investment funds 33,365 52,230 25,155 45,897
Total $ 36,287 $ 57,672 $ 35,967 $ 61,138

(1) Amountsarerelatedto investmentsn proprietaryandotherfund products.
(2) Includesequityinvestmentshe Companyhasmadeor is requiredto makeandany earnedbut uncollectednanagemerfees.

The Company'dotal AUM of unconsolidated/IEs was $31,325,927and $29,025,764as of March 31, 2020and 2019,
respectively

Theasset®f theseVIEs areprimarily comprisedf cashandcashequivalentandinvestmensecuritiesandthe liabilities
areprimarily comprisef variousexpenseccruals.TheseVIEs werenotconsolidatedbecausé eggMasondoesnothave

boththe powerto directsignificanteconomicactivitiesof the entity andrights/obligationsassociatedvith benefits/losses
thatcouldbe significantto the entity.

21. Subsequent Event

OnApril 3, 2020,Legg Masonborrowed$250,000underthe CreditAgreementas a precautionarymeasureo provide
additionalliquidity for generakorporatgpurposesn the currentuncertainmarketenvironment.
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QUARTERLY FINANCIAL DATA

(Dollars in thousands, except per seamounts or unless otherwise noted)

(Unaudited)
Quarter Ended

Fiscal 2028 Mar.i¢¥%31 Dec.i¢¥31 Sept.i¢%230 June 30
Operating Revenues $ 719,587 $ 753914 $ 743,264 $ 705,360
Operating Expenses 553,333 623,920 618,287 621,425

Operating Income 166,254 129,994 124,977 83,935
Non-Operating Income (Expense) (65,289 (5,329 (19,699 (4,318
Income before Incom&ax Provision 100,965 124,667 105,285 79,617

Income tax provision 25,582 33,664 28,754 18,048

Net Income 75,383 91,003 76,531 61,569

Less: Net income attributable to noncontrolling interests 11,224 16,228 9,448 16,219
Net IncomeAttributable to Legg Mason, Inc. $ 64,159 $ 74775 $ 67,083 $ 45350
Net Income per shadstributable to Legg Mason,i¢Y2Inc. Shareholders:

Basic $ 071 $ 0.83 $ 075 $ 0.51

Diluted 0.70 0.83 0.74 0.51

Cash dividend declared per share 0.40 0.40 0.40 0.40
Assets Under Management (in millions):

End of period $ 730,816 $ 803,534 $ 781,796 $ 780,239

Average 782,444 791,704 779,848 765,918

(1) Dueto roundingof quarterlyresults totalamountdor fiscal yearmaydiffer immateriallyfrom the annualresults.

Quarter Ended

Fiscal 201%’ Mar.ic231 Dec.i¢¥%31 Sept.ic%30 June 30
Operating Revenues $ 692,605 $ 704,322 $ 758,427 $ 747,905
Operating Expenses, excluding Impairment of intangible assets 614,480 575,549 622,699 622,229
Impairment of intangible assets [PR7) 365,200 [P [P
Operating Income (Loss) 78,125 (236,427 135,728 125,676
Non-Operating Income (Expense) (2,843 (30,31% (24,811) (16,636
Income (Loss) before Inconi@x Provision (Benefit) 75,282 (266,744 110,917 109,040
Income tax provision (benefit) 20,396 (60,359 29,844 30,675
Net Income (Loss) 54,886 (206,390 81,073 78,365
Less: Net income attributable to noncontrolling interests 5,399 10,498 8,270 12,275
Net Income (LossAttributable to Legg Mason, Inc. $ 49,487 $ (216,889 $ 72,803 $ 66,090
Net Income (Loss) per shaitributable to Legg Mason,i¢¥2Inc. Shareholders:
Basic $ 056 $ (255 $ 082 $ 0.75
Diluted 0.56 (2.595 0.82 0.75
Cash dividend declared per share 0.34 0.34 0.34 0.34
Assets Under Management (in millions):
End of period $ 757,982 $ 727,213 $ 755,450 $ 744,564
Average 748,681 739,324 750,244 749,542

(1) Dueto roundingof quarterlyresults total amountdor fiscal yearmay differ immateriallyfrom theannualresults.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ONACCOUNTING AND FINANCIAL
DISCLOSURE.

None.
ITEM 9A. CONTROLS AND PROCEDURES.

As of March31, 2020,Legg Mason'snanagementncludingthe Chief ExecutiveOfficer andthe Chief Financial
Officer, evaluatedhe effectivenessf the designand operationof Legg Mason'sdisclosurecontrolsand proceduresin
evaluatinghedisclosurecontrolsandproceduresnanagememecognizedhatanycontrolsandproceduresho matterhow
well designedand operated,can provide only reasonableassuranceof achievingthe desiredcontrol objectives,and
managementecessarilyvasrequiredto applyits judgmentin evaluatingthe cost-benefirelationshipof possiblecontrols
andproceduresBasedon thatevaluation Legg Mason'smanagemenincludingits Chief ExecutiveOfficer andits Chief
FinancialOfficer, concludedhatLeggMason'disclosureontrolsandproceduresvereeffectiveonareasonablassurance
basis. Otherthandescribedelow therehavebeenno changesn Legg Mason'sinternalcontrol over financial reporting
thatoccurredduringthe quarterendedMarch 31, 2020thathavemateriallyaffected,or arereasonablyikely to materially
affect, LeggMason'snternalcontroloverfinancialreporting.

In February2020,Legg Masoncompletedts expansiorof an existinggeneraledgersystemto includeall of its
principalsubsidiarieso furtherimprovetheoverallsystenofinternalcontrolsoverfinancialreportingandultimatelyprovide
efficienciesfrom onecommongeneraledgersystem. The systemexpansiorwassignificantandcomplex,resultingin the
modificationof certaininternalcontrols.

Legg Mason's Report of Management on Internal Control Over Financial Reporting and
PricewaterhouseCoopersi¢¥2RePttof IndependenRegisteredPublic AccountingFirm, which containsits attestation
reporton LeggMason'snternalcontroloverfinancialreporting,areincludedin Itemi¢ &&his Reportandareincorporated
hereinby reference.

ITEM 9B. OTHER INFORMA TION.

None.
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PART IlI
ITEM 10. DIRECTORS,EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE.
DIRECT ORSAND EXECUTIVE OFFICERS

Informationconcerningour executiveofficersandmembersf our Boardof Directorsis setforth below There
arenofamily relationshipdetweeranyof ourdirectorsandexecutiveofficers. Exceptfor Trian,noneof theorganizations
identifiedbelowwith which anofficer haspreviouslybeenemployedor with which adirectoris employedpr associated
is aparent,subsidiaryor affiliate of LeggMason.

Executive Officers
JosephA. Sullivanig btographicainformationis setforth belowunderthe headingi¢ ¥2Directorsi¢,%2.

PeterH. Nachtwey age64, was electedChief Financial Officer and SeniorExecutiveVice Presidenbf Legg
Masonin Januan2011 whenhejoinedthefirm. FromJuly 2007throughDecembe2010,Mr. NachtweyservedasChief
FinancialOfficer of The Carlyle Group,analternativenvestmenmanagemerfirm, wherehehadresponsibilityfor all of
thefinancialanda numberof the operationafunctionsatthefirm. Priorto The Carlyle Group,Mr. Nachtweyspentmore
than 25 yearsat Deloitte & Touche,LLP, an accountingfirm, most recently as ManagingPartnerof the Investment
Managemenpractice.

TerenceJohnson age48, wasappointedHeadof Global Distributionin March2013andelectedExecutiveVice
Presidentn April 2013.SinceOctober2012,hehadbeenservingasinterim Headof GlobalDistribution,overseeindJ.S.
Distribution, InternationalDistribution, Global ProductDevelopmentMarketing,andAdministrationand Operationsof
thedivision. Priorto that,Mr. JohnsorheadednternationaDistributionat LeggMason.Mr. Johnsorjoined LeggMason
in Decembe2005from CitigroupAssetManagementollowing its acquisitionby LeggMason.

Patricia Lattin, age55, was appointedHeadof Global HumanResourcesn January2009 and Chief Human
Resource®fficer in June2017.Ms. Lattin overseed egg Mason'sHumanResourceslepartmentandleadsthe firm's
efforts in CorporateSocialResponsibilityand Philanthropy Ms Lattin joined Legg Masonin 1997 andhasservedin a
variety of positionsin Legg Mason'sHumanResourceslepartmentincluding Headof EmployeeRelations Director of
HumanResourcesdministrationwhich includedDirector of BenefitsandDirectorof Employment.

ThomasC. Merchant, age52,wasappointedseneralCounseln March2013andelectecExecutiveVice President
in April 2013.Mr. Merchantcontinuego serveasCorporateSecretarya positionhe hasheld since2008.Mr. Merchant
overseed egg Mason'slegal, complianceandrisk departmentsMr. Merchantpreviouslyservedas CorporateGeneral
CounselandDeputyGeneralCounselMr. Merchantoined LeggMasonasAssociateGeneralCounsein 1998.

Directors

RobertE. Angelica age73, hasbeena directorof Legg MasonsinceFebruary2007andis currentlyengagedn
privateinvestmengctivities.From1999throughDecembeP006,Mr. AngelicaservedastheChairmarandChiefExecutive
Officer of AT&T InvestmentManagemenCorporation(i¢, EAIMCOIi ¢ Yan assetmanagemergubsidiaryof AT&T Inc.

Mr. Angelicakgiaalificationdo serveonourBoardincludehisextensivdinancialindustryknowledgeandsubstantial
leadershigxperiencgainedvhile servingastheChairmarandChiefExecutiveOfficerof ATTIMCO, whichwasresponsible
for theinvestmentandadministrationrof morethan$80billion of employeebenefitplanassetfor AT&T Inc. andcertain
third parties.Mr. Angelicag étverseexperiencancludesthe developmenbf assetallocationpoliciesandstrategiesrisk
managemenselectionof externalinvestmentmanagerandtrusteesjn-houseasseimanagementegulatorycompliance
and accountingand financial reporting. He was awardedthe CharteredFinancialAnalyst designation. Our Board has
determinedhatMr. Angelicaqualifiesasani¢ Yzauthimmitteefinancialexpertig¥derthe rulesandregulationof the SEC.

Carol Anthony (i¢, Y2Johngbéson age64, hasbeena directorof LeggMasonsinceMay 2014,andis currently
engagedn privateinvestmeniactivities. From January2004to SeptembeP012,Mr. Davidsonservedasthe SeniorVice
PresidentControllerandChiefAccountingOfficer of Tycolnternationaltd. (i¢, ¥€bi¢, ¥x. Davidsorhasservechsadirector
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of TE ConnectivityLtd. sinceMarch2016andadirectorof AllerganPlc sinceMay 2018.Mr. Davidsonpreviouslyserved
asadirectorof Daita, Inc. from Decembe010to March2018andasadirectorof PentaifPlc from October2012to April
2018.From2013to 2018,Mr. Davidsonservedon the Boardof Governorsof the FinanciallndustryRegulatoryAuthority
(1¢ Y2FINRAdg#t)om 2011 to 2015,Mr. Davidsonservedasa memberof theBoardof Trusteef the FinancialAccounting
Foundationwhich overseeginancialaccountingandreportingstandardsettingprocessefor the United States.

Mr. Davidsonsgigalificationsto serveon our Boardincludehis morethan30yearsof leadershigxperiencecross
multiple industries,including his leadershigrolesat Tyco, six yearsat Dell Inc., wherehe held variousleadershigproles,
includingvice presidentaudit,risk andcomplianceandvice presidentcorporatecontrollerand16 yearsat EastmarKodak
Companyin avarietyof accountingandfinancialleadershigoles.In addition,Mr. Davidson a certified publicaccountant,
hasa strongtrackrecordof implementinggovernancandcontrolsprocesseOur BoardhasdeterminedhatMr. Davidson
gualifiesasani¢ Y2auctiimmitteefinancial expertigittderthe rulesandregulationsof the SEC.

Edward P. Garden age59, hasbeena directorof Legg MasonsinceMay 2019andhasbeenChief Investment
Officer anda FoundingPartnerof Trian FundManagementl_.P. (i¢, ¥8ni¢ “@)multi-billion dollar assetmanagemenfirm
specializingn helpingcompanies$o optimizeoperationaperformancesince2005. Mr. Gardercurrentlyservesasadirector
of GeneraElectricCompanyanindustrialcompanyandservedasadirectorof TheBankof NewYork Mellon Corporation
from Decembef014to June2019,wherehe chairedits HumanResourceandCompensatiolCommittee asa directorof
Family Dollar Stores|nc., adiscountretailer from SeptembeR011 until its acquisitionby Dollar Tree,Inc. in July 2015,
asadirectorof The Wendyg@ompany a restauranthain,from Decembei2004to Decembe2015,andasa directorof
Pentairplc, anindustrialmanufacturingcompanyfrom May 2016to April 2018.Previouslyhe servedasVice Chairman
andadirectorof Triarc Companiesinc. from DecembeR004throughJune2007andExecutiveVice Presidenfrom August
2003until DecembeR004 Priorto joining Triarc,Mr. Garderwasamanaginglirectorof CreditSuisserirstBostonwhere
heservedasaseniorinvestmenbankerandamanaginglirectoratBT Alex Brown,wherehewasco-headf Equity Capital
Markets.Mr. Gardengraduatedrom HarvardCollegewith aB.A. in Economics.

Mr. Gardensgiaalificationsto serveon our Board include his over 25 yearsof experienceadvising,financing,
operatingandinvestingin companiesMr. Garderhasworkedwith managemerntamsandboardf directorsto implement
growthinitiativesaswell asoperationalstrategiandcorporategovernancenprovementsMr. Garderhasstrongoperating
experiencea networkof relationshipswith institutionalinvestorsandinvestmenbanking/capitamarketsexperiencehat
canbe utilized for the benefitof LeggMason.

Michelle J. Goldberg ageb51, hasbeena directorof LeggMasonsinceNovember2017andhasbeena Partnerat
Ignition Partnersanearly stagetechnologyenturecapitalfirm, andaVenturePartnerat SoGalVenturesjnvestingin the
nextgeneratiorg §itéstyle andhealth,sinceMay 2000.Beforejoining Ignition, Ms. Goldbeg wasa consultanin financial
institutionsandtechnologyandaninvestmenbankerin middle marketmeigersandacquisitionsMs. Goldbeg joinedthe
boardof TaubmanCenters)nc. on May 29,2019.Ms. Goldbeg hasaB.A. in Asian Studiesfrom ColumbiaCollegeand
anM.A. in EastAsian Studiesfrom HarvardUniversity.

Ms. Goldbepigétialificationsto serveonourBoardincludeheradvisoryandinvestmenexperiencacrossnultiple
industriesjncludingeCommercanddigital media,nternetanalyticsandmobileandenterprisesoftwareandherexperience
asaconsultantn financialinstitutionsandtechnologyandaninvestmenbankelin middlemarketmergersandacquisitions.
In addition,Ms. Goldbeg hasservedon a numberof companyboardsjncludingthe boardof Plum CreekTimberuntil its
meigerwith Weyerhaeuseandmultiple portfolio companyboardsoverthe pasttwo decades.

StephenC. Hooley, age 57, wasthe Chairman,Presidentand Chief ExecutiveOfficer of DST SystemsJnc., a
providerof informationprocessingoftwareandservicego themutualfund,insuranceretirementindhealthcareindustries,
from July 2014throughApril 2018,Presidentand Chief ExecutiveOfficer from SeptembeR012to July 2014andserved
asthe PresidenandChief OperatingOfficer from July 2009throughSeptembe2012.Priorto joining DST Systemsinc.,
Mr. HooleyservedasPresidenandChief ExecutiveOfficer of BostonFinancialDataServices|nc.,ajoint venturebetween
DST Systemsinc. andStateStreetCorporatiorandheldavarietyof executiverolesat StateStreetCorporationMr. Hooley
beganrhis careerat TexasinstrumentsMr. Hooley currentlyservesasadirectorof Stericycle,Inc.,acompliancecompany
thatspecializesn collectinganddisposingregulatedsubstanceandprovidingservicedor recalledandexpiredgoods.and
servedasa directorof DST Systems]nc. from SeptembeR012throughApril 2018.He servedasa directorof Boston
FinancialDataServices)nc. from 2009through2013.
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Mr. Hooley¥ ghialificationsto serveon our Boardinclude his extensiveunderstandingf the financial services
industryandover25yearsof experiencén avarietyof leadershipolesatfinancialservicesompaniesindfirms thatprovide
adviceandservicedo thefinancial servicesndustry In addition,Mr. Hooley hasexperienceasa directorof both public
andprivatecompaniesncludingmembershipnboththeauditandcompensationsommittee®f apublicly-tradeccompany

JohnV. Murphy, age70,hasbeeradirectorof LeggMasonsinceJune2013andhasservedasour Leadindependent
DirectorsinceOctober2014.Mr. Murphy is currentlyengagedn privateinvestmengctivities.Mr. Murphy wasemployed
by Korn/Ferry International,an executivesearchfirm as a ManagingDirector for the Asset Managementand Wealth
Managemensectionof the Global FinancialMarket,from 2010to 2012.From 2000to 2009, Mr. Murphy wasemployed
in variousseniorpositionswith OppenheimerFundsc., an assetmanagementirm, including Chairman,Presidentand
Chief ExecutiveOfficer. He alsoservedasa directorof over 60 mutualfundsin the OppenheimerFundsomplex.Prior to
joining OppenheimerFundbge spenteightyearswith MassMutuaFinancialGroup,OppenheimerFundgig®#ntcompany
in avariety of seniorroles.Beforethat, he wasa foundingprincipal of Liberty Financial Companiednc., aninvestment
managemerfirm. He beganhis careerat Arthur Andersen Co.in 1972asanaccountant.

Mr. Murphyigétialificationsto serveonour Boardincludetheknowledge)eadershi@ndexperiencegainedn over
30yearsof experiencavorking in theinvestmentmanagemerftusines@ndasa Chairman PresidenandChief Executive
Officer of a large, complex assetmanagemenbrganization.In addition, he gainedextensiveindustry and leadership
experiencéy servingasChairmarandasamembepftheExecutiveCommitteeandtheBoardof Governor®fthelnvestment
Companyinstitute.

NelsonPeltz,age77, hasbeena directorof Legg MasonsinceMay 2019andpreviouslyservedasa directorof
LeggMasonfrom October2009until Decembe2014.Mr. Peltzhasservedasthe Chief ExecutiveOfficer anda Founding
Partnerof Trian, a multi-billion dollar assetmanagemenfirm specializingin helpingcompaniego optimize operational
performancesince2005. Mr. Peltzhasservedasdirectorof TheWendygGompany(i¢ @Mty Rigzt)e worldig third largest
quick-servicenambugercompanysinceApril 1993andasits non-executiveChairmarsinceJune2007.Mr. Peltzhasalso
servedasa directorof asa directorof SyscoCorporation(i¢, ¥2SyscdlgtgrgestNorth Americandistributorof food and
relatedproducts sinceAugust2015,The Procterand GambleCompany("P&G"), a global consumeiproductscompany
sinceMarch2018,andTheMadisonSquarésarderSportsCorp.(formerlyTheMadisonSquaresardenCompany)asports,
entertainmenandmediacompanysinceSeptembe015.Mr. Peltzpreviouslyservedntheboardof directorsof Mondelez
Internationallnc. (IMandelez; *aglobalsnackingcompanyrom Januan?2014to March2018 MSGNetworksInc. (i¢, Y2MSG
Networksi¢ #3portsmediacompanyfrom Decembel014to SeptembeR015and,Ingersoll-Randglc (i¢, ¥2Ingersoll-Randi¢ ¥2),
anlrish globaldiversifiedindustrialcompanyfrom August2012to June2014,H. J. Heinz Company(i¢, “2HeinzZigiohal
packagedood manufacturefrom Septembe2006until June2013.

In additionto foundingTrian, Mr. Peltzhasservedin seniormanagemenpositionsat variouscompaniesFrom
1993to 2007 heservedastheChairmarandChiefExecutiveOfficer of Triarc Companiesinc. (nowknownasTheWendyg Y2
Company)which, duringthatperiod,ownedArbyig RestauranGroup,Inc. andacquiredSnappleBeveragesroup,aswell
asotherconsumeandindustrialbusinessedr. PeltzwasalsoChairmang Chief ExecutiveOfficer of Trianglelndustries,
Inc.,aFortunel00industrialcompanyandtheparentof AmericanNationalCanCompanyfrom 1983until Decembe 988,
whenit wasacquirecby PechineyS.A. Mr. Peltzhasmorethan40yearsof businesandinvestmenexperiencehasserved
asthe chairmanandchief executiveofficer of publiccompaniegor over20 yearsandhasextensivepublic companyboard
experience--currentlgervingon the boardsof Sysco Wendyg, &G andMadisonSquareGardenandpreviouslyserving
ontheboardsof Mondelez Heinz,Ingersoll-RandMSG NetworksandLeggMason.

Throughouthis professionatareerhe hasdevelopedextensiveexperiencavorking with managemernteamsand
boards,aswell asin acquiring,investingin andbuilding companiesandimplementingoperationaimprovementsat the
companiesvith whichhehasbeerinvolved.Mr. Peltzwasalsorecognizedby theNationalAssociatiorof CorporateDirectors
in 2010,2011 and2012asamongthemostinfluential peoplein theglobalcorporategovernancarenaAs aresult,Mr. Peltz
hasdevelopedstrong operatingexperienceand strategicplanningskills, valuableleadershipand corporategovernance
experiencandstrongrelationshipsvith institutionalinvestorsjnvestmenbanking/capitamarketsadvisorsandothersthat
we believewill benefitLeggMasonandits Board.

Alison A. Quirk, age58, hasbeena directorof Legg MasonsinceNovember2017 andis currentlyengagedn
privateconsulting From SeptembeR002until March2017,Ms. Quirk wasa memberof the Managemen€Committeeand
executivevice presidenbf GlobalHumanResourceat StateStreetCorporationMs. Quirk joined StateStreetCorporation
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in SeptembeR002 as seniorvice presidentDeutscheGlobal ServicesintegrationTeam,and subsequenthheld various
seniorhumanresourcesoles.Ms. Quirk hasaB.A. from the University of New Hampshire.

Ms. Quirkiggualificationsto serveon our Board include her experiencein humanresourcesmarketingand
communicationgocusedrolesat variousfinancial servicedirms. In addition,her prior boardexperiencencludesserving
ontheboardof BostonFinancialDataServicesa joint venturebetweerStateStreetCorporationandDST Systems.

JosephA. Sullivan, age62,hasbeernadirectorof LeggMasonsinceFebruary2013andhasservedasour Chairman
sinceOctober2014.Mr. SullivanwaselectedPresidentChief ExecutiveOfficer anda memberof the Boardin February
2013.Before beingappointedas Presidentand Chief ExecutiveOfficer, Mr. Sullivan servedas Interim Chief Executive
Officer of LeggMasonfrom Octoberl, 2012to Februaryll,2013.Priorto that,Mr. Sullivanoversawtheglobaldistribution
operationf Legg Mason.He waselectedSeniorExecutiveVice Presidenbf Legg Masonin SeptembeP008anduntil
January 011 wasresponsibléor overseeingdministrativdunctionsasChiefAdministrativeOfficer. FromDecembeR005
to SeptembeR008, he wasresponsibleor overseeinghe fixed income capital marketsoperationsof Stifel Nicolaus,a
brokerdealer From1993to DecembeR005,heoversawthefixed incomecapitalmarketsoperation®f LeggMasonWood
Walker, the companysdirokerdealersubsidiarythatwassoldin DecembeR005.

Mr. Sullivang@galificationsto serveonour Boardincludeacombinatiorof hismanagemerskills andprofessional
experienceMr. Sullivanhasmorethan30yearsof industryexperienceincludingservingasChief ExecutiveOfficer, Head
of Global Distribution and Chief Administrative Officer of Legg Masonandseniorrolesat a numberof otherfirms. Mr.
Sullivanservedon the boardof directorsof Stifel FinancialCorp.from Decembe005to SeptembeP008.

CORPORATE GOVERANCE
Codeof Conduct

Upontherecommendatioonf the Nominating& CorporateGovernancé&€Committee our Boardof Directorshasadopted
a corporateCodeof Conductthatappliesto all directors,officersandemployee®f LeggMasonandits subsidiariesThe
Codeof Conductaddressethefollowing importanttopics,amongothers:

1¢,%onflicts of interest;

¢ ¥orporateopportunities;

¢, %onfidentialityof information;

¢ ¥air dealing;

¢ ‘grotectionandproperuseof Legg Masongaésets;

¢ ¥ompliancewith laws,rulesandregulationgincludinginsidertradinglaws);
¢ @ndencouraginghereportingof anyillegal or unethicalbehavior

A copy of the Codeof Conductis availableon our corporatewebsiteat wwwleggmason.comnderthei¢ %2About-
InvestorRelations-Governance-CorporaBovernanceiggétion We intendto satisfyanydisclosuraequirementegarding
anyamendmento, or waiverof, our Codeof Conductby postingtheinformationon our corporatenebsite.

Legg Masonmaintainsan employeereportinghotline whereemployeesananonymouslysubmita complaintor
concerrregardingcompliancevith applicabldaws,rules regulation®rtheCodeof Conductaswell asaccountingauditing,
ethicalor otherconcerns.

Audit Committee

TheAudit Committee$g¥sponsibilities include assisting the Board with the oversight of our financial accounting
and reporting to stockholders. Its duties include:

¢ %electingandcompensatinghe independentegisterecpublic accountingirm (i¢ ¥2Independ&inditorsi¢ ¥2);

¢ Broviding oversightof the work of the Independenfuditors andreviewingthe scopeandresultsof the audits
conductedy them;

¢ ¥nsuringthe regularrotation of the lead audit partnerand selecting,reviewing and evaluatingthe lead audit
partner;

149



Table of Contents

¢ ¥eviewingthe activitiesandperformancef our internalauditors;

¢ discussingvith Independentuditors,internalauditorsandmanagemenheorganizatiorandscopeof ourinternal
systemof accountingandfinancial controls;and

¢ ¥eviewinganddiscussingertainmattershatmay havea materialimpacton our financial statementsncluding
litigation andlegal mattersandcritical accountingpoliciesandestimates.

Our Boardof Directorshasdeterminedhat eachof Messrs Angelica, DavidsonandHuff qualifiesasani¢ “2audit
committeefinancial experti g&definedby the SEC.Our Board of Directorshasalsodeterminedhatall membersof our
Audit Committeearei¢ Y2independeastefitedin theNY SElisting standardandapplicableSECrules.TheAudit Committee
satisfiegherequirementsf SECRule10A-3undertheSecuritiesExchangéct of 1934,asamendedthei¢ Y2ExchaAgéi¢, v%).
Rule 10A-3 establishestandardselatingto auditcommitteesn thefollowing areastheindependencef auditcommittee
membersthe audit committeedgEsponsibilityto selectand overseehe companyidbtlependentuditor; proceduregor
handlingcomplaintsegardinghe companysgZcountingracticestheauthorityof theauditcommittegio engageadvisors;
andfundingfor theindependenauditorandany outsideadvisorsengagedy theauditcommittee.

Relationship of Compensationand Risk

We conductthe majority of our businesghroughour asseimanagersvhich areindividual businesses€achasset
managegenerallyfocusesonaportionof theassemanagemerindustryin termsof thetypesof assetsnanagedprimarily
alternativesequityorfixedincome) thetypesof productsandserviceoffered theinvestmenstylesutilized, thedistribution
channelaused,andthe typesand geographidocationsof its clients. Eachof our significantasseimanagerss generally
operatedisa separatentity thattypically marketdts productsandservicesunderits own brandname Certaindistribution
functionsare often providedby the parentcompanyand other affiliates. Consistenwith this approachwe haverevenue
sharingarrangementi® placewith four of ourassemanagersnd/orcertainof theirkey officers.Pursuanto theserevenue
sharingarrangementsispecifiedpercentagef theassetmanageigtévenuesyetof certainthird partydistributionexpenses,
is requiredto be distributedto the parentcompanyandthe balanceof the revenuegor net revenues)s retainedto pay
operatingexpensesncludingsalariemandbonusesyutexcludingcertainexpensesuchasamortizatiorof acquiredntangible
asset@andincometaxes.Specificcompensatiomllocationsaredeterminedy the assetnanageig thanagemensubjectto
corporatemanagemenapprovalin certaincasesOur assetmanagersand otherbusinesunits that do not operateunder
revenuesharingarrangementsitilize a variety of discretionaryor formulaic incentivecompensatiordeterminationsin
addition,themanagemerteamsof threeof our affiliates hold significantequityinterestdan theapplicablecompanywhich
helpsto aligntheinterestof themanagementf thosethreeaffiliates with theinterestof our stockholdersln addition,the
assetmanagemenindustryin which we operatetendsto be a long-termbusinessasinvestmenfperformancever multi-
yearperiodss acritical competitiveelemenof thebusinessAlso, asis typicalin theassemanagemertiusinessandunlike
otherfinancialservicescompaniesye arenot exposedo the short-termrisks arisingfrom proprietarytradingbecauseve
donotengagen proprietarytrading.

The executiveofficer compensatiorprogramis structuredin a mannerintendedto mitigate againstproviding
incentivedor inappropriateisk taking. Theexecutiveofficersigétariesarefixed in amountlncentivecompensatiors linked
to overallcorporateperformanceForfiscal year2020,a substantiaportionof compensatiois in theform of deferreccash
unitawardsdueto restrictionsundertheMergerAgreemenbnissuingequityawardsThedeferredcashunitawardswhich,
asfurtherdescribedelowafterthe SummaryCompensatiofiable,vestratablyoverafour yearperiod,areacceleratednd
paid uponcompletionof the Merger, aligningthe executivesigiérestawnith the interestsof Legg Masonggtockholdergo
completethe transactionTheseawardsdo not encouragexcessiveor inappropriateisk taking giventhatthe executives
havesignificantvaluetied to completingthe Mergerandincentiveto managd_egg Masongjasinessn compliancewith
covenantsn the MergerAgreementhatareintendedto limit risk prior to completionof the transaction.In prior years,a
substantiaportionof compensatiomwasin theform of long-termequityawardghatalignedexecutivesigfgrestsvith those
of LeggMasongsgteckholdersa substantiaportionof which remainoutstandingandunvestedThevalueof equityawards
issuedn prior yearslargelyis tiedto LeggMasongstbckprice. Theseawardsdo not encourag@xcessiver inappropriate
risk taking giventhatthe awardsaresubjectto long-termvestingscheduleso helpensurehatexecutiveshavesignificant
valuetiedto long-termstockpriceperformanceWe believeourincentiveawardprogramcoupledwith ourstockownership
guidelinesand anti-hedgingand pledgingpoliciesfor executiveshavecreatedmportantlinkagesbetweenthe financial
interestsof our executivesand the long-termperformanceof Legg Masonand help to protectagainstany incentiveto
disregardrisks in return for potential short-termgains. Moreover the CompensationCommittee considersseveral
performancenetricsin establishingheexecutivecompensatioprogrameachyear sonoonemetriccreatesinunduereward
thatmightencouragexcessiveisk taking.Financialmetricsareweighted60%,Strategi@andAffiliate Relationshipsnetrics
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are weighted30% and OrganizationalHealth metricsare weighted10%. The Committeeestablishes target executive
compensatiorincentive pool, but the aggregateamountis subjectto adjustmenin the discretionof the Compensation
Committeebasedon the financial and qualitative performancemetricsestablishedy the Committeefor usein making
executivecompensatiomlecisions.

To further ensurethe alignmentof compensationvith long-termperformancewe haveadopteda policy for the
clawbackof incentivecompensatioirom namedexecutiveofficersin theeventanamedexecutiveofficeriggetsor omissions
contributeto aneedor arestatemertf ourfinancialresultsorif anamedexecutiveofficeristerminatedor causeAdditional
information on our executive officer compensationpracticesis discussedbelow under i¢¥2Executi@@mpensation-
CompensatiomiscussiorandAnalysis.i¢, %

We haveconsideredheriskscreatedy ourcompensatiopoliciesandpracticesincludingmitigatingfactors,and,
basedbn this review do not believethatour compensatiomoliciesandpracticescreaterisks thatarereasonablyikely to
havea materialadverseeffect on the company This conclusionis supportedby the work of a committeeconsistingof
representativerom our finance,humanresourceslegal and enterpriserisk managemendepartmentswhich evaluates
whetherour compensatiopoliciesandpracticesarereasonablyikely to havea materialadverseeffect on LeggMason.

ITEM 11. EXECUTIVE COMPENSATION.
COMPENSATION DISCUSSIONAND ANALYSIS

Relationship betweenCompany Performance and Executive Compensation
Our performancessessmelfitameworkandexecutivecompensatioprogramaredesignedo link payandperformance.

Executive CompensationProgram Design
The only fixed componentof compensatioris basesalary which rangesfrom approximately6-27% of total direct
compensatiofior our namedexecutiveofficers.

Annualperformancealrivesthe paymenbof annualincentivecompensationyhichin prior yearswasdividedinto acurrent
cashpaymentanawardof restrictedstockunitsthatvestoverafour yearperiod,andanawardof performanceshareunits
thatvestat the end of a threeyearperiod.Long-termperformanceasreflectedin relative total stockholdermreturn plus
relativeorganicgrowthrate of long-termAUM drivesthe ultimate payoutof the performanceshareunitsissuedin prior
years.

Forfiscalyear2020 theMergerAgreemenprohibited_.eggMasonissuingequityawardgo employeesncludingexecutive
officers.Insteadexecutiveofficersreceivedhesameportionof theirincentiveawardghatwould havebeenpaidasequity
in theform of deferreccashunits,whichvestratablyoverfour years peginningApril 30,2021butareacceleratedndpaid
outin cashuponthe completionof the Merger, consistentvith the treatmenbf outstandingequity awards The termsof

the deferredcashunit awardsprovidethatthe Committeemay electto convertthe unitsinto equity awardsf the Merger
is notcompleted.

PerformanceAssessment

The Compensatioftommitteeof our Boardof Directors(thei¢ “2Committee$es)comprehensivprocesdo continually
assesperformancewhichincludesfrequentdialoguewith managemerdboutfinancialperformanceelativeto our goals
andrelativeto the performancef competitorsandassessments corporateandindividual executiveaccomplishments.

TheCommitteeijn consultatiorwith itsindependentompensationonsultantconsidersurpay-forperformancalignment
whenmakingexecutivecompensatiomecisionsThis considerationincludesreviewingthe relationshipof Legg Mason
performanceindexecutivepay levelsascomparedo thatof competitors.

For fiscal year2020, metricsweredivided into threecategoriesandweighted-financial performancg60%), strategy&

affiliate relationshipg30%) andorganizationahealth(10%). Performancevasevaluatedn eachcategoryat the endof
thefiscal yearandpaymentwvasdeterminedasedon a payoutscalefrom 0 150%of targetamounts.
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Engagementand Responsivenest Stockholders

Legg Mason regularly engageswith key stockholderson governanceand executive compensationissues.These
conversationgsare in addition to investor conferencesand outreachmanagedoy our Investor Relationsteamand our
engagemendith stockholdersafterwe file our proxy statementsin additionto outreachto our largestinvestorsduring
proxy seasonwe contactedeventeeimvestoramidwaythroughthefiscalyear whoheldapproximatelyp2%of ourshares
outstandindasmeasuedat Septembe30,2019) Of the17stockholdersontacted? respondednd5 accepte@ninvitation
for a call. We discussedoardcomposition hon-employeealirectorcompensatiomndthe Legg MasonBoard&fgsponse
to the shareholdeproposal,approvedoverwhelminglyat our 2019 annualmeeting,to remove supermajorityvoting
provisionsfrom LeggMasonggharterandbylaws.

Executive CompensationPractices

Belowwe highlightcertainexecutivecompensatiopracticesve employto alignexecutivecompensatiowith stockholder
interestsAlso listed below arecertaincompensatiomracticesve do not employbecauseave do not believethey would
serveour stockholderslgag-terminterests.

What We Do

Payfor Performance.Wetie annuajpayto objectiveabsoluteerformancenetrics:ourfiscalyear2020AdjustedOperating
Margin, Strategicrestructuringcostsavings Net RevenueAdjustedEBITDA andAdjustedEarningsper Share. We also

may considerrelativetotal stockholdereturn,relativeorganicgrowthrateof long-termAUM, relativeoperatingincome
growth andrelative netincomegrowth whenthe Committeebelievesadditionaldatapointswould be useful. We also

evaluatemetricsrelatedto strategicand affiliate relationshipsand organizationalhealth. A significant portion of our

executivespwitentialcompensatiorrangingfrom approximately? 3-94%dependingn the namedexecutiveofficer, is not

guaranteebutistiedtofinancialandstockholdeperformanceTheCommitteeanditsindependertompensationonsultant
evaluatethe alignmentof pay and performancerelative to our peergroup, prior to the Committeemaking executive
compensatiometerminations.

Linkage to StockholderPerformance.Linking executivecompensatioto stockholdeperformancésimportant.In prior

yearsyelativetotal stockholdereturnhasbeenconsideredn determiningannualincentiveawardsandperformancehare
unit vestingand payouts Relativeorganicgrowth rate of long-termAUM wasa secondmetric we usedfor determining
performanceshareunit vestingandpayouts Further restrictedstockunitsawardanadeannuallyin prior yearswerebased
onperformancerior to theaward with therealizedvalueof thoseawardgo theexecutivesiltimatelybasedn shareprice

performanceluringthevestingperiodaftertheawardwasmade.

Executive Stock Ownership Guidelines. Executivesareexpectedo own sharesof Legg Masoncommonstockwith a
valueequalto atleasttwo to eighttimesbasesalary dependingon position.

Equity Award Retention Policy. Executivesarerequiredto retain50%of the netaftertax shareseceivedrom all equity
awardsuntil they havereachedhe ownershiplevelssetoutin the stockownershipguidelines.

VestingPeriod on Equity Awards. Restrictedtockunitsandstockoptionsgrantedn prioryearsundertheannuaincentive
planhavefour-yearratablevestingperiods.

Clawback Policy. We canrecoverincentivecompensatiomawardedo anamedexecutiveofficer wherethe officerig ffaud
or willful misconducted to a materialrestatemendf financialresultsor if the executiveis terminatedor cause.

ReviewTally SheetsWereviewtally sheetsvhichprovideacomprehensiveiew of anexecutivespigtoricalcompensation
andequity holdingsfor eachof our executiveofficersprior to makingannualexecutivecompensatioecisions.

StockholderEngagementWe engagevith ourtop stockholdersutsideof proxy seasomo gaininsightsabouttheirviews
on helpful disclosuresand executivecompensatiomenerally and our practicesand outcomesspecifically andto share
informationthatwethink mightbeofinteresto stockholdersibouturcompensatioandgovernanceracticesandpolicies.

Prohibit Hedging or Pledging.We prohibit our executiveofficers or directorsandtheir relatedaccountfrom engaging
in pledgingortransactionghathavetheeffectof hedginghemarketvalueof LeggMasonsecuritiewithoutboardapproval.
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What We Doni¢, B0

No Repricings. Our stock incentive plans and NYSE Listing Standardsprohibit us from repricing options without
stockholdempproval.

No Income Tax Gross-upsWe do not provideincometax gross-upgor personabenefitsotherthanrelocationandother
broad-basetenefits.

No ExciseTax Gross-upsWe do not provideexcisetax gross-upgor changan controlbenefits.

No EstablishedProgram of Executive Perquisites. We haveno establishegrogramof perquisitego provide personal
benefitsto our executiveofficers.

Executive CompensationProgram Objectives

Overall

Our namedexecutiveofficer compensatioprogramsare designedo attract,incent,retainandrewardthe management
talentthatwe needto maintainandstrengtherour positionin the assemanagementusinessandto achieveour business
objectives.

Variable Pay

A significantportion- approximately7 3-94%dependingn the namedexecutiveofficer - of thetotal directcompensation
deliveredto our namedexecutiveofficersis variable,which directly tiestheir payto their individual performancendto
the performancef our company

Our CompensationPrinciples
Our compensatioprogramsfor namedexecutiveofficersareguidedby threebasicprinciples:

Link compensatiorto performance.Webelievethatcompensatiolevelsshouldreflectperformance-bottheperformance
of LeggMasonandthe performancef therecipient.

Align managementgjbterestswith thoseof stockholders.We seekto implementprogramshatwill encourageamed
executiveofficersto remainwith usandto increasdong-termstockholdewnalueby providingcompetitivecompensation.
Although preventedby the Merger Agreementhis year we alsograntediong-termequity incentiveawardsannuallyin
prior years.

Maintain competitive compensationlevels.We striveto offer programsandlevelsof compensatiothatarecompetitive
with thoseofferedby comparablecompaniesn our industryin orderto attract,retainandrewardour namedexecutive
officers, butalwaysframedin the contextof performance

Pay For Performance

Linking compensatiorio performanceis a fundamentalvalue underlying our namedexecutiveofficer compensation
practicesThe annualincentives(including the deferredcashawardsgrantedfor fiscal 2020)paid to eachof our named
executiveofficers vary with performanceincluding our annualfinancial results.In addition,in prior years,a portion of
thoseequity awardswaspaidin the form of performanceshareunits. The performanceshareunitsissuedin 2017vest,
andthe numberof sharepayableat vestingis determinedbasedon Legg Masongj@ativetotal stockholdereturnover
the three-yeaperiod after the awardswere made. The performanceshareunits issuedin 2018and 2019 vest,andthe
numberof sharegpayableat vestingis determinedpasedon Legg Masongy#lativetotal stockholdereturnandrelative
organicgrowthrateof long-termAUM overthethree-yeaperiodafterthe awardsveremade.

For fiscal 2020,the Committeeadopteda new framewaorkfor evaluatingperformanceby dividing metricsamongthree
categorieandweightingthe categoriesasfollows: financialperformancd60%), strategy& affiliate relationshipg30%)
andorganizationahealth(10%). Individual performanceargetswereestablishedor the executiveofficers.Performance
wasevaluatedn eachcategoryof metricsat the endof thefiscal yearpaymentwasdeterminedasedon a payoutscale
betweerD 150%.
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Thetotalfiscalyear2020compensatiopaidto our ChiefExecutiveOfficer reflectsourfinancialresultswhile recognizing
the CEOR performanceagainstthe other two categoriesof metrics, after applying the weightedmetrics and payout
frameworkdescribedibove. The Committee$giécisionrmakingalsoreflectsthecomparisorio thecompensatioamounts
paidby andfinancialresultsof peercompaniesn theassetmanagemerihdustry Thefiscal year2020compensatiopaid

to our CEOwasdown 2% ascomparedo fiscal year2019compensationThe Committeecomparedhefiscal year2020
total compensatioKsalaryplusincentiveaward)paidto our CEOto thetotal compensatiopaidto chiefexecutiveofficers
or headsof assetmanagemenbusinessest the eight assetmanagementompetitorswhich had publicly reported
compensatiomlataby thetime the Committeemadeexecutivecompensationleterminationst the endof ourfiscal year

out of the groupof twelve otherpeersthe Committeeusedfor CEO compensatiowomparisonsandalsoreviewedthe
three-yeatotal compensatiomistory of thetwelve-membepeergroupasawhole.

The Committee,in consultationwith its independentompensatiorronsultantSemlerBrossyConsultingGroup, LLC,
considersherelationshindalignmenbetweerexecutiveeompensatiofor ournamedexecutivefficersandourcorporate
performancen reachingexecutivecompensatiomecisionsThis assessmeritivolves consideratiorof the alignmentof
Legg Masongproposedexecutivecompensationvith its corporateperformanceascomparedo thatof competitorasset
managemertompaniedn addition, SemleBrossyconductgayfor performanceanalysesattherequesbftheCommittee,
thatareusedasoneinputfor executivecompensatiomdlecisions.

Determining Executive Compensation

The CompensationCommitteeig ¥imeline
TheCompensatio€ommitteep¥bcesincludesarevieweveryquarterf corporateandpeersgrformanceln thecourse
of severalmeetingsduring fiscal year2020,the Committeereviewedanddiscussedn updatedprocesdor determining
executivecompensatiorand,in the third quarterof fiscal 2020,approvedan annualprocesseaturingindividual targets
andweightedmetrics,assummarizedelow

QL
¢ Yestablishpeergroup
¢ YEstablishincentivetargetby executivebasedon peer(market)median,or appropriatenarketpoint
¢ YEstablishpay mix andequity vehicles
¢ YEstablishperformancenetricsunderthreecategorieandweightings:
FinancialPerformancg60%) Strategic& Affiliate Relationship$30%) OrganizationaHealth(10%)

Q1,Q2andQa3:
¢ YRuarterlyreviewof corporateperformance

Q4.
¢ YAssesperformanceagainsimetricsanddetermineexecutivetotal incentiveawardsrangingfrom 0 150%o0f tamets.
¢ YPevelopedalternativeto equity awardsn light of therestrictionsin the MergerAgreemenbnissuingequity awards.

The Committeeusesa compensatioprogramto determineactualnamedexecutiveofficer compensatiommountslUnder
thatprogramatargetbonugpoolandparticipantstaigetsareestablishedalongwith performancenetricsandthequalitative
strategiametricsthatthe Committeewill usein connectiorwith makingcompensatiowdecisionsatthe endof theyeatr In
establishinghe targetbonuspool, the Committeetypically startswith peermedianpay for eachexecutiveposition,and
thenadjustghataggregatemountasednotherfactorssuchasprioryearcompensatioandSemleBrossy&g¥pectations
for industrycompensatioshangeskorfiscalyear2020,the procesdor determiningcompensatioin fiscal 2020included
an assignmenof individual targets,an assessmerdf weightedmetricsand a determinatiorof payoutsbaseduponthe
assessmendf performanceagainstthe weighted metrics. The Committee finalized determinationsof executive
compensatioffior fiscal yearend2020in thefirst quarterof thefollowing fiscal yeat

Factorsin The CompensationCommitteeig Becision-Making Process

The CompensatiolCommittee$glécisionmaking processnvolvesa rigorousassessmertf the factorsdescribecelow
which areconsideredogetherto resultin fully informeddecisionsaboutour executivestgvhpensation.
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The CompensatiorCommitteeconsidersweighted performancemetrics and individual performanceof the executive
officers,assesseagadustrysurveydataandmedianpeergroupdatafor executivepay, reviewprior yearsigéentiveawards,
reviewsour CEO&fgcommendationandindependentonsultantdviceandseeksandconsiderstockholdefeedbackif
any

TheCompensatio€ommitteeusesarigorousperformanceassessmeifitameworkto settheoveralltargetbonuspooland
determinendividualbonusesTheCommitteausesaperformancassessmeimtameworkalongwith comparisorito median
peergrouppay asthe basisfor pay decisiondor LeggMasonexecutivesThe Committeeusesmarketdataandweighted
performancenetricsto establisttargetpoolsfor incentiveawardsandappliests judgmento makecompensatiodecisions
for thenamedexecutiveofficersafterconductinganin-depthreviewof performanceevaluatingpeergrouppayandprior
yearsigétualtotal directcompensatioandassessingualitativemetricsrelatingto strategicoperatingpriorities,ratherthan
relying solely on formulaic resultsto calculateannualincentive award payouts.The Committeeevaluateshe CEO¥& Y2
recommendationfor otherexecutiveofficersigpiy, taking into accountpeergroup dataandthe CEO¥ g Wews on actual
performanceagainstthe companyégtan aswell as his views on individual performanceThe Committeebelievesthis
processs aneffectivewayto assesthequality of theperformancandleadershiglemonstrately the CEOandthesenior
managemerteam.

TheCompensatio@ommitteereviewsaperformancassessmestcorecardletailingactualresultsversusplanfor metrics
thatarelinked to our strategy The setof metricsincludesmetricsthat reflectthe actionsof our managementeamand
employeessuchasnetrevenuesThe Committeealsodefinesstrategicgoalsfor the StrategicandAffiliate Relationships
andOrganizationaHealthmetricscategorieslinked to our operatingpriorities, at the beginningof theyear andassesses
outcomesagainsthosegoalswhenmakingendof yearcompensatiomlecisionsThe Committeebelievesthatevaluating
performancegainsiaweightedcombinationof financialandstrategianetricsmosteffectively drivesthebehaviorfor the
long term resultsthat we want our executiveteamto strive for and produce,aswell astightly links pay outcomesto
performance.

Elementsof Compensation
In fiscal 2020,the component®f executivecompensatiomeflectedthe pendingMerger.

BaseSalary
Basesalaryis the smallestcomponenbf executivecompensatior§6% of our CEO¥ pay), andis intendedto providea

stable reliablemonthlyincome. Basesalariesarereviewedperiodicallyin light of performancdactors,marketpractices
andadviceof the Committee$iftlependentonsultant.

AnnuallncentiveCompensation

Annualincentiveawardsareto be paid 70%in equityand30%in cashfor our CEO,and55%in equityand45%in cash
for theothernamedexecutiveofficers. In fiscal 2020,no equity awardsweregrantedpursuanto thetermsof the Merger
Agreementinsteadof equity awards pur executiveofficersreceiveddeferredcashunit awardsdescribeelow

Cash

Thecashincentiveawardg28%of ourCEOgpay)areintendedo rewardtheachievemendf annuafinancialandqualitative
performancegoals and individual performance. Cashincentive amountsare variable and are determinedbasedon
performanceagainsthe key metricsassesselly the Committeeasdescribeelow Cashincentivedink compensation
to performancesinceawardamountsaredeterminedht fiscal yearendbasecdn yearendresults.

Deferred CashUnits

Thedeferredcashunit awards(66% of our CEO& pay) areintendedto mirror the termsof restrictedstockunitsawarded
by the Committeein prior years,andvestratablyoverafour yearperiodbutwill accelerat@ndbepaidoutin cashatthe
time of completionof the Merger. Theamountof deferredcashunit awardsalsoarevariableandaredeterminedased
on performanceagainstthe key metricsassesselly the Committee asdescribedbelow Thetermsof the deferredcash
unit awardsprovidethatthe Committeemay electto convertthe unitsinto equity awardsif the Mergeris not completed.
The Committeebelievesthatthe deferredcashunits havea value comparablédo the equity awardsthat otherwisewould
havebeenissuedf notfor therestrictionsunderthe MergerAgreement.
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OtherCompensation

U.S.-basethamedexecutiveofficersmay participatein all otherLeggMasoncompensatiomandbenefitprogramson the
sametermsasotheremployeessuchashealthandwelfarebenefitplansandthe Profit Sharingand401(k) Plan. Through
February2020,U.S.-basedhamedexecutiveofficers were eligible to participatein the EmployeeStock PurchasePlan.
Thatplanwasterminatedafterthe MergerAgreemenivasexecuted.U.S.-basechamedexecutiveofficersalsomayelect
to participatein non-qualifieddeferredcompensatiomplansavailableto selectemployeesasedon responsibilitiesand
compensatiotevels.

AssessingCompetitive Practice

SemleBrossyassiststheCommitteeby reviewingcomparativenarketdataoncompensatiopracticesandprogramsased
onananalysisof competitorsBecaus®urMarch31fiscalyearenddateis laterthanthatof manycompetitorsyetypically
areableto review up-to-datenformationaboutmarketpracticesandcompensatiomwardsfor the previouslycompleted
calendayear TheCommitteeandSemleBrossyuseagroupofrelevancompetitoréo compareurcompensatioprograms
andpracticewith thoseof ourcompetitorandthecompensatiotevelsof ournamedexecutiveofficerstothecompensation
levelsof comparablefficers of companiesn the group.For our CEO,the CommitteeandSemlerBrossyusea groupof
nine public companypeers,andthe assetmanagemenbusinessesvithin threeother public companiesasthe primary
comparisonsThecompaniesn thegroupare:

Affiliated ManagersGroup
AllianceBernstein
Bankof New York Mellon*
BlackRock

EatonVance
Federatednvestors
FranklinResources
JanusHenderson

Invesco

MorganStanley*
StateStreetCorp*

T. RowePrice

* Forthis companythe compensatioof the headof the assemanagemenbusinesstatherthanthe CEO of the
companywasusedfor comparison.

ManagemenalsoretainsMcLaganPartnersacompensatiospecialisaffiliate of Aon Hewitt thatfocusenthefinancial

servicesndustry to providecompensatioinformationaboutotherassetmanagememtompetitorancluding competitors
thatarenotpublicly traded or aresubsidiarie®f largerinstitutions,thatgenerallydo not makecompensatiomformation

abouttheir executiveofficers publicly available. The Committeeusesthe analysisfrom McLaganto compareproposed
executivecompensatiotevelsfor thenamedexecutiveofficersotherthanthe CEOwith thecompensatiopaidby agroup

of competitorsPeercompensatiotevelsandperformancearealsoreviewedwhenboth establishinghe tamgetincentive
pool and allocating incentive awardsto individuals. The Committeereviews a group of competitorswhich includes
companieghatare not publicly tradedbecausensufiicient datais availablefrom public companypeersfor our named
executiveofficer positionsotherthanthe CEO. The additionalcompetitorfirms in the McLagananalysisare:

Allianz GlobalInvestors
AmeripriselnvestmentVianagement
BrightSphere

DWS

Fidelity Investments
GoldmanSachsAssetManagement
JPMoganAssetManagement
MFS InvestmentManagement
MorganStanleylnv. Management
Natixis GlobalAssetManagement
Nuveenlnvestments

PIMCO
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Fiscal Year 2020CompensationDecisions

StockholderAdvisory Vote and EngagementFeedbackSupport CompensationDecisions

TheCommitteamadeits fiscalyear2020compensatiodecisionsnindful of theresultsof theadvisoryoteof LeggMason
stockholderatthe2019AnnualMeetingof Stockholdersindicatingover95%of sharevotedapprovingnamedexecutive
officer compensationand of the supportgenerallyexpressedy our stockholdersfor our compensatiorpracticesin
stockholdeoutreachconversationsverthelastseverafiscal years.

Linking Metrics to Strategy and Operating Priorities
TheCompensatio€ommitteesgigrformancenetricsfor fiscalyear2020alignwith strategiqgoalsanddrive management
focusin thefollowing areas:

¢ YoFinancialresultstargetedin our multi-yearplan

¢ YaStrategidnitiativesto diversify our businesandexpandnvestorchoice

PendingMerger Transaction Drove Form of Incentive Compensation

The Committeemadeits fiscal year 2020 compensatiomecisionsunderthe frameworkof termsagreedbetweenlegg

MasonandFranklinin the MergerAgreementln particular no equity awardswereissuedfor fiscal year2020incentives
duetotheprohibitionin theMergerAgreemenbnequityissuancependingcompletionof theproposedneigertransaction;
howeverthe Committeemay electto convertthe deferredcashunitsthatwereawardednto equity awardsf the Merger

is notcompleted.

Determination of Fiscal Year 2020BaseSalaries
At the beginningof fiscal year2020whenthe Committeedeterminedsalaries the Committeedid not changethe base
salariesof any of thenamedexecutiveofficers.

Determination of Fiscal Year 2020BonusPool

Forfiscalyear2020,the Committeeapprovedargetincentivesfor thefive of eightexecutiveofficerswho wereexpected
toremainwith thecompanyafterJanuaryl,2020.Beginningn thefirst quarteiof fiscalyear2020 theCommitteeconsidered
theperformancenetricsandstrategiqqualitativemetricsto beusedin connectiorwith makingcompensatiodecisiondor
fiscalyear2020.The Committeeconsideredvhethertheexistingmetricsadequatelyinkedto corporatestrategyanddrove
appropriateincentivesand whetherany other metricswould be appropriateto add. In prior years,the Committeehas
determinedhatmeasureshouldbe addedonly if theyprovidenewinformationandcanbeinfluencedby LeggMasong;, %2
executiveofficers. Theyalsoconsideredhe perspectivef stockholdersn assessingompanyperformance.
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In the courseof severalmeetingsduringfiscal year2020,the Committeereviewedanddiscusse@n updatedprocesdor
determiningexecutivecompensatiorand, in the third quarterof fiscal 2020, after discussionwith the full Board, the
Committeeadopteda newframeworkfor evaluatingperformanceto strengtherhelinkagebetweermpayandperformance
andto enhanceéndividual accountabilityfor performance.The changesn the frameworkfrom fiscal 2019to fiscal 2020
aresummarizedelow:

Plan Element FY2019 Plan Proposed FY2020 Plan
Incentive N/A Targets set for each individual
Targets

Established in Q1 based on peer (market) median, or
appropriate market point.

Performance Quantitative and qualitative Metrics divided into three categories and weighted -
Metrics metrics considered when financial performance (60%), strategy ilidite
determining awards by executivegelationships (30%) and ganizational health (10%).
Performance evaluated in each category at the end of Q4

(0-150%).
Incentive Mix CEO: 40% Cash and 60% Equity Increased equity*
NEOs: 50% Cash and 50% EquityCEO: 30% Cash and 70% Equity
NEOs: 45% Cash and 55% Equity

* No equity ultimately was issued for fiscal 2020 due to
proposed Mager

Equity Mix CEO:50%PSUsand50%RSUs  Increased poportion of PSUs for CEO*
NEOs:50%PSUsand50%RSUs CEO: 70% PSUs and 30% RSUs

PSUawardsncluderelativeranking NEOs: 50% PSUs and 50% RSUs

Egﬁgﬁe?%%r%ﬂamc@owthRateof PSU plan redesigned to includdjusted Operating

Margin vs. goal and Relative @ainic Growth Rate of
Long-termAUM with RelativeTSR as a modifier

*No equity ultimately was issued for fiscal 2020 due to
proposed Mager

The Committeedeterminedthat the financial metrics below are the most meaningfuldrivers of behaviorthat creates
stockholdewalue,with absolutemetricsevaluatedagainsta multi yearplanapprovedy the Board:

i¢ 2AdjustedOperatingMargin®

i¢ VoStrategiarestructuringcostsaving&’
1¢,¥2NetRevenue

i¢ oAdjustedEBITDA®

i¢ 2AdjustedEarningsper Sharé&”

TheCommitteeselectedhefollowing asasecondier of relativemetricswhichmaybeconsidere@dsadditionaldatapoints
duringthefourth quarterof thefiscal yearif the Committeedeemaecessary:

i¢ VsRelativeTotal StockholdeReturrt®

i¢ YoRelativeOrganicGrowth Rateof Long TermAUM ©
¢ ¥2RelativeOperatingincomeGrowth

¢ ¥2RelativeNet IncomeGrowth

@ AdjustedOperatingMargin refersto dividing (i) operatingincome,adjustedo excludetheimpacton compensation
expenseof gainsor losseson investmentgnadeto fund deferredcompensatiomplans,the impacton compensation
expensefgainsorlosse®nseedtapitalinvestmentby ouraffiliatesunderevenueharingarrangementsmortization
relatedto intangibleassetsincome(loss)of CIVs, the impactof fair valueadjustment®f contingentconsideration
liabilities, if any, unusualndothernon-corechagesandimpairmentchagesby (i) our operatingevenuesadjusted
to addbacknetinvestmentadvisoryfeeseliminateduponconsolidatiorof investmentvehicles lessdistributionand
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servicingexpensesvhich we useasanapproximateneasuref revenueghatarepassedhroughto third parties,and
lesgperformancéeeghatarepassethroughascompensatioexpensernetincome(loss)attributabléononcontrolling
interest AdjustedOperatingMargin is anon-GAAPliquidity measurePleasaeferto page59 of this AnnualReport
on Form10-K for areconciliationof AdjustedOperatingMargin to operatingrevenues.

We definei¢ Y2Stratagistructuringostsavingsiadsavingson compensatiorpccupancyandothercostsresultingfrom
our strategicaestructuring.

We definei¢ “2AdjusteBITDAI & cashprovidedby (usedin) operatingactivitiesplus (minus)interestexpensenet
of accretiorandamortizationof debtdiscountsandpremiumsgcurrentincometax expensébenefit) thenetchangen
assetsand liabilities, net (income)loss attributableto noncontrollinginterests,net gains (losses)on consolidated
investmentvehicles,netgainsandearningson investmentsandother which is principally comprisedof acquisition
andtransition-relatedostsThenetchangen assetandliabilities adjustmenalignswith theGAAP basisConsolidated
Statementsf CashFlows.AdjustedEBITDA is notreducedy equity-basedompensatioexpenseAdjustedEBITDA
is anon-GAAPIiquidity measurePleasaeferto page60 of thisAnnualReporton Form 10-K for areconciliationof
AdjustedEBITDA to cashprovidedby operatingactivities.

In calculatingAdjusted EPS, we adjust Net Income (Loss) per Diluted ShareAttributable to Legg Mason, Inc.
Shareholdersleterminedunder GAAP for the per shareimpact of eachadjustment(net of taxes)includedin the
calculationof AdjustedNet Income.Pleaseaeferto page57 of thisAnnualReporton Form 10-K for areconciliation
of AdjustedEPSto Net Income(Loss)per Diluted ShareAttributableto LeggMason,Inc. Shareholders.

For relativetotal stockholdereturn,the stockprice changeplusdividendspaid on Legg Masoncommonstockover
thefiscal yeararecomparedo datafor a groupthatincludeseight otherassemanagementompaniesonsistingof
Franklin Resourcesinc., EatonVanceCorp, T. RowePrice Group, Inc., AllianceBernsteirHolding LP, BlackRock,
Inc., Affiliated ManagersGroup,Inc., InvescoLtd. andFederatednvestorsinc.

Relativeorganicgrowthrateof long-termAUM is definedastrailing twelve monthlong-termassenetflows divided
by beginninglong-termassetaindermanagement.

The Committeddentifiedthequalitativefactorsrelatedto LeggMasongsitategicoperatingprioritiesfor fiscal year2020.
Thesequalitativefactorsfurther supportLegg Masongstrategyof providing global investorswith a diversified set of
choicesof investmentstrategies products,vehiclesand distribution channelswhile operatingwith a high level of
effectivenesandefficiency:

StrategicandAffiliate Relationships
¢, YPistribution Effectiveness
i¢¥ereate& SupportDifferentiatecandExcellentClient Experience
¢, Yeuel Growth
¢ YereateAlignmentAcrossthe Organization

OrganizationaHealth
¢ YPrive for Diversity & Inclusionasa CorePriority
¢ YPevelopTalent
¢ Yeortify Risk Management
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After theendof fiscal year2020,the Committeeapprovedhefinal incentiveawardsfor the namedexecutiveofficers. In
makingits determinationsthe Committeeconsiderecdtachof thefinancialperformancenetricsidentifiedbelow This set
of metricsincludesmeasureshatreflectthe actionsof our managemerteamandemployeesaswell asmeasureshatare
influencedby factorsoutsidethe managementeamg &éntrol but heavily correlatedto the returnsexperiencedy our

stockholdersFinancialmetricsareweighted60%.

FY2020 FY2020

Metric * Target Actual Variation
+7
Net revenue 2,461 million 2,468 million thousand
Adjusted Earnings per share 3.71 3.76 +0.05
+1

Strategic restructuring cost savings 67 million 68 million million
+41

Adjusted EBITDA 604 million 645 million million
Adjusted Operating Main 24. % 24.8% +0.1%

*  AdjustedEarningsper Share AdjustedEBITDA andAdjustedOperatingMargin arenon-GAAPfinancial measures.
Pleaseseepage$6to 61 for areconciliationof eachof thesemeasureso therespectivanostnearlycomparablé&sAAP

measure.

The Committeedid not considetthe secondier relativemetricsfor fiscal year2020incentivedecisionsdueto theimpact

of the proposedviergeron Legg Masonggtockpriceandtheimpactof COVID-19 onrelativeperformance.
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The Committeealsoevaluatedhefollowing strategiaqualitativefactors,with StrategicandAffiliate Relationshipmetrics
weighted30%, andOrganizationaHealthmetricsweighted10%:

Strategic andAffiliate
Relationships Priority

Strategic Focus forFY20 and Highlights of Key Outcomes

Distribution
Effectiveness

Create & Support
Differentiated and
Excellent Client
Experience

Fuel Growth

CreateAlignmentAcross
the Oganization

Focus:

Assess and redesign of the Legg Mason Global Distributigendization

Key Outcomes:

Nearly $50 million of cost saves

Revamped @yanizational and management structure to better align value c

Focus:

Maintain highest level of client engagement and retention

Expand development and distribution of tailored digital solutions
Increase commercially relevant products

Key Outcomes:

Positive net flows through February

Launched 13 new strategies in vehicles including funds, ETFs &id SMAs

Focus:
Ensure acquisitions and investments result in commercial opportunities
Maintain leading edge advantage with investments made

Identify funding sources for products approved by the Capital Committee
process

Key outcomes:
Actively supported commercialization of strategic investment partner Preci

Achieved key client wins with strategic investment partners Embark, Quan
and Financial Guard

Acquired IFSInvest ilustralia, providing access to a new and growing cha

Focus:

Better understand the key cultural drivers across th&nization that both crea|
alignment and prevent alignment

Evaluate the utilization of incentives to support alignment

Identify common technology solutions to acceleratieiehcies and
transparency across the company

Key outcomes:
Integration of RARE into ClearBridge proceeding on pace
Common financial platform implemented for all investmeifitiaties

hain

Hian
ifieed

nel

[e

Completed operational analysis of corporate and distribution functions
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Organizational Health Strategic Focus forFY20 and Highlights of Key Outcomes
Priority
Drive for Diversity and Focus:

Inclusion as a Priority _ |crease diversity representation within Legg Mason

Key Outcomes:

- Exceeded goal for filling replacement positions with women or people of color in the
us

DevelopTalent Focus:

- Ensure robust talent succession (long-term andgsmey) plan is in place for Legg
Mason

- Ensure better talent outcomes through the intentional use of performance and pdtential
assessments for Legg Mason employees in talent decisions (e.g. compensation,
retention, promotion, assignments, etc.)

- Create a learning culture at Legg Mason
Key outcomes:
- Documented succession plans for 100% of positions reporting to exectiteesof
- Enhanced documentation of development plans for employees
- Launched two DatAnalytics programs and 15 digital learning pathways for employees
Fortify Risk Focus:
Management - Support execution of the strategic restructuring
- Ensure risk management plan is in place for pending non-US regulatory changes
Key Outcomes:
- Established and implemented risk assessment plan for the strategic restructuring

- Established and implemented compliance plans for Brexit arfthiaSenior Manager,
and Certification Regime in the U.K.

[72)

The Committeeconsideredhe informationwhich showedLegg Masongfiécal year2020overall financial performance
relatively flat on an absolutebasis,and on plan, and determinedinancial goalswere met 100%. The Committeealso
assessethe accomplishmentthat managemenachievedduring the fiscal yearin executingon Legg Masonggstrategic
priorities establishedinderthe StrategicandAffiliate Relationshipcategoryandthe OrganizationaHealth categoryof
metrics,giving considerationo theimpactthatthependingMergerhadonthedegreeof progres®on certainof thestrategic
priorities. The Committeealsodiscussednarketpay information,the feedbackthe Chair of the Committeehadreceived
in discussingCEO compensatiomwith the independendirectorswho are not membersof the Committee,and the pay
recommendationfer the otherexecutives Agbaresultof thediscussionthe Committeeagreedhatthe performanceesult
achievedor thefiscal yearbasedon the achievementanderthe non-financialmetricscategorieandthe weightingswas
¢ Yametetpartiallymeetsi gvigiwith therangeprovidedfor, agreedorecommendor approvaby theBoardagrossncentive
for the CEO of $8,300,000belowthe target of $9,500,000For the four othernamedexecutiveofficers, the Committee
approveda grossincentiveat targetfor all but one,whoseapprovedgrossincentivewasbelowtarget. The Committee
concludedthatthe awarddecisionswere supportecby Legg Masongfiaancial performanceandresultedin appropriate
compensatiof Legg Masonggzecutiveofficersrelativeto compensatiopaid by peers Seei¢, “2Executivempensation
- PotentialPayment®n Terminationor a Changeof Controlor Retirementifgyza discussiorof paymentsn Januar2020,
in connectiorwith anexecutivaeamrestructuringannouncedh May 2020 ,to two namedexecutiveofficerswholeft Legg
Masoneffective Januaryl, 2020.

Determination of Fiscal Year 2020Total Direct Compensation

Thefollowing tableshowsthe namedexecutiveofficer basesalaryandincentivecompensatioffior fiscal year2020that
wasawardedor approvedby the Committee The Committeeestablishesindawardsincentivecompensatioffior afiscal
yearat or afterthe endof thefiscal yearin orderto reflectthefull yeaiig gerformancen the awarddecisionsThus, this
table differs from the Summary CompensationTable primarily becauseit reflectsfor fiscal year 2020the value of
equity awards that were awarded in May 2020and are part of fiscal year 2020incentive compensation,while the
Summary CompensationTable includesin fiscal year 2020the value of equity awards madein May 2019that are
part of fiscal year 2019incentive compensation.In addition, FrancesL. Cashmanand ThomasK. Hoopsappearas
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namedexecutiveofficers in the Summary CompensationTable, but do not appearin the table below, becausetheir
employmentendedasof January 1, 2020and they were not considered for incentive compensationfor fiscal year
2020.

Cash Total
Base Incentive Deferred Cash Incentive Total
Name Salary Payment Unit Award Award®? Compensation
JosephA. Sullivan $ 500,000$%  2,490,000% 5,810,000% 8,300,000 % 8,800,000
Peter H. Nachtwey 350,000 1,406,250 1,718,750 3,125,000 3,475,000
TerenceA. Johnsoff 285,975 1,200,870 1,467,730 2,668,600 2,954,575
Patricia Lattin 350,000 416,250 508,750 925,000 1,275,000
Thomas C. Merchant 350,000 810,000 990,000 1,800,000 2,150,000

@ Total incentive award is the sum of cash incentive payment and deferred cash unit award.

@ Mr. Johnsorsgdlary of U.S. $350,000, as determined based on theeGBEBnge rate in fefct on the day he
became an executivefiger in 2013, is paid in GBRJsing an average conversion rate of 1.271 for fiscal year 2020,
Mr. Johnson received U.S. $285,975 in base sdtfsyincentive award was converted from GBRJSD using the
conversion rate on the award date, May 15, 2020, which was 1.213.

Determination of Fiscal Year 2020Incentive Awards for Executives

Forfiscal year2020,all incentiveawardsthatwould havebeengrantedasequity awardsin prior yearswereawardedas
deferredcashunits. In approvingtheseincentiveawards(anddeterminingthe split betweencashanddeferredcash)the
Committeeled the full Boardin its review of Mr. Sullivan in his performanceas CEO, giving considerationto his
responsibilitiescontributionsandachievementsluring the fiscal yearaswell asmarketpracticesln addition,with Mr.
Sullivanpresentthe Committeeconsideredhe following with respecto the othernamedexecutiveofficers:

¢, Zheir individual responsibilitiesandachievementduringthefiscal year

¢ Marketpractices,
¢ %dr. Sullivang¥ewsasto theindividual performancendcontributionsby thenamedexecutiveofficer duringthefiscal

year and
¢ %dr. Sullivang¥ews of theinitiative, businesgudgmentandmanagemergkills of the namedexecutiveofficer.

The Committee approved incentive awards are summarized in the table below:

Target Total % Paid in

Incentive Incentive % Paid in Deferred
Name Awards Award Cash Cash Units
JosephA. Sullivan $ 9,500,000 % 8,300,000 30% 70%
Peter H. Nachtwey 3,125,000 3,125,000 45% 55%
TerencéA. Johnson 3,285,573 2,668,600 45% 55%
Patricia Lattin 925,000 925,000 45% 55%
Thomas C. Merchant 1,800,000 1,800,000 45% 55%
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Determination of Individual Named Executive Officersigdtal Direct Compensation forFiscal Yeari¢,¥22020

JosephA. Sullivani¢ Y2i¢ Yzi¢ Yai ¢ Yai¢, Yehief Executive Officer

Mr. Sullivanigfettal directcompensatiofor fiscalyear2020included(i) a$8,300,000ncentiveawardand(ii) a$500,000
salary Seventyperceniof Mr. Sullivanigittcentivecompensatiois in the form of deferredcashunits,comparedo 55%
for our othernamedexecutiveofficers,emphasizinghe Chief ExecutiveOfficeriggreateraccountabilityfor longerterm
results Mr. Sullivanigfigcal year2020compensatiolfsalaryplusincentiveaward)is down 2% from hisfiscal year2019
compensatiomand88% of targetfor fiscal year2020.The Committeedeterminedhatthis resultwasappropriaten light
of LeggMasongfinancialperformanceasdiscusse@boveandMr. Sullivanigpérformancegainsthegoalsestablished
underthe non-financialperformancenetrics.

Peter H. Nachtweyi¢ Y2i¢ Y2l ¢ Yai¢ Yol ¢ Xehief Financial Officer

Mr. Nachtweygtétaldirectcompensatiofor fiscalyear2020included(i) a$3,125,000ncentiveawardand(ii) a$350,000
salary Mr. Nachtweysfigcal year2020compensatiorsalaryplusincentiveaward)is up 3% from his fiscal year2019
compensatiorandat target for fiscal year2020. The Committeedeterminedhatthis resultwasappropriatan light of

LeggMasongiiviancialperformancandMr. Nachtweyspérformancagainsthegoalsestablishednderthenon-financial
performancemetrics.

TerenceA. Johnson Head of Global Distribution

Mr. Johnsorsgdtal directcompensatiofor fiscalyear2020included(i) a$2,668,600ncentiveawardand(ii) a$350,000
salary Mr. Johnsorifiscalyear2020compensatiofsalaryplusincentiveaward)representa 14%increasdrom hisfiscal
year 2019 compensatiorand 85% of target for fiscal year 2020. The Committeedeterminedthat this increasewas
appropriaten light of LeggMasongfitancialperformanceindMr. Johnsors gérformancegainsthegoalsestablished
underthe non-financialperformancenetrics.

Thomas C. Merchanti¢ Yzi¢ Y21 ¢, Y21 ¢ Yo@éheral Counsel

Mr. Merchantgtétal directcompensatiofor fiscalyear2020included(i) a$1,800,000ncentiveawardand(ii) a$350,000
salary Mr. Merchantgfiécal year 2020 compensatiorfsalaryplus incentiveaward)represents 4% increasefrom his
fiscal year2019 compensatiorandis at target for fiscal year2020. The Committeedeterminedhat this increasewas
appropriaten light of LeggMasongfirtancialperformancendMr. Merchantggiérformancegainsthegoalsestablished
underthe non-financialperformancenetrics.

Patricia Lattini¢,Y2i¢,Y2i¢ Y2 Chief Human Resouces Officer

Ms. Lattinig tatal directcompensatioffior fiscal year2020included(i) a $925,000ncentiveawardand(ii) a $350,000
salary Ms. Lattinig fscal year2020compensatioffsalaryplusincentiveaward)representa 6% increasdrom herfiscal
year2019compensatioandis attargetfor fiscalyear2020.TheCommitteedeterminedhatthisincreasavasappropriate
in light of LeggMasongfitancialperformanceandMs. Lattinig performancegainsthegoalsestablishedinderthenon-
financial performancenetrics.

CompensationGovernance,Processand Incentive Decisions

Role of CompensationCommittee and Non-EmployeeDir ectors
TheCommitteds responsibldor overseeingindimplementingour namedexecutiveofficer compensatioprogramsThe
Committeesgdte includes:

¢ Petermining the corporategoals and objectivesrelevantto the compensationof our CEO, including incentive
compensatiorandevaluatingthe CEO& performanceelativeto thosegoals,

¢ Peterminingthe compensatiowf our CEO, includingincentivecompensation,

¢ Bstablishingandapprovingcompensatioplansfor namedexecutiveofficersbasedntherecommendationsf the CEO
andthe Committeedgidgmpensatiogonsultant,

¢ ¥%&nnually reviewingand,whereappropriateadjustingthe basesalariesof our namedexecutiveofficers,

¢ Y&pprovingtheincentivecompensationf namedexecutiveofficersandawardsunderour incentiveplansandprograms,
and

¢ ¥verseeingherisksarisingfrom our executiveofficer compensatiompoliciesandpractices.

Ourindependendirectorsmustapprovethe Committee$gléterminationsn orderto setCEO compensation.

In implementingits role in the compensatiomprogram,the Committeeusesinformationfrom a numberof sourcesThe
informationutilized by the Committeancludesadvicefrom its compensatiogonsultantdataregardinghe compensation
practice®f assetnanagemertompetitorghatis discusseth moredetailaboveandtally sheetshowingpriorcompensation
awardsto, andoutstandingequity holdingsof, namedexecutiveofficers.
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Role of Management

Our managementinderthe leadershipof our CEO, playsanimportantrole in establishingand maintainingour named
executive officer compensatiorprograms.Managemensi géte includes recommendingplans and programsto the
Committee jmplementingthe Committee$giécisionsregardingthe plansand programsandassistingand administering
plansin supportof the Committee Our CEOalsoprovidesinformationon theindividual performancef the othernamed
executiveofficers and makesannualrecommendations the Committeeon compensationevels for all other named
executiveofficers.Our CEOalsohasdelegateduthorityfrom the Committego issuecertainequityawardsundertheLegg
Mason,Inc. 2017 Equity IncentivePlan,asamendedsubjectto termsandlimitations establishedy the Committee as
permittedunderthatplan.

Role of Committeeig ZompensationConsultant

The Committeesg¥artergivesit theauthorityto retainandapprovefeesandothertermsof engagemerfor compensation
consultantaand otheradvisorsto assistit in performingits duties.For fiscal year2020,the CommitteeretainedSemler
Brossyasits independentompensatioronsultantSemlerBrossyreportsdirectly to the Committee andthe Committee
annuallyreviewsthe performancef SemlerBrossy

The Committeeconsideredhe independencef SemlerBrossyin light of SECrulesandNYSE Listing Standardsand
determinedhatSemlerBrossyis independentinderthoserulesandstandardsThe Committeealsoassessednypotential
conflictsof interestarisingout of the consultangg#ark on behalfof the Committee The Committeediscussedll relevant
factors,including thosecited in SECrules,andconcludedthat the work of the consultantdid not raiseany conflict of

interest.

TheCommitteehasinstructedsemleBrossyto provideadviceandguidancencompensatioproposalsincludingproposed
compensatiommountsthe designof incentiveplans,the settingof performancegoalsandthe designof otherforms of
compensatiomndbenefitsprogramsaswell asrelevantinformationaboutmarketpracticesandtrends Typically, Semler
BrossyattendsCommitteemeetingsreviewsexistingcompensatioprogramgo ensureconsistencyvith ourcompensation
philosophyandcurrentmarketpracticeandreviewsthecomparativénformationderivedromthepeergroupandpublished
surveydatathatthe Committeeusesvhensettingcompensation.

Other CompensationPoliciesand Practices

Tax Deductibility of Annual Compensation

Until theenactmenbf the2017TaxAct, Section162(m)of the InternalRevenueCodelimited tax deductiongor certain
annualcompensatiomn excesof $1,000,00(aidto certainindividualsnamedin the summarycompensatiornablesof
public companyproxy statementsPrior to the effectivenes®f the 2017 TaxAct, it hadbeenthe Committeesgiracticeto
pursuecompensatioprogramghatweredesignedo befully deductible while retainingthediscretionto grantincentive
awardgo namecdexecutiveofficersthatwerenotfully deductiblaunderSectionl62(m)in orderto balanceheeffectiveness
of executivecompensatioplanswith the materialityof reducedax deductionsin makingthesedecisionsthe Committee
wasawareof theeffect of accumulatedaxlossesandtheamortizatiorof goodwill for tax purpose®n LeggMason&lysS.
federaltax paymentobligations With the changesmplementedinderthe 2017 Tax Act, effective for Legg Masonasof
April 1,2018,anycompensatiofincludingperformance-basembmpensation exces®f $1 million thatis paidfor fiscal
year2020to a coveredemployeewill be non-deductibleHowever compensatioprovidedpursuanto a written binding
contractin effectasof November2, 2017,whichis notthereaftermodifiedin any materialrespectcanbe grandfathered
underthe 2017 Tax Act and continueto be deductible(assumingcompliancewith otherrelevantrequirementof Code
Sectionl62(m)asin effectprior to theeffectivedateof the2017TaxAct). The Committeehasconsideredjuidanceasand
whenit becameavailableregardingthe continueddeductibility of compensatiorawardedunderarrangementgrior to
November2, 2017 but paid after April 1, 2018.None of the determinationghat the CompensatiofCommitteemadein
fiscal year2020wereintendedto modify or otherwiseaffectin any materialrespectany remuneratiorprovidedpursuant
to awritten binding contractin effectasof November2, 2017.

Equity Grant Practices

We do not haveany program planor practiceto time equity awardsto our employeesn coordinationwith the releaseof

materialnon-publicinformation We donotgrantequityawardsasednour stockprice.lf wearein possessionf material
non-publicinformation, eitherfavorableor unfavorable whenequity awardsare made the Committeewill not takethe

informationinto consideratiotin determiningawardamountsTheCommitteecustomarilyauthorizesnnuakquityawards
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to namedexecutiveofficers at its regularly scheduledneetingin April. Our practicehasbeento determinethe exercise
price or fair marketvaluefor annualnamedexecutiveofficer equity awardson the day thatincentiveawardsarepaidin
May. No equity awardshavebeenauthorizedor issuancdor fiscal 2020dueto therestrictionson theissuancef equity
underthetermsof the MergerAgreement.

CompensationClawback Policy

If the Committeedetermineghatit is appropriateLegg Masonmay recoverfrom a namedexecutiveofficer theamount
of previouslypaid incentivecompensatioifincluding both cashbonusesnd equity awards)thatthe Boardof Directors
determinedo be appropriatén two circumstances:

¢ 46 a participant§aétsor omissionsare a significantcontributingfactor to a requirementhat Legg Masonrestateits
reportedfinancialresultsdueto a materialerror, or

¢ 46 the participant&grmploymenis terminatedor i¢ Y2causeidiasinstanceof grossnegligencewillful misconducior
willful malfeasancthatmateriallyadverselympactthecompanyggéputatioror businesswillful violationsof law that
materially adverselyaffect the companysg&putationor businesr the ability of the officer to be associatedvith an
investmentdyviser;or theft,embezzlementr fraud.

This clawbackprovisionis intendedto mitigaterisk andprovideenhancedafeguardsigainstcertaintypesof employee
misconductndallowsfor recoveryof significantcompensatiopaidto anemployeenvho engage$n suchmisconduct.

Stock Ownership Guidelines

Our Boardof Directorshasadoptedstockownershipguidelinesfor directorsandexecutiveofficersasshownin thetable
below Directorsand executiveofficers are permitteda five-year graceperiod to reachthe applicableownershiplevel
establishedindertheguidelines Our equityawardretentionpolicy requireshatexecutivesetain50% of the netaftertax
shareseceivedrom all equityawardsuntil theyhavereachedheownershigevelin theownershipguidelinesFromtime
to time, our executiveofficersmayimplementa 10b5-1planfor individual financial planningpurposes.

Executiveofficersareexpectedo ownshareof commonstock,includingrestrictedstock,restrictedstockunitsandshares
of phantomstockasshownbelow As of May 15,2020,all executiveofficerswerein compliancewith theguidelines.

Title Guideline Shares

Directors Required to own shares with value at least equal to 5x annual cash retainer
Chief Executive Cifcer Required to own shares with value at least equal to 8x base salary

Senior Executiv&/ice Presidents Required to own shares with value at least equal to 5x base salary

Other Executive Qicers Required to own shares with value at least equal to 2x base salary

Hedging and PledgingPolicies

OurBoardof Directorshasadopteda policy regardingacquisitionsanddispositionof LeggMasonsecuritieghat,among
otherthingsandsubjectto certainexceptionsprohibitsdirectorsor executiveofficersfrom tradingin listedandoverthe
counteroptionsand derivativesthat relate specifically to securitiesissuedby Legg Mason.Over time, our Board has
strengthenedur policiesrelatingto hedgingandpledginginvolving LeggMasonsecuritiesto prohibitexecutiveofficers
anddirectorsandtheirrelatecaccountsfrom pledging_eggMasorsecuritie®rengagingn anytransactionthateffectively
hedgethevalueof LeggMasonsecuritiesThe Boardhas howeverauthorizedlrian, aninstitutionalinvestmentmanager
andfundsmanagedy Trian (collectively, i¢ ¥8n Fundsi¢ Hiliated with our directors MessrsPeltzandGardento hold
sharef Legg Masoncommonstockalongwith otherinvestmentsecuritiesownedby suchTrian Fundsin commingled
maigin accountswith aprimebroker which primebrokermayextendmagin creditto suchTrian Fundsfrom timeto time,
subjectto applicablefederalmargin regulations stock exchangeulesand credit policies. None of the aforementioned
sharesarehelddirectly by Mr. Peltzor Mr. Garden.
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CompensationCommittee Report

The CompensatiotCommitteeof the Board of Directorshasreviewedanddiscussedhe Compensatiofiscussionand
Analysis requiredby Item 402(b) of RegulationS-K with managemenand, basedon that review and discussionthe
Compensatioommitteehasrecommendetb the Boardof Directorsthatthe CompensatiobiscussiorandAnalysisbe
includedin this Annual Reporton Form 10-K for theyearendedviarch 31, 2020.

COMPENSATION COMMITTEE
Alison A. Quirk, Chair

Edward P Garden*

JohnV. Murphy

*Mr. Garden became a member of the
Compensation Committee in May 2019

Summary CompensationTable

Thefollowing tablesummarizethetotalcompensatioduringthefiscalyearendedviarch31,20200f our ChiefExecutive
Officer, our Chief FinancialOfficer and eachof our threeothermosthighly compensateéxecutiveofficers during the

fiscal year Theinformationin this tablediffersfrom theinformationin the tableaboveunderi¢, “2Compensabistussion
andAnalysis-Determinatiorf FiscalYear2020Total Direct Compensationfginarily in thatthis table,asrequiredby

SECrules,includesin fiscal year2020the value of equity awardsmadein May 2019 (duringfiscal year2020)thatare
actuallypartof fiscal year2019incentivecompensatiorratherthanthevalueof awardsmadein May 2020(duringfiscal

year2021)thatareactuallypartof fiscal year2020incentivecompensation.

Cash Stock Option All Other
Name and Fiscal Salary Bonus Awards Awards Compensation Total
Principal Position* Year %) ($)H@ $)® () ($)® %)
JosephA. Sullivan © 2020 $ 500,000 $ 2,490,000$ 5,246,904 % [PEZS 483,083 $8,719,987
Chief Executive Cificer 2019 500,000 3,400,000 5,732,643 igYe 319,627 9,952,270
2018 500,000 4,000,000 3,320,000 1,660,000 194,250 9,674,250
Peter H. Nachtwey 2020 350,000 1,406,250 1,556,076 i Ye 108,622 3,420,948
Chief Financial Oficer 2019 350,000 1,512,500 1,552,581 igYe 85,364 3,500,445
2018 350,000 1,625,000 953,000 476,000 61,186 3,465,186
TerenceA. Johnson!” 2020 285,975 1,200,870 1,251,298 igYe 89,632 2,827,775
ExecutiveVice President 2019 279,423 1,218,146 ¢ Y2 (VA7) 82,802 1,580,371
2018 273,694 ig¥2 1,111,120 555,560 91,036 2,031,410
Patricia Lattin © 2020 350,000 416,250 437,226 ig Ve 42,387 1,245,863
Chief Human Resources
Officer
Thomas C. Merchant® 2020 350,000 810,000 882,192 igYe 72,142 2,114,334
General Counsel 2019 350,000 857,500 876,624 [P 52,621 2,136,745
2018 350,000 917,500 500,000 250,000 36,527 2,054,027
Frances L. Cashmar® 2020 263,826 i¢¥s 2,767,053 88,126 2,174,737 5,293,742
ExecutiveVice President 2019 350,000 837,500 879,015 i Ye 65,589 2,132,104
Thomas K. Hoops®® 2020 263,826 i¢¥% 3,699,115 490,822 2,657,246 7,111,009
ExecutiveVice President 2019 350,000 1,195,000 1,265,965 i Ye 57,458 2,868,423
2018 350,000 1,325,000 780,000 390,000 44,618 2,889,618

* Ms. Cashmarfirst becamea namedexecutiveofficer in fiscal year2019. Ms. Lattin first becamea namedexecutiveofficer in fiscal year2020.
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Representicentiveawardsin fiscal years2018,2019and2020.Seei¢, 2CompensabiscussionrandAnalysis-Determinatiomf FiscalYear2020Total
Direct Compensationfgt/Agiscussiorregardingthefiscal year2020incentiveawards.

Doesnotinclude$5,810,000%$1,718,750$1,467,730$990,000and $508, 750awardedasincentivecompensatioffior fiscal year2020andpaidin the
form of deferredcashunit awardsto MessrsSullivan, Nachtwey JohnsorandMerchantandMs. Lattin respectivelyon May 15, 2020.

Representtheaggregatéair valueof restrictedstockunitawardsandperformanceharaunitawardsnadeduringeachiscalyear ascalculatedn accordance
with accountingguidanceapplicablefor the type of award.For restrictedstockunit awards Legg Mason&gtockpriceis calculatedasthe averageof the
highandlow tradingpricesof ourcommonstockontheNY SE onthegrantdate.Performanceshareunit awardsarevaluedfor purpose®f thistableusing
aMonte-Carlosimulationpricing model. Theamountreportedfor performancehareunitsin thetablerepresentshe grantdatefair valueascalculatedn
accordancwith accountingguidanceThepotentiaivalueof theMay 15,2019performancsharaunitawarddo bedistributedo MessrsSullivan,Nachtwey
JohnsonMerchantHoopsandMmes.LattinandCashmairs $3,825,000$1,134,375$912,189$643,125$896,250$318,75(nd$628,125respectively
if themaximumamounts earnedThepotentialvalueof theMay 15, 2018performancehareunit awardso bedistributedto Messrs Sullivan,Nachtwey
JohnsonMerchant,HoopsandMmes. Lattin and Cashmaris $4,500,0005$1,218,750$0, $688,125$993,750$341,250and$690,000respectivelyif
themaximumamounts earned.The potentialvalueof the May 15, 2017 performancehareunit awardso bedistributedto Messrs Sullivan,Nachtwey
JohnsonMerchantandHoops,is $2,490,000$714,000$833,340$375,000and$585,000respectivelyif themaximumamounts earnedNo assurance
canbegivenof thenumberof sharesif any, thatwill beearnedanddistributedattheendof a performanceeriodfor anyperformancehareunits.Seethe
¢ ¥2Stock-Ba&emnpensationfgétnoteto our consolidatedinancial statementincludedin this Annual Reporton Form 10-K for thefiscal yearin which
theawardwasmadefor a discussiorof theassumptionsisedin estimatingthe valueof eachaward Amountsreportednaynot representheamountghat
the namedexecutiveofficerswill actuallyrealizefrom the awards Whether andto whatextent,a namedexecutiveofficer realizesvaluewill dependon
LeggMasonggétualoperatingperformancestockprice fluctuationsandthe namedexecutiveofficerig gpntinuedemployment.

Representtheaggregatgrantdatefair value,ascalculatedn accordancevith accountingguidancepf stockoptionsgrantedduringeachfiscal year Stock
optionawardsarevaluedfor purpose®f this tableusingthe Black-Schole®ption pricing model.

Seethei¢ %2Stock-BaGeunpensationfgétnoteto our consolidatedinancial statementicludedin thisAnnualReporton Form 10-K for thefiscal yearin
whichtheawardwasmadefor adiscussiorof theassumptionssedn estimatinghevalueof eachaward Amountsreportednaynotrepresentheamounts
thatthe namedexecutiveofficerswill actuallyrealizefrom theawardsWhetherandto whatextent,a namedexecutiveofficer realizesvaluewill depend
on LeggMason&gaétualoperatingperformancestockprice fluctuationsandthe namedexecutiveofficerig Epntinuedemployment.

Includesfor all namedexecutiveofficers,BasicLife andAccidentalDeathandDismembermennsuranceremiumspaidby LeggMason.Includesfor all
namedexecutiveofficers,dividendspaidon unvestedestrictedstockunitsand for executivesvho electedo deferreceiptof sharesftervesting dividends
paidonvesteddeferredestrictedstockunits,with $463,718$92,542$43,599$55,874$41,421$26,275%nd$39,886paidfor MessrsSullivan,Nachtwey
JohnsonMerchantandHoopsandMmes. Lattin andCashmanrespectivelylncludescontributionsmadeby Legg Masonpursuanto our Profit Sharing
and401(k) PlanandTrust, with $16,000,$15,344,$15,409,$12,122,$15,370and $12,122contributedfor Messrs.Sullivan, Nachtwey Merchantand
HoopsandMmes.LattinandCashmaniespectivelyincludesdiscounamountsreditedunderour DeferredCompensation/PhantogtockPlanfor Messrs.
SullivanandMerchantandMmes.Lattin andCashmanandmatchingcontributionsunderthe EmployeeStockPurchasé’lanfor Mr. Sullivan. Includes
stipendamountsof $250paidto eachnamedexecutiveofficer who wasemployedby Legg Masonat March 31, 2020,exceptfor Mr. Johnsorwho was
paidthe stipendin fiscal year2021,for paymentof additionalexpenseincurredasa resultof all employeedeingrequiredto work remotelyduringthe
COVID-19 pandemic.Includesfor Mr. Johnsongcontributionsmadeby Legg Masonin theamountof $23,019to a pensionschemeegisteredn the UK
andpremiumspaid by Legg Masonin the amountof $22,189or a healthinsurancegprogramthat constitutesa perquisite Amountsarepaidin GBPand
convertednto U.S. dollarsusingtheaverageconversiorrateof 1.271for fiscal year2020.

Includescashcompensatioroluntarily deferredunderthe DeferredCompensatiofrundPlanasfollows: Messrs SullivanandHoopsdeferred$500,000
and$298,750respectivelyfrom their May 15, 2019bonus Mr. Merchantdeferreda total of $119,292from his salaryandMay 15, 2019bonusandMs.
Lattin deferreda total of $13,417from hersalary

Mr. Johnsorgstdaryof U.S.$350,000asdetermineasedn the GBPexchangeatein effectonthedayhebecameanexecutiveofficer in 2013,is paid
in GBP. Using an averageconversiornrate of 1.271for fiscal year2020,Mr. JohnsorreceivedU.S. $285,975in basesalary Includes$14,299in cash
compensatiomvith respecto which Mr. Johnsorelectedto deferreceiptundera pensionschemeegisteredn the UK.

Ms. Cashmarsghaploymenterminateceffectiveasof Januaryl, 2020.All othercompensatiomcludesthefollowing in connectiorwith thetermination
of heremploymenta cashpaymeniof $2,112,500representingeveranc@ay, post-employmentiealthcaresubsidyof $4,742andoutplacemenservices
of $5,000.Ms. Cashmaralsoreceivedacceleratedestingof all restrictedstockunit awardsthathadnot vestedat the time of hertermination.Her stock
optionawardsandperformancehareunit awardsveremodifiedto allow for continuedvesting Amountsin the StockAwardsandOptionAwardscolumns
includeaccountingchagesof $1,202,193or acceleratiorf restrictedstockunits,$703,243For modificationof performancehareunits,and$88,126for
modificationof stockoptions.

Mr. Hoopsightploymenterminatedeffective asof Januaryl, 2020.All othercompensatioincludesthe following in connectiorwith the terminationof
hisemploymenta cashpaymenbf $2,598,654epresentingeveranc@ay, andpost-employmentiealthcaresubsidyof $4,684.Mr. Hoopsalsoreceived
acceleratedestingof all restrictedstockunit awardghathadnotvestedatthetime of histermination His stockoptionawardsandperformancehareunit
awardswveremodifiedto allow for continuedvesting Amountsin the StockAwardsandOptionAwardscolumnsincludeaccountingchagesof $1,349,517
for acceleratiorof restrictedstockunits,$1,120,17 #or modificationof performanceshareunits,and$490,82%or modificationof stockoptions.
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Grants of Plan-BasedAwards

The following table provides information concerning each plan-based award granted, and awards modified, during the
fiscal year ended March 31, 2020 to our named executiioe .

Estimated Estimated Estimated

Future Future Future All
Payouts Payouts Payouts Other
Under Under Under Stock  All Other

Equity Equity Equity Awards: Option  Exercise Grant

Incentive Incentive Incentive Number Awards: or Base Date Fair

Plan Plan Plan  of Shares Number of Price of Grant Value of

Committee Awards Awards Awards of Stock  Securities Option Date Stock and

Grant Action  Threshold Target  Maximum Units Underlying Awards  Close Option

Name Date”) Date @ #@ @ #)® Options (#) ($/sh)  Price  Awards®”
JosephA. Sullivan 5/15/2019  4/29/2019 71,669 36.29 2,550,000 )
5/15/2019  4/29/2019 17,917 71,669 107,504 36.29 2,696,904 ©)
Peter H. Nachtwey 5/15/2019  4/29/2019 21,255 36.29 756,250 ©)
5/15/2019  4/29/2019 5,314 21,255 31,883 36.29 799,826 (©)
TerenceA. Johnson 5/15/2019  4/29/2019 17,092 36.29 608,126 ©)
5/15/2019  4/29/2019 4,273 17,092 25,638 36.29 643,172 ©)
Patricia Lattin 5/15/2019  4/29/2019 5,972 36.29 212,500 ©)
5/15/2019  4/29/2019 1,493 5,972 8,958 36.29 224,726 ©)
Thomas C. Merchant 5/15/2019  4/29/2019 12,050 36.29 428,750 ©)
5/15/2019  4/29/2019 3,013 12,050 18,075 36.29 453,442 ©)
Frances L. Cashman 5/16/2012 5/20/2019 2,112 23.72 24.05 20,001 )
5/16/2013 5/20/2019 3,298 35.16 35.28 40,005
5/16/2014 5/20/2019 6,650 47.64 48.10 80,000 ()
5/16/2014 5/20/2019 3,325 47.64 48.10 40,000 (™
5/15/2015 5/20/2019 11,754 5451 54.69 131,997 ™
5/02/2016 5/20/2019 13,228 31.57 31.90 100,004 (™
5/13/2016 5/20/2019 19,437 30.64 607,212 ®)
5/15/2017 5/20/2019 17,422 37.79 655,764 ®)
5/15/2018 5/20/2019 11,747 38.95 460,013 ®)
5/15/2019 5/20/2019 11,769 36.29 418,750 ®)
5/15/2018 5/20/2019 2,937 11,747 17,621 39.16 419,015 ()
5/15/2019 5/20/2019 2,942 11,769 17,654 36.29 442,867 (7)
Thomas K. Hoops 5/16/2014  5/20/2019 5,542 47.64 48.10 66,670 (M
5/15/2015  5/20/2019 38,557 5451 54.69 432,995 ()
5/13/2016  5/20/2019 49,745 31.24 30.64 390,001 ™
5/15/2017  5/20/2019 46,819 37.64 37.79 390,002 ™
5/13/2016  5/20/2019 12,484 30.64 390,000 ®
5/15/2017  5/20/2019 10,361 37.79 389,988 ®)
5/15/2018  5/20/2019 16,918 38.95 662,509 ®)
5/15/2019  5/20/2019 16,793 36.29 597,500 ®)
5/15/2017  5/20/2019 3,103 12,412 18,619 37.79 389,985 ()
5/15/2018  5/20/2019 4,230 16,918 25,377 39.16 603,465 ()
5/15/2019  5/20/2019 4,198 16,793 25,190 36.29 631,921 O

(1) Awardsgrantedon May 15, 2019reflectperformancédor fiscal year2019.

(2) Performancehareunitswereawardecbn May 15,2019pursuanto our 2017Equity IncentivePlan.Performanceshareunitsmaybeearnecandvestedat
theendof athreeyearperformanceeriodbasedon Legg Masonggfganicgrowth rateandrelativetotal stockholdereturnrankedagainsta peergroup
which, asof March31,2020,includesl15 otherfirms. The potentialpayoutrangesrom 0 - 150%.Thethreeyearperiodbeganon April 1, 2019andwill
endonMarch31,2022.
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Restrictedstockunitswereawardedon May 15, 2019pursuanto our 2017 Equity IncentivePlan.Therestrictedstockunitsvestin 25%incrementover
four yearsonApril 30,2020,April 30,2021,April 30,2022andApril 30,2023.Dividendsarepaidon share®f restrictedstockunitsatthe sametime, and
in thesameamountsasdividendsarepaid on otheroutstandinghareof our commonstock.Executiveofficerswerepermittedto electto deferreceiptof
shareaftervesting.Mr. Merchantmadea deferralelectionwith respecto theMay 2019award Any deferralhadto havebeenmadein five yearincrements
from theapplicablevestingdate(andonly onedesignatedleferraldatecould be electedfor anyawardof restrictedstockunits).A designatedieferraldate
will ceasdo beeffectiveandanydeferredrestrictedstockunitswill bedistributedaspermittedunderapplicabletaxlaw upon(i) aseparatiofirom service,
including a separatiorfrom servicedueto deathor disability, or (ii) a changeof controlasdefinedin the awardagreementor therestrictedstockunits.

Seei¢ Y2PotenBalyment®n Terminationor a Changeof Control,igiéowi¢, %2

Thegrantdatefair valueis thetotalamounthatwe will recognizeasanexpens@vertheawardgyéstingperiodunderapplicableaccountingequirements.
For certainawardsjdentifiedin footnotesbelow incrementakxpenseesultedrom modificationof the awardson May 20,2019.
Therestrictedstockunits grantdatefair valuewascalculatedoy multiplying the numberof restrictedstockunits grantedby the averageof the high and
low tradingpricesof our commonstockon the NYSE onthegrantdate.

The performanceshareunitsgrantdatefair valuewasestimatedasedn a multiple fair valueMonte Carlopricing model,andcalculatedat $37.63. The
following assumptionsveremadefor purpose®f the May 15,2019calculation:

Expected Dividendield 4.41%
Average Expected Stock Pridelatility 23.96/%
Risk Free Interest Rate 2.11%

Theactualvaluerealized|f any, will bedependenbn overallmarketconditions our future performancendthefuturepricesof our commonstock.There
canbeno assurancethatthe actualvaluerealizedwill approximatehe amountcalculatedunderthevaluationmodel.

OnMay 20,2019,outstandingtockoptionawardsandperformanceshareunit awardsissuedto Ms. CashmarandMr. Hoopsweremodifiedto allow for

continuedvestingfollowing terminationof their employmentThe numbersof sharesandgrantdatefair valueamountsrepresenthe original awardand
the original fair valueamounton the dateof grant. Theincrementakxpenseaecognizedasa resultof the modificationof stockoptionawardsis $88,126
and$490,822respectivelyfor Ms. CashmarandMr. Hoops.Theincrementabxpenseecognizedisaresultof themodificationof performanceshareunit

awardsis $703,243and$1,120,177respectivelyfor Ms. CashmarandMr. Hoops. The stockoptiongrantdatefair valuewascalculatedusingthe Black-

Scholesoptionpricing modelvalueonthegrantdate.

On May 20, 2019, outstandingestrictedstockunitsissuedto Ms. CashmarandMr. Hoopsweremodified to allow for acceleratioruponterminationof

theiremploymentThe numbersof sharesandgrantdatefair valueamountsepresenthe original awardandthe original fair valueamounton the dateof

grant.Theincrementakexpenseecognizedasa resultof the modificationof restrictedstockunit awardsis $1,202,193and$1,349,517respectivelyfor

Ms. CashmarandMr. Hoops.
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Outstanding Equity Awards at March 31,2020

The following table provides information as of March 31, 2020 about the outstanding equity awards held by our named

executive dicers.

Option Awards®® Stock Awards
Equity Equity
incentive incentive
plan awards:  plan awards:
market or market or
Market  payout value payout value
Number Value ofunearned of unearned
Number of Number of of Shares of Shares  shares, units  shares, units
Securities Securities or Units or Units or other or other
Underlying Underlying Option of Stock of Stock rights that rights that
Unexercised Unexercised Exercise Option That Have That Have have not have not
Grant Options (#) Options (#) Price Expiration Not Vested Not Vested vested vested
Name Date Exercisable Unexercisable ($) Date ®® (G )@ $“
JoseplA. 5/2/2013® 500,000 [PAZ3 31.46 5/2/2023
Sullivan 5/16/2013 44,518 [PAZ3 35.16 5/16/2021
5/16/2014 149,626 [PAZ3 47.64 5/16/2022
5/15/2015 186,999 [PAZ3 54.51 5/15/2023
5/13/2016 158,801 52,934 31.24 5/13/2024
5/15/2017 99,640 99,640 37.64 5/15/2025
5/13/2016 13,285 648,972
5/15/2017 22,051 1,077,191
5/15/2018 57,457 2,806,774
5/15/2019 71,669 3,501,031
5/15/2017 79,249 3,871,314
5/15/2018 114,914 5,613,549
5/15/2019 107,504 5,251,570
Peter H. 5/15/2015 47,106 [PAZ3 54.51 5/15/2023
Nachtwey 5/13/2016 Y2 15,179 31.24 5/13/2024
5/15/2017 Y2 28,572 37.64 5/15/2025
5/13/2016 3,818 186,509
5/15/2017 6,337 309,562
5/15/2018 15,561 760,155
5/15/2019 21,255 1,038,307
5/15/2017 22,725 1,110,116
5/15/2018 31,122 1,520,310
5/15/2019 31,883 1,557,485
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Option Awards®®

StockAwards
Equity
incentive
plan awards:
market or
Market  payout value

Equity
incentive
plan awards:
market or
payout value

Number Value ofunearned  of unearned
Number of Number of of Shares of Shares  shares, units  shares, units
Securities Securities or Units or Units or other or other
Underlying Underlying Option of Stock of Stock rights that rights that
Unexercised Unexercised Exercise Option That Have That Have have not have not
Grant Options (#) Options (#) Price Expiration Not Vested Not Vested vested vested
Name Date Exercisable Unexercisable ($) Date #® #® $)@ )@
TerenceA. 5/15/2015 67,144 i¢Ye 54.51 5/15/2023
Johnson 5/13/2016 [PAZ) 19,705 31.24 5/13/2024
5/15/2017 icYe 33,339 37.64 5/15/2025
5/13/2016 4,945 241,563
5/15/2017 7,378 360,415
5/15/2019 17,092 834,944
5/15/2017 26,517 1,295,355
5/15/2019 25,638 1,252,416
Patricia 5/15/2015 5,628 igVe 54.51 5/15/2023
Lattin 5/2/2016 [FA7Z3 3,307 31.57 5/2/2024
5/13/2016 2,425 118,461
5/15/2017 4,065 198,575
5/15/2018 4,357 212,839
5/15/2019 5,972 291,732
5/15/2018 8,714 425,679
5/15/2019 8,958 437,598
Thomas C. 5/15/2015 21,505 i¢Ye 5451 5/15/2023
Merchant 5/13/2016 [PA7Z3 7,11 31.24 5/13/2024
5/15/2017 [PA7Z3 15,006 37.64 5/15/2025
5/13/2016 1,793 87,588
5/15/2017 3,321 162,231
5/15/2018 8,787 429,245
5/15/2019 12,050 588,643
5/15/2017 11,935 583,025
5/15/2018 17,573 858,441
5/15/2019 18,075 882,964
Frances L. 5/16/2014 9,975 Y2 47.64 5/16/2022
Cashmarf 5/15/2015 11,754 Y2 54.51 5/15/2023
5/2/2016 [PAZ3 3,307 31.57 5/2/2024
5/15/2018 17,621 860,786
5/15/2019 17,654 862,373
Thomas K. 5/15/2015 38,557 i¢Ye 54.51 5/15/2023
Hoops® 5/13/2016 i 12,437 31.24 5/13/2024
5/15/2017 [PA7Z3 23,410 37.64 5/15/2025
5/15/2017 18,619 909,538
5/15/2018 25,377 1,239,666
5/15/2019 25,190 1,230,532

(1) Optionawardswveremadepursuanto our 1996Equity IncentivePlan.Theexercisepriceof eachoptionis equalto theaverageof the high andlow trading
pricesof our commonstockon the NYSE on the grantdate.Optionholdersmay usepreviouslyownedsharego payall or partof theexerciseprice.
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Optionsawardedgriorto 2016arefully vestedIn all casestheCommitteamayacceleratéhevestingof options As of March31,2020 thevestingschedules
for the otheroptionawardswereasfollows:

Grant Date Vesting Schedule Remaining Vesting Dates
05/13/16 25% vests each year for four years from date of grant 05/31/20
05/15/17 25% vests each year for four years from date of grant 05/31/20, 05/31/21

Excludesnumberof sharesandmarketvaluerepresentingestrictedstockunitsthatwould havesettledf theyhadnotbeendeferredAs of March31,2020,

thevestingschedulesor therestrictedstockunit awardswereasfolIows:'l'(',l/z

Grant Date Vesting Schedule Remaining Vesting Dates

05/13/16 25% vests each year for four years from date of grant 04/30/20

05/15/17 25% vests each year for four years from date of grant 04/30/20, 04/30/21

05/15/18 25% vests each year for four years from date of grant 04/30/20, 04/30/21, 04/30/22

05/15/19 25% vests each year for four years from date of grant 04/30/20, 04/30/21, 04/30/22, 04/30/23

Forawardsissuedon May 15, 2019andMay 15, 2018, performanceshareunits may be earnedandvestedat the endof a threeyearperformanceperiod
basedon Legg Masongj®ative TSR andrelativeorganicgrowthraterankedagainsta peergroupwhich, asof March31, 2020,included15 otherfirms.
For awardsissuedon May 15, 2017, performanceshareunits may be earnedandvestedat the end of the threeyearperformanceperiodbasedon Legg
Masong®#ativeTSRrankedagainst peergroupwhich, asof March31,2020included14 otherfirms. The potentialpayoutrangesrom 0 - 150%for all
awards.

FortheMay 15, 2017award,the threeyearperiodbegamApril 1, 2017andendedon March 31,2020.The amountreflectedin the tablefor the May 15,
2017awardis basedn maximumpayoutlevel of performanceAt March31,2020,our measuremerdf TSRfor the performanceeriodhadustracking
at141%of target. Theactualnumberof sharesvasvestedandearnedollowing certificationof performanceesultsby the Compensatio€ommitteeafter
March31,2020.The Committeeexercisedts negativediscretion aspermittedunderthe awardagreementdp approvea payoutat 105%of tamget,dueto
theimpactof the proposedVergeron LeggMasonggtockpriceandtheimpactof COVID-19 onrelativeperformance.

FortheMay 15, 2018award thethreeyearperiodbeganon April 1,2018andwill endon March31,2021.Theamountreflectedin thetablefor the May
15, 2018awardis basedn maximumpayoutlevel of performancesa resultof the TSR andorganicgrowthrankingat March 31, 2020which yieldeda
valuationof 125%of target.

FortheMay 15,2019award thethreeyearperiodbegarApril 1,2019andwill endon March31,2022.Theamountreportedn thetablefor the May 15,
2019awardis basedon maximumpayoutlevel of performanceasa resultof the TSR andorganicgrowth rankingat March 31, 2020,which yieldeda
valuationof 125%of target.

OptionsawardednMay 2,2013represenanawardof performancetockoptionsto Mr. Sullivanuponhis promotionasChiefExecutiveOfficer, exercisable
only if certaintime basedandstockprice conditionsweremet.As of March31,2020,all conditionshadbeensatisfied:25% of the awardvestedon May
2,2015,andanadditional25%of theawardvestedon eachof May 2, 2015,Januaryl5,2014andJune5, 2014, uponachievementf specifiedstockprice
targetsof $36.46,$41.46and$46.46 respectivelyfor twenty consecutivalaysasof thosedates.

Awardsin thetablerepresentinvestedstockoptionsandperformancehareunitswhich will continueto vestin connectiorwith Ms. Cashmars gk Mr.
Hoopsig&paratiorarrangementAll restrictedstock units were acceleratecnd distributedat the time Ms. Cashmarand Mr. Hoopsterminatedtheir
employmenteffectiveasof Januaryl, 2020.
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Option Exercises and Stock/estedTable

The following table providesinformation about exercisesof stock options and vesting of restrictedstock units and
performanceshareunitsduringfiscal year2020for our namedexecutiveofficers.

Option Awards StockAwards
Number of
shares Value  Number of Value
acquired On  resjized on shares realized on
EXeICISE  exercise acquired on vestin
Name W ($)Y  vesting(#) ($)@
JosephA. Sullivan 62,265 931,841 74,530 @ 2,480,347
Peter H. Nachtwey 171,695 2,284,383 20,745 690,265
TerenceA. Johnson 226,779 2,635,122 20,072 666,167
Patricia Lattin 28,954 302,828 7,070 236,986
Thomas C. Merchant 72,532 906,851 10,370 @ 345,223
Frances L. Cashman 15,331 250,739 48,724 ® 1,705,799 ®
Thomas K. Hoops 66,259 1,031,128 54,751 ® 1,911,348 ©®

(1) Thevaluerealizeduponexercisdor stockoptionsis calculatedy themultiplying thedifferencebetweerthesalepriceof thesharesinderlyingtheoptions
andtheexercisepriceof theoptionsby thenumberof sharesicquiredon exercise.Messrs Sullivan,NachtweyJohnsonMerchantandHoopsandMmes.
CashmarandLattin exercisedptionsfor the purchaseof 62,265,171,695,226,779,75,532,66,259,15,331,28,954sharesrespectively In connection
with the exercise Messrs.Sullivan, Nachtwey JohnsonMerchant,and Hoopsand Mmes. Cashmarand Lattin sold 49,341,144,852,198,261,60,547,
66,259,15,331,and 24,968sharegespectivelyfor the paymentof the option exerciseprice andrelatedtaxes. Theyretainedthe balanceof the shares
uponexercise.

(2) Thevaluerealizeduponvestingof restrictedstockunitsis calculatedoy multiplying thefair marketvalueof a shareof commonstockon thevestingdate
(the averageof the high andlow tradingpricesof Legg Masoncommonstockon the vestingdate)by the numberof shares/ested Messrs Sullivanand
Merchanthad1,800and1,085sharesrespectivelywithheldto coverrelatedtax withholding on vestedanddeferredsharesMessrs Nachtwey Johnson,
andHoopsandMmes.Lattin andCashmarhad4,949,5,685,16,608,3,421,and17,295sharesrespectivelywithheldto coverrelatedtax withholdingon
vestedsharesl.S. basedexecutiveofficers who electedto deferreceiptof sharesuponvestingof restrictedstockunits paid only Medicareand Social
Securitytaxeson the deferredsharesiponvesting.

(3) Thevaluerealizeduponvestingof performanceinitsis calculatedy multiplying thefair marketvalueof ashareof commonstockon thevestingdate(the
averageof the high andlow tradingpricesof LeggMasoncommonstockon thevestingdate)by the numberof unitsvested Fractionalshareghatvested
weredistributedn cashandareincludedin thevaluerealizedamountMessrs Sullivan,NachtweyJohnsonMerchantandHoopshad7,059,2,050,3,751,
980,and1,526sharesrespectivelywithheldto coverrelatedtax withholding on vestedperformanceshares.

(4) Effectivefor theApril 30,2019vestdate MessrsSullivanandMerchanthaveelectedo deferthedistributionof sharesn therespectiveamountssetforth
below (beforegiving effect to shareswithheld for paymentof taxes).In accordancevith their respectivedeferralelectionsthe shareswill bedistributed
five yearsafterthevestdate(subjectto anyfurtherdeferralelectionsthatanexecutiveofficer maymake).

Name Grant Date Vested Defered Shaes

JosephA. Sullivan 05/15/2015 9,632
05/13/2016 13,284
05/15/2017 11,026
05/15/2018 19,152

Thomas C. Merchant 05/13/2016 1,792
05/15/2018 2,928

(5) Vesting of restricted stock unit awards was accelerated when Ms. Caslamadmilg ¥2oopsieitployment ended fetctive as of January 1, 2020.
Amounts include these accelerated awards.

Non-Qualified Deferred Compensation

TheLeggMason& Co.,LLC DeferredCompensation/Phanto8tockPlanis anon-qualifieddeferredcompensatioplan
that was available only to a selectgroup of employees,ncluding U.S.-basednamedexecutive officers, basedon
responsibilitieandcompensatiotevels.Deferralswerenolongeracceptedn thePhantonStockPlanafterDecembeBl,
2014 butdividendscontinueto becreditedasdescribedelow Underthetermsof theplan,participantsvereableto defer
upto $60,000n annuatompensationnapre-taxbasisAmountsdeferrecdundertheplanaredeemednvestedni¢, “2phantomi¢, %2
shareof our commonstockata price equalto 90%of themarketprice onthedeemednvestmentiate.Dividendspaidon
ourcommonstockarecreditedtio phantormstockata priceequalto 95%of themarketpriceon thedividendpaymendate.
Earningsare accruedasthey would beif investingin actualsharesof Legg Masoncommonstockandinclude market
appreciatioranddividends Amountsdeferredunderour PhantorrStockPlan,includingcontributionsdy LeggMason,are
fully vestedatall timesandarenotsubjectto forfeiture. Amountsdeferredunderthis planaredistributedto theparticipant,
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or hisor herbeneficiaryin shareof our commonstockafterthe participantsgmploymentasterminatedor anyreason,
eitherin lumpsumdistributionor threeannuainstallmentsattheparticipantsgiection.In addition,LeggMasonmayelect
to distribute accountbalancego namedexecutiveofficers in connectionwith a changeof control if the plan andall

substantiallysimilar agreementsre terminatedwith respectto the participantsaffectedby the changeof control. For

purpose®f our PhantomStockPlan,ai¢ Y2chamjeontrolig¥dl occuruponachangen (1) ownershipof LeggMasonor

LeggMason& Co.,LLC (i¢¥.LM&Co.gdadministrativesubsidiary (2) effective controlof LeggMasonor LM&Co. or

(3) ownershipof a substantialportion of the assetof Legg Masonor LM&Co. On Februaryl18, 2020, Legg Mason
announcetheexecutiorof theMergerAgreementvith Franklin,whichwouldresultin achangeof controlof LeggMason
upontheclosingof thetransaction.

TheLeggMason,Inc. DeferredCompensatiofrundPlanis a non-qualifieddeferredcompensatioplanthatis available
only to a selectgroup of employees,ncluding U.S.-basechamedexecutiveofficers, basedon responsibilitiesand
compensatiotevels.Underthetermsof theplan,participantsnayelectto deferupto $500,000n annuakalaryandcertain
bonusesandcommission®n a pre-taxbasis Amountsdeferredunderthe planaredeemednvestedn i¢ Y2phantoshig®®s
of LeggMasonsponsorednutualfunds(i¢ Y2LelgigsonFundsi¢ Earningsareaccruedastheywould beif investingdirectly
in the Legg Mason Funds and include market appreciationand dividends.Amounts deferredunder our Deferred
CompensatiorundPlan,including any earningson thosecontributions arefully vestedat all timesandarenot subject
to forfeiture. Participantamust elect, at the time they decideto defer compensationwhether:(1) to takean in service
distributionor distributionupontermination;(2) to receivetheirfuturedistributionsfrom theplanin (a) asinglelumpsum
or (b) threeequalannualinstallmentgavailableonly if thetotal accountialances greateithan$17,500);and(3) to have
the distributionsbeginimmediatelyafter terminationor oneyearfrom the dateof termination.Participantswill receive
distributionsin cash gxcepffor in-serviceelectionswhich distributionsmaybemade jn LeggMasonggalediscretion,in
share®f LeggMasonFundsor cashln addition,LeggMasonwill distributeaccounbalanceso participantsn connection
with achangeof controlif the planandall substantiallysimilar agreementareterminatedvith respecto the participants
affectedby the changeof control. For purpose®f our DeferredCompensatiofrundPlan,a’i¢ ¥2chaimgeontroleventigit
occurupona changen (1) ownershipwithin the meaningof i¢,%21.409A-3(i)(5)6f)regulationspromulgateddy the U.S.
Departmentof the Treasury (2) effective control within the meaningof i¢%21.409A-3(i)(5)(wl) the regulations,or (3)
ownershipof assetsvithin themeaningof 1¢,%21.409A-3(i)(5) (@ftheregulationsAs notedabove | eggMasonannounced
theexecutionof the MergerAgreemeniith Franklin,whichwould resultin achangeof controlof LeggMasonuponthe
closingof thetransaction.

Throughfiscal year 2020, executiveofficers were ableto makeelectionsto deferthe receiptof shareauponvestingof
restrictedstockunit awardsgrantedunderLegg Masong 296 Equity IncentivePlanand2017Equity IncentivePlan.To
be effective, executiveofficers hadto makea deferralelectionby SeptembeB0 of eachcalendaryear with respecto
restrictedstockunitsthatqualify asperformance-basezbmpensationinderSection409A of the Code for thefiscal year
endingonthefollowing March31.A deferralelectionis irrevocableoncemade exceptasmay be describedn anaward
agreementin theeventanexecutiveofficer madea deferralelectionwith respecto anyportionof anaward,theshareof
commonstockunderlyingthe deferredrestrictedstockunitswould not be distributedto the recipientuntil the designated
deferraldate;provided,howeverthat,unlesshe awardagreemenprovidesotherwiseall deferralswill terminateandany
shareaunderlyinganyvested deferredrestrictedstockunitswill be distributedupona separatiorirom serviceor change
in control of Legg Mason(asdefinedin the awardagreement)Dividendsare paid in cashat the samerate paid to all
shareholders.
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Thefollowing tableprovidesnformationabouthon-qualifieddeferreccompensatioplantransactionandbalancesluring
fiscal year2020by our namedexecutiveofficers.

Executive Company Aggregate Aggregate
Contributions Contributions  Earnings  Balance at
in Last FY inLast FY Last FYE

in Last FY
Name Plan )\ (%)@ ($)® (@
JoseplA. Sullivan Phantom Stock Plan [PRZ) 31 89,049 192,699
Deferred Compensation Fund Plan 500,000 [PRZ) (355,814) 2,020,693
Deferred Restricted Stock Units 1,719,375 1% 3,185,401 7,429,059
Peter H. Nachtwey Deferred Restricted Stock Units [P [P 335,884 712,770
Patricia Lattin Phantom Stock Plan [PRZ) 6 1,686 3,648
Deferred Compensation Fund Plan 13,417 [PRZ) (3,632) 73,355
Thomas C. Merchant Phantom Stock Plan [PRZ) 123 35,163 76,092
Deferred Compensation Fund Plan 119,292 [PRZ) (93,382) 588,338
Deferred Restricted Stock Units 152,818 1% 256,121 603,004
Frances L. Cashmad Phantom Stock Plan [PX7) 122 35,045 75,836
Deferred Compensation Fund Plan [PRZ) [PRZ) (28,760) 171,068
Thomas K. HoopS’  Deferred Compensation Fund Plan 298,750 [PRZ) (90,186) 1,589,414

(1) Executiveofficer contributionsincludeamountsdeferredunderthe DeferredCompensatiorrund Planandthe value of sharesdeferreduponvestingof
restrictedstockunitsduringfiscal year2020.The DeferredCompensatiofrundPlanamountsareincludedin the SummaryCompensatioifableassalary
and/orbonus.Thedeferredrestrictedstockunitsareincludedin the SummaryCompensatioffableasstockawardsn theyearthattheyweregranted The
sharegleferreduponvestingof restrictedstockunitsarevalueduponvestingby multiplying thefair marketvalueof ashareof commonstockonthevesting
date(the averageof the high andlow tradingpricesof Legg Masoncommonstockon the vestingdate)by the numberof sharesleferred The numberof
sharegleferredn fiscal year2020for Messrs SullivanandMerchantare53,094and4,720respectivelyThesedeferredsharesarea portionof thevested
sharegeflectedin the Option Exercisesand StockVestedTable.U.S. basedexecutiveofficerswho electedto deferreceiptof sharehadshareswithheld
to payfor MedicareandSocialSecuritytaxesdueuponvesting.Thenumberof sharewithheldfor thesetax paymentsiuringfiscal year2020for Messrs.
SullivanandMerchantare 1,800and 161 respectivelyThe amountsshownin the tablefor deferredrestrictedstockunitsreflectthe numberof deferred
sharesninusthe numberof shareswithheldfor tax payment.

(2) LeggMasoncontributionsareincludedin theAll OtherCompensatiocolumnof the SummaryCompensatioifableandconsistof the contributionof the
5% discountto the marketprice of a shareof commonstockuponthe creditingof dividendsto phantomstockduringthefiscal year

(3) Aggregateearningsarecalculatedy subtractinghevalueof thenamedexecutiveofficerig&&counbalancesitMarch31,2019andtheexecutiveandLegg
Masoncontributionsmadeduring fiscal year2020from the value of the officerig #ccountbalancesat March 31, 2020.Aggregateearningsfor deferred
restrictedstockunitsincludeamountgaidin cashfor dividends.Dividendamountsarereflectedin theAll OtherCompensatioolumnof the Summary
Compensatioifable.

(4) Theaggregatdalanceunderthe PhantomStock Planandthe deferredrestrictedstockunitsis calculatedoy multiplying the phantomstockor deferred
restrictedstockunit accountsharebalanceby the closingprice of Legg Masonggémmonstockon March 31, 2020,which wasthelasttradingday of the
fiscalyear Phantonstockanddeferredrestrictedstockunit distributionsaremadein shareof commonstockonaone-foronebasis Theaggregatéalance
underthe DeferredCompensatior-und Planis calculatedoy multiplying the deferredfund shareaccountbalanceby the closingnetassetvalue of the
applicableLegg MasonFundson March 31, 2020.Distributionsfrom the DeferredCompensatiorrund Planare madein eithercashor sharesof Legg
MasonFunds.

(5) Adistributionunderthe PhantonStockPlanis dueto Ms. Cashmarin alump sumasaresultof theterminationof heremploymeneffectiveasof January
1,2020.Thispaymenis subjecto asix monthholdin accordancevith Sectiord09Aandwill bedistributedin July2020. DistributionsundertheDeferred
CompensatiofrundPlanaredueto Ms. CashmarandMr. Hoopsasa resultof the terminationof their employmenteffective asof Januaryl, 2020.Both
will receivealump sumpayment. This payments subjectto a six monthhold in accordancevith Section409Aandwill bedistributedin July 2020.

Potential Paymentson Termination or a Changeof Control or Retirement

As describedn thei¢“2CompensabistussiorandAnalysisii#this Annual Reporton Form 10-K, our namedexecutive
officerstypically receivedong-termequityincentiveawardgor fiscal yearsprior to fiscal year2020in the form of stock
options,restrictedstockunitsandperformanceshareunits. Forfiscal year2020,our namedexecutiveofficerswho were
employedby Legg Masonat the endof thefiscal yearreceivedincentiveawardsin the form of deferredcashunits,asa
resultof restrictionsunderthe MergerAgreemenbntheissuancef equity In addition,our namedexecutiveofficersmay
electto participatein our DeferredCompensatiofrund Planand,until Decembei31, 2014, could electto participatein

ourPhantonStockPlan.Exceptasdiscussedbelow our namedexecutiveofficerswill forfeit their unvestedstockoptions,
restrictedstockunitsandperformanceshareunitsif theiremploymenwith usends.
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Stock Options

For a descriptionof the treatmentof outstandingstock optionsunderthe Merger Agreementpleaseseethe discussion
belowunderthecaptioni¢, “4&dt of the MergerAgreement.ig¥e descriptionof thetermsof outstandingstockoptionsthat
follows herecoversthetermsof awardagreementfor suchstockoptions. Unvestedstockoptionsandperformancestock
optionsheldby ournamedexecutiveofficersautomaticallywestandbecomeexercisablepontheterminationof thenamed
executiveofficerig&mploymentsaresultof hisor herdeathor disability. Unvestedptionsautomaticallyvestandbecome
exercisabléf the namedexecutiveofficerig #mploymenterminateswithin oneyearof a changeof controlwithout cause
or dueto goodreasonOptionsautomaticallyestif thenamedexecutiveofficerig&mployments terminatedvithoutcause
dueto areductionin workforce.

If anamedexecutiveofficerig Bmploymenendsfor any reasonotherthanthosedescribecabovebeforeall of his or her

stockoptionshavevestedtheunvestedtockoptionsareautomaticallyforfeitedexcepthatuponterminatiorof employment
without causeanddueto retirementstockoptionsissuedon or afterMay 15, 2015continueto vestbasedon the original

vestingscheduleThe Committeehasthe authorityto acceleratehe vestingof any stockoptionsin its discretionat any

time.A namedexecutiveofficer, or hisor herbeneficiariesmustexerciseall vestedoptions(1) within oneyearof the date
onwhichhisor heremploymenterminatessaresultof deathor disability or (2) within threemonthsof thedateon which

hisor heremploymenterminategor anyotherreasongexcepthatuponterminationof employmentvithout causeanddue

to retirementstockoptionsissuedon or afterMay 15,2015will expirethreemonthsafterthelastvestdateof theaward.
In theeventof deathduringtheperiodwhenaretiredexecutiveofficerigstockoptionscontinueto vest theunvesteaptions
becomevestedandexercisablenthe dateLeggMasonbecomeswareof thedeath.n orderto retirefor purpose®f our

stockoptions,a namedexecutiveofficer mustbeatleast62 yearsold andmay notrepresentin any capacityotherthanas

anindependendirector anyfinancial servicesccompanythatthe Committeedeemsa competitorof LeggMason.

Forpurpose®f ourstockoptions,ai¢,%2chamgeontroli ¥4 eggMasonwill occurupon(1) anypersoracquiring directly
orindirectly, beneficialownershipf securitiesepresenting0.1%or moreof thecombinedsoting powerof ouroutstanding
stock;(2) theclosingof anymemer, consolidatioror otherreoiganizatiorinvolving LeggMasonwherebythestockholders
of LeggMasonimmediatelyprior to suchreorganizatiordonothold, directly or indirectly, morethan50%of thecombined
voting powerof the outstandingstockof the successoentity immediatelyfollowing suchtransaction{(3) the closingof
anytransactiorinvolving a saleof assetof Legg Masonthat havea total grossfair marketvalueequalto or morethan
90% of the total grossfair marketvalueof all of Legg MasonA4sets(4) the adoptionof any plan or proposalfor the
liquidationor dissolutionof LeggMason;or (5) within any12-monthperiod,individualswho, asof May 15 of theyearin
whichtheawardis made constitutethe Boardof Directorsof LeggMasonor who arethereaftenominatecasdirectorsby
amajority of the Boardof Directorsceasdor anyreasorto constituteat leasta majority of the Board.

Forpurpose®f ourstockoptions,i¢, Y2causeghizany of thefollowing behaviorby anoptionrecipient(1) anyconducthat
competesvith LeggMason,breachesnyobligationor duty of loyalty to LeggMasonor materiallyinjuresLeggMason;
(2) amaterialviolation of anylaw, regulationor LeggMasonpolicy; (3) acourtor regulatoryorderthatpreventsaanoption
recipientfrom performinghis or her dutiesor being associatedvith an investmentadvisor;(4) materialmalfeasance,
disloyaltyor dishonesty(5) convictionof afelony; (6) anyfailure to devotesuficient professionalimeto hisor herduties;
(7) failure to satisfactorilyperformduties,or grossmisconductor grossnegligencen the performanceof duties;or (8)
failure to maintainanyrequiredlicenses.

For purpose®f our stockoptions,i¢ Y2gomdsonigigang 1) a materialadversechangean theresponsibilitief theoption
recipientfrom thosein effect prior to the changeof control; (2) the recipientgptincipal placeof employments moved
morethan50milesfromthelocationimmediatelypriortothechangef control;(3) therecipientgiasesalaryis significantly
reduced;or (4) the recipient&jticentivecompensatiorior a fiscal yearis materially reducedfrom his or herincentive
compensatiofor theprior fiscalyear andsuchreductionis notrelatedio areductionin responsibilitie®r eitherindividual
or corporateperformance.

Restricted Stock Units

Foradescriptionof thetreatmenbf unvestedestrictedstockunitsunderthe MergerAgreementpleaseseethediscussion
below underthe captioni¢ Y4&dt of the Merger Agreement.iZFhe descriptionof the termsof restrictedstock units that

follows herecoversthe termsof awardagreement$or suchunits. Unvestedrestrictedstock units issuedto a named
executiveofficer will, underthetermsof theawardagreementsautomaticallyvestandall vestedout undistributedshares
will bedistributedupon(1) thenamedexecutiveofficerigtieath;(2) separatiorirom serviceof thenamedexecutiveofficer

dueto disability; or (3) separatiofrom servicefollowing a changeof control of LeggMasonasdiscussedbelow
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If anamedexecutiveofficerig Bmploymenterminatesiueto the eliminationof his or heremploymenin connectiorwith
areductionin workforceandsuchterminationof employments withouti¢ Y2caudbgii/asof thedateof suchtermination,
hisorherunvestecwardwill be100%vestecandall vestedbutundistributedsharesvill bedistributedprovided however
thatin theeventthatthenamedexecutiveofficer fails to signa generateleasef claimsprovidedby LeggMason,or signs
andrevokessuchreleasewithin the time permittedby law to revokesuchreleasethenany sharef our commonstock
receivedin connectiorwith therestrictedstockunitsthatbecamevestedon suchterminationwill be cancelledandmust
bereturnedo LeggMason.Uponvesting,restrictedstockunits ceaseo be subjectto forfeiture. Subjectto theexceptions
discussederein,in the eventa namedexecutiveofficer hasa separatiorfrom servicefor anyreasorbeforeall of his or
herrestrictedstockunits havevested the unvestedestrictedstockunits will automaticallybe forfeited, however vested
but undistributedshareswill be distributed.If a namedexecutiveofficer retiresfrom Legg Mason,his or herrestricted
stockunitswill continueto vestin accordancevith theoriginal vestingscheduleaslong asheor shecontinueso meetthe
definition of retirementlf aretiredexecutiveofficer diesduringthe periodthatawardscontinueto vest,his or herawards
becomevestedandexercisablenthe dateLeggMasonbecomesiwareof thedeath.In orderto retirefor purpose®f our
restrictedstockunit grants,a namedexecutiveofficer mustbeatleast62 yearsold andmaynotrepresentin anycapacity
otherthanasanindependentlirector any financial servicescompanythat the Committeedeemsa competitorof Legg
Mason.

Underthetermsof theawardagreementggstrictedstockunitsvestupona’¢ Y2chamgeontroligily if, within 12 months
of thechangeof control,the namedexecutiveofficer is terminatedvithout causeor terminatesis or heremploymentor
goodreasonSeei¢ Y2Stasktionsighiovefor thedefinitionsof i¢ Y2cauaatfiyd2gaedsonigéédior theseawardsA i¢ ¥2change
of controlig¥teggMasonwill occurupon(l) anypersoracquiring directlyorindirectly, beneficialownershipof securities
representings0.1% or more of the combinedvoting power of our outstandingstock; (2) the closing of any meger,
consolidatioror otherreomganizationnvolving Legg Masonwherebythe stockholdersf LeggMasonimmediatelyprior
to suchreoiganizationdo not hold, directly or indirectly, morethan50% of the combinedvoting powerof the outstanding
stockof the successoentityimmediatelyfollowing suchtransaction(3) the closingof anytransactiorinvolving a saleof
asset®f LeggMasonthathaveatotal grossfair marketvalueequalto or morethan90%of thetotal grossfair marketvalue
of all of LeggMason&ga4sets(4) the adoptionof any planor proposalfor the liquidation or dissolutionof LeggMason;
or (5) within any 12-monthperiod,individualswho, asof May 15 of the grantyear, constitutethe Boardof Directorsof
LeggMasonor who arethereaftemominatedasdirectorsby a majority of the Boardof Directorsceasdor anyreasoro
constituteatleasta majority of the Board.Notwithstandinganythingto the contrary to the extentthat Sectior409Aof the
Code applieso anawardof restrictedstockunits,thedefinition of i¢, “2chaigeontroli giytheawardagreemenshallcontrol
for purposef vestinganaward,but shall not trigger a distributionunlessthe eventalsoconstitutesa changein control
within the meaningof Section409A(a)(2)(A)(v)of the Code.

Performance Share Units

Foradescriptiorof thetreatmenof unvestegerformancesharainitsundetheMergerAgreementpleaseseehediscussion
belowunderthe captioni¢ &gt of the MergerAgreement.iJ¥te descriptionof the termsof performanceshareunitsthat
follows herecoversthetermsof awardagreementfor suchunits. Performancehareunitsaredesignedo vestattheend
of a threeyear performanceperiod, if at all, subjectto the satisfactionof definedrelative performancecriteria. The
CompensatiolCommitteehasthe discretionto reducea payout.A pro rataportion of performanceshareunitsissuecdto a
namedexecutiveofficer will automaticallwestupon(1) thenamedexecutiveofficerig éeath;(2) terminationof thenamed
executiveofficerig&mploymentueto disability; or (3) terminationfollowing a changeof controlof LeggMason.Seethe
definitionof i¢, %2chamgeontroli gidoveunderthecaptioni¢ Y2RestricBtdckUnits.i&prorataportionof performancehare
unitsissuedio a namedexecutiveofficer will vestuponaterminationthatis notfor causean connectiorwith areduction
in workforce.ln suchcasethepayoutwill bemadeattheendof theperformanceeriod,atthelesseiof tagetor theamount
determinedaseduponthe satisfactiorof the relativeperformancecriteria at the endof the performanceperiod. Seethe
definition of i¢ Y2causbigéunderthe captioni¢ Y2Stdoktions.i&dbjectto the exceptiongliscussedherein,in theeventa
namedexecutiveofficerig mploymentendsfor any reasonbeforethe end of the performanceperiod, the unvested
performanceshareunitswill automaticallybeforfeited.If the namedexecutiveofficerig&mploymenendsbeforetheend
of the performanceperiodby reasorof retirementthe entirevalueof anearnedawardwill vestandbe paidatthe endof
theperformanceeriod,if anamedexecutiveofficerigétploymenendsheforetheendof theperformanceeriodby reason
of retirementandthe namedexecutiveofficer continuego meetthe definition of retirementln orderto retirefor purposes
of our performancehareunit grants,anamedexecutiveofficer mustbeatleast62 yearsold andmaynotrepresentin any
capacityotherthanasanindependendlirector anyfinancialservicessompanythatthe Committeedeemsa competitorof
LeggMasonlIf thenamedexecutiveofficer doesnotengagen competitiveactivity, thenumberof sharesssuablen respect
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of thevestedpro rataportionof theactualaward(asdeterminedasen satisfactiorof therelativeperformanceriteria)
will bepaidattheendof the performanceeriodandanyremainingperformanceshareunitswill beforfeited.

Deferred CashUnits

Unvesteddeferredcashunitsissuedto a namedexecutiveofficer employedby LeggMasonat the endof fiscal 2020wiill,
underthetermsof theawardagreementgutomaticallywestandcashrepresentetly suchwill bepaidtothenamedexecutive
officer upon(1) the completionof the Merger; (2) the namedexecutiveofficerig teath;(3) separatiorirom serviceof the
namedexecutiveofficer dueto disability; or (4) separatiofirom servicefollowing achangeof controlof LeggMasonother
thanthe Mergerasdiscussedbelow Cashwill bepaidto aU.S.namedexecutiveofficer in theamountof $1.00multiplied
by the numberof deferredcashunits held by the namedexecutiveofficer. Cashwill be paidto Mr. Johnsonanon-U.S.
namedexecutiveofficer, in the amountof the US Dollar Equivalent(definedasfollows) multiplied by the numberof
deferredcashunitsheldby him. Thei¢ %2D®llar Equivalentijsianamountin GBR thecurrencyin whichLeggMasonpays
Mr. Johnsorsbgsecompensationdeterminedy multiplying one (1) United StatesDollar by the United StatesDollar to
GBPexchangeatequotedby the ReuterdNorld CurrencyPagefor GBPat 11:00a.m.(Londontime) on the dateof grant
of thedeferredcashunits(or, in theeventsuchratedoesnotappeaion any Reutersiorld CurrencyPage py referenceo
suchotherpublicly availableservicefor displayingexchangeatesasmaybedesignatedby the CompensatioCommittee
of theLeggMasonBoardof Directors.

If anamedexecutiveofficerig Bmploymenterminatesiueto the eliminationof his or heremploymenin connectiorwith
areductionin workforceandsuchterminationof employments withouti¢ Y2caudbgii/asof thedateof suchtermination,
his or herunvestedawardwill be 100% vestedand cashrepresenteddy suchunitswill be paidto the namedexecutive
officer, calculatedasdescribedibove;provided howeverthatin theeventthatthe namedexecutiveofficer fails to signa
generakeleasef claimsprovidedby LeggMason,or signsandrevokessuchreleasawithin thetime permittedby law to
revokesuchreleasethenanycashreceivedn connectiowith thedeferredcashunitsthatbecamerestedbnsuchtermination
mustbe paid backto Legg Mason.Upon vesting,deferredcashunits ceaseto be subjectto forfeiture. Subjectto the
exceptiongliscussedherein,in the eventanamedexecutiveofficer hasa separatiorirom servicefor anyreasorbeforeall
of his or herdeferredcashunits havevestedthe unvestedieferredcashunitswill automaticallybeforfeited.If anamed
executiveofficerretiresfrom LeggMason hisor herdeferreccashunitswill continueto vestin accordancwiith theoriginal
vestingschedulaslongasheor shecontinuego meetthedefinition of retirementlf aretiredexecutiveofficer diesduring
the periodthatawardscontinueto vest,his or herawardsbecomevestedon the dateLegg Masonbecomeswareof the
death.In orderto retirefor purpose®f our deferredcashunit grants,a namedexecutiveofficer mustbe atleast62 years
old andmay notrepresentin any capacityotherthanasanindependentlirector anyfinancial servicescompanythatthe
Committeedeemsa competitorof LeggMason.

Underthetermsof the awardagreementgjeferredcashunitsvestuponai¢,¥2chamjeontroli giherthanthe Mergeronly
if, within 12 monthsof thechangeof control,the namedexecutiveofficer is terminatedvithout causeor terminateshis or
heremploymentor goodreason Seei¢ ¥2Stdoktionsigidovefor the definitionsof i¢Y%2causeidigv2gomdsoniygsedfor
theseawardsA i¢Y2chamfeontroligifzlegg Masondoesnot includethe Merger, but otherwisewill occurupon(1) any
personacquiring,directly or indirectly, beneficialownershipof securitiesrepresentindg0.1%or more of the combined
voting powerof our outstandingstock;(2) the closingof anymeiger, consolidatioror otherreoiganizatiorinvolving Legg
Masonwherebythestockholdersf LeggMasonimmediatelypriorto suchreomganizatiordonothold,directlyorindirectly,
morethan50%of thecombinedvoting powerof the outstandingstockof the successoentity immediatelyfollowing such
transaction(3) theclosingof anytransactiorninvolving a saleof asset®f Legg Masonthathavea total grossfair market
valueequalto or morethan90% of thetotal grossfair marketvalueof all of LeggMasonggdésets(4) theadoptionof any
planor proposafor theliquidationor dissolutionof LeggMason;or (5) within any 12-monthperiod,individualswho, as
of May 15 of thegrantyear constitutethe Boardof Directorsof LeggMasonor who arethereaftemominatedasdirectors
by amajority of theBoardof Directorsceasdor anyreasorto constituteatleasta majority of the Board.Notwithstanding
anythingtothecontrarytotheextenthatSectiord09A0f theCode applieso anawardof deferreccashunits,thedefinition
of i¢%changecontroligbzthe awardagreemenshall control for purposesf vestingan award, but shall not trigger a
distributionunlessthe eventalsoconstitutesa changein controlwithin the meaningof Section409A(a)(2)(A)(v)of the
Code.

SeveranceArrangements

Duringfiscalyear2019ourBoardof Directorsauthorizedarestructuringf theexecutivaeamin connectiorwith astrategic
restructuringor the purposeof reducingcostswherebytherolesof certainof our executiveofficers,includingtwo named
executiveofficers, were eliminatedas of Januaryl, 2020. During the periodin which the strategicrestructuringwas
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implementedandin light of thedisruptionto theexecutiveeamresultingfrom therestructuringit wasimportantfor Legg
Masontoretaintheservice®f its otherexecutiveofficersto maintainthestability of thecompanyandpromotethesuccessful
completiorof thestrategiaestructuringBecausef thisneed] eggMasonestablishednexecutiveseverancarrangement
for any executiveofficer whoseemployments terminatecby Legg Masonprior to SeptembeB0, 2020for any reason
otherthani¢, “2Cautasdéfinedin theseverancarrangementjncludingtheexecutiveofficerswhoseroleswereeliminated
asof Januaryl, 2020.This executiveseverancarrangementvasimplementednMay 21,2020by enteringinto transition
agreementsvith the departingexecutivesjncluding namedexecutiveofficers Ms. Cashmarand Mr. Hoops,and letter
agreementsvith our other executives,including namedexecutiveofficers Messrs.Sullivan, Johnson Merchantand
NachtweyandMs. Lattin.

Underthe termsof eachtransitionagreementvith the departingexecutivessubjectto the satisfactionof the termsand
conditiongntheagreementhedepartingexecutivesvereeligibletoreceiveaseverancpackagéthei¢, “2Severdhaekagei¢, 2)
consistingof: (1) (i) a cashpaymentof anamountequalto threeweeksof the executive$diadsesalaryfor everyyearof
service(with a minimum of 12 weeksanda maximumof 52 weeksof basesalary),and (ii) a pro-ratedcashincentive
paymentor the monthsworkedin theyearof the executive$ggparatior{9 months for departingemployees)whichwas
basedon actualincentivepaymentseceivedfor the mostrecentlycompletedfiscal year; (2) the continuedvestingand
expiration(asapplicable)of all of the executive$gigtstandingstockoptionsasif the executive$gimploymentontinued
throughthe expirationdateof suchstock optionsandthe continuedvestingof performanceshareunits pursuanto the
scheduleindapplicableperformancegoalsasif theexecutivesgvbploymentontinuedhroughtheapplicableperformance
period,in eachcaseunderthe applicableawardagreement(3) confirmationthatthe executiveigrmploymentermination
will betreatedasbeingpartof areductionin forcefor purposef all restrictedstockunits, which resultsin full vesting
of therestrictedstockunitsunderthetermsof theawards{4) outplacemergerviceand(5) aCOBRAsubsidyin accordance
with applicablelaw. In addition,underthe transitionagreementssachdepartingexecutiveofficer receiveda transition
paymenfor the periodfrom July 1, 2020throughJanuaryl, 2020equalto 50% of the executive$tdtal compensatioffior
fiscal year2020,pro ratedfor the six monthsworkedin thefiscal yearsinceJuly 1, 2020.

Underthetermsof eachof the letteragreementsvith our otherexecutivesif the executiveofficer is terminatecby Legg
Masonwithout i¢ ¥2Caugasgiéfinedin the letter agreementprior to SeptembeB0, 2020,the executivewill receivethe
sameSeverancé®ackagesthoseexecutivesvho enterednto the transitionagreementgbut notincluding the transition
payment).

Effect of the Merger Agreement
Underthetermsof the MergerAgreementstockoptions restrictedstockunitsandperformancehareunitswill betreated
asfollows uponthe completionof the memgertransaction:

Eachoutstandingstockoption,whethervestedor unvestedwill automatically(i) if the exercisepriceof suchstockoption
is equalto or greaterthanthe $50.00per sharememger consideration(the i¢,“2Njer Considerationi¢ téjminateand be
cancelledmmediatelyprior to theeffectivetime of thememer, withoutanyconsideratiobeingpayabldn respecthereof,
and(ii) if theexercisegriceof astockoptionis lessthantheMergerConsiderationterminateandbecancelledmmediately
prior to the effectivetime of the mergerandbe convertednto theright to receivea lump sumcashpaymentn anamount
equalto (A) the numberof sharef Legg Masoncommonstockunderlyingsuchstockoptionimmediatelyprior to the
effective time of the meiger, multiplied by (B) anamountequalto (x) the Merger Considerationminus(y) the exercise
price of suchstockoption,netof anytaxeswithheld.

Eachunvestedestrictedstockunit will automaticallyterminateandbe cancelledmmediatelyprior to the effectivetime

of thememgerandbeconvertednto theright to receivealump sumcashpaymenin anamountequalto (i) (A) theMerger

Considerationmultiplied by (B) the numberof sharef LeggMasoncommonstocksubjectto suchrestrictedstockunit

immediatelyprior to the effective time of the meiger, plus(ii) theamountof anyaccruedout unpaiddividendequivalent
rightsundersuchrestrictedstockunit, netof anytaxeswithheld.

Eachunvestegerformancehareunitwill automaticallyterminateandbecancelledmmediatelyprior to theeffectivetime
of the megerandbe convertednto the right to receivea lump sumcashpaymentin anamountequalto (i) the Merger
Considerationmultiplied by (ii) thetargetnumberof sharef Legg Masoncommonstocksubjectto suchperformance
shareunitimmediatelyprior to the effectivetime, netof anytaxeswithheld.
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Estimated Post-Termination PaymentsTable

Thefollowing tablesetsforth informationregardingpotentialaccelerate@gaymentso eachof ournamedexecutiveofficers
in theeventof aterminationof employmentupondeath disability or retirementor following a changeof controlof Legg
Mason.Forthe purpose®f thistable,amountsarecalculatedor Messrs Sullivan,Nachtwey JohnsorandMerchantand
Ms. Lattin asif the employmentermination,death disability or retirementor changeof control occurredon March 31,
2020.Two of our namedexecutiveofficers wereeligible to retire underthe termsof any awardas of March 31, 2020.
Amountsshownfor Ms. CashmamandMr. Hoopsreflectamountsactuallyreceivedn fiscalyear2020pursuanto severance
arrangementdescribedabove whentheir employmenendedeffectiveasof Januaryl, 2020.

Accelerated Accelerated

Accelerated Stock Restricted Performance
Options Stock Units Share Units

Name ¢ @ ($)
JosephA. Sullivan®
Upon Retiremef? 2,049,132 ® 8,033,969©® 12,693,283
UponTermination VA7) 8,033,969 [PRZ}
Upon Death or Disability 2,049,132 8,033,969 6,242,802 ®
Upon a Change in Contf3l 2,049,132 8,033,969 6,242,802
Peter H. Nachtwey
Upon Retiremert? 587,594 © 2,294,533 © 3,608,317
UponTermination [PAZ) 2,294,533 [PRZS
Upon Death or Disability 587,594 2,294,533 1,761,873®
Upon a Change in Contfdl 587,594 2,294,533 1,761,873
TerenceA. Johnson
UponTermination TeYe 1,436,923 ©® 1Y
Upon Death or Disability 720,735 1,436,923 1,141,885 ®
Upon a Change in Contf3| 720,735 1,436,923 1,141,885
Patricia Lattin
UponTermination [PAZ] 821,608 ® [PAZ}
Upon Death or Disability 57,145 821,608 286,424 ®
Upon a Change in Contf3l 57,145 821,608 286,424
Thomas C. Merchant™
UponTermination [PR7) 1,267,706 ® (PR
Upon Death or Disability 293,442 1,267,706 966,432 ©
Upon a Change in Contf3l 293,442 1,267,706 966,432
Frances L. Cashmaf®?
UponTermination [PAZ) 1,217,312 [PRZS
Thomas K. Hoop$®?
UponTermination [PAZ) 1,346,81 [PRZS

(1) Theamountdncludeunvestedin-the-moneystockoptionsthatwould immediatelyvestuponthelisted event Amountsarecalculatedby addingfor each
grantof unvestedin-the-moneyoptions theproductof thenumberof sharesinderlyingtheoptionsmultiplied by thedifferencebetweer$48.85theclosing
priceof our commonstockon March31,2020,which wasthelasttradingday of thefiscal year andthe exerciseprice.In addition,asof March31, 2020,
Mr. SullivanandMs. Cashmarheld$13,398,94@&nd$12,070respectivelyof in-the-moneyunexercisedvestedstockoptions(usingthe samemethodof
calculation)which canbeexercisedtanytime,includingfollowing termination(otherthanaterminationfor cause)deathor disability, achangeof control
or, for Mr. SullivanretirementThefollowing tablesummarizefiow the expirationdatesof stockoptionsmay changeuponaterminationof employment,
death disability, retirementor changeof control.
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Expiration Dates for Stock Options Expiration Upon Death or Expiration Upon Expiration Upon Termination Not for
Outstanding at March 31, 2020 Disability Retirement Cause, Death, Disability orRetirement
Ranging from May 16, 2021 - May 15, 2025Vested options expire on Vested options expire threAward agreements provide that vested
first anniversary of months after the last options expire three months after termination
termination as a result of vesting date that occurs  of employment for any reason other than
death or disabilityi¢ %2 during retirement, subject cause, death, disabiljtgr retirement;
to executivedgiémpliance extension until first anniversary of death if
with non-competition death occurs during post-employment
obligations exercise period. Severance arrangements

approved for executive fifers on May 20,
2019 modified the awards to provide for the
continued vesting and expiration (as
applicable) after termination of employment
for any reason other than death, disability

retirement or ¢, %causei¢, % of all of an executivei¢, %

outstanding stock options, as if the
executivessemployment continued through
the expiration date of such stock options.

Theamountsarecalculatedby multiplying theapplicablenumberof unvestedestrictedstockunitsheldby thenamedexecutiveofficer on March31,2020
by $48.85 the closingprice of our commonstockon March31,2020.

Messrs.Sullivan, Merchant,Hoopsand Mmes. Lattin and Cashmarwould alsoreceivedistributionsof their phantomstock accountsand/ordeferred
compensatiofund accountsyhich arenot subjectto vesting.Seethe discussiorunderi¢,¥2Non-QualifidferredCompensationédiéve.

Thedefinition of ¢ Yaretiremestiésamefor all typesof awardsandis derivedfrom thedefinitionin theLeggMason,Inc. Profit Sharingand401(k)Plan
andTrust,or asuccessoprovision.An executivebecomeeligible for retiremenuponhis or her62" birthday Seethediscussiorprecedinghistableunder
¢ Y2PotenBalyment®n Terminationor a Changeof Controlor Retirement.i¢, %

Representstock optionsfor Messrs.Sullivan and Nachtweyissuedin 2016 and 2017 that would continueto vestundertheir vestingschedulesipon
retirementprovidedthattheterminationof employmenttretiremenis without causeandthattheexecutivesignsanddeliversanon-competagreement
with Legg Masonanddoesnot engagen competitiveactivity asprovidedin thatagreementDuring retirement;f the executiveengagesn competitive
activity, the portion of stockoptionsthatareunvestedatthetime of suchactivity will beimmediatelyforfeited. In the eventof deathduringthe periodin
which unvestedstockoptionscontinueto vestafterretirementthe unvestedstockoptionswill becomel00%vested.

Representsestrictedstockunits thatimmediatelyvestupona terminationthatis not for causeor, for Messrs.SullivanandNachtweywould continueto
vestundertheirvestingschedulesiponretirementprovidedthattheterminationof employmengtretiremenis withoutcauseandthattheexecutivesigns
anddeliversa non-competagreementvith Legg Masonanddoesnotengagen competitiveactivity asprovidedin thatagreementDuring retirementjf
theexecutiveengage#n competitiveactivity, theportionof restrictedstockunitsthatareunvestedtthetime of suchactivity will beimmediatelyforfeited.
In the eventof deathduringthe periodin which unvestedestrictedstockunits continueto vestafter retirementthe unvestedestrictedstockunits will
becomel00%vestedasof the dateLeggMasonbecomeswareof thedeath.

Retiremenamountrepresentshe total numberof performanceshareunits at targetfor the May 2017 awardswhich werevaluedat 141%of tarmget,and
the total numberof performanceshareunits at tamget, for the May 2018awardswhich werevaluedat 125%,andthe total numberof performanceshare
unitsattargetfor theMay 2019awardswhichwerevaluedat 125%of target.Uponretirementtheentirevalueof theMay 2019,May 2018,andMay 2017
awardsattheendof therespectiveperformanceeriodswould vestandbe earnedandpaid out subjectto the determinatiorandcertificationof payoutby
the CompensatiolCommittee The May 2019and2018awardswerevaluedbasedon the TSR andorganicgrowthraterankingsat March 31, 2020.The
payoutfor the May 2017awardswastrackingat 141%of targetbasedon the TSR rankingsat March 31, 2020.Theseamountswverevestedandpaid out
following certificationby the Compensatiol©ommitteeat 105%of target.

Deathor disability amountsand changeof controlamountsrepresenthe productof the pro-rataportion of performanceshareunits at targetthatwould
immediatelyvestmultiplied by $48.85 the closingprice of our commonstockon March31, 2020.

Thedefinition of i¢ Y2chamdeontroli gifzLegg Masondiffersfor the acceleratiorof stockoptions,restrictedstockunits andperformanceshareunits. See
the discussiorprecedinghis tableunderi¢ ¥2PotenRBalymenton Terminationor a Changeof Controlor Retirement.igé stockoptions,restrictedstock
unitsandperformancehareunits,assumegerminationof employmenbnthechangeof controldatewithout causeor for goodreasorfor awardsor which

suchaterminationis a conditionto acceleratedestingfollowing a changeof control.

Severancarrangementapprovedor executiveofficers on May 20, 2019 modified unvestedstockoption awardsand performanceshareunit awardsto

providefor thecontinuedvestingandexpiration(asapplicablepf suchawardsafterterminationof employmentandfor acceleratiomf vestingof restricted
stockunit awardsuponterminationof employmentAs of Januaryl, 2020,all unvestedestrictedstockunit awardsheldby Ms. CashmarandMr. Hoops
were acceleratedn connectionwith Ms. Cashmars gvtd Mr. Hoopsigérminationof employmentAmountsshownin the table reflect awardsactually
accelerateénddistributedto Ms. CashmarandMr. Hoopsasof Januaryl, 2020.

CEO Pay Ratio

Our CEOpayratio is calculatedn accordancevith Item 402(u)of RegulationS-K, pursuanto a mandateof the Dodd-
FrankWall StreetReformand ConsumerProtectionAct, and providesa reasonablestimateof the ratio of our CEOg Y2
annualtotal compensatiomo the medianof theannualtotal compensationf all employee®f LeggMason,otherthanthe
CEO.

Mr.

Sullivanhadannualtotal compensatioffor fiscal year20200f $8,719,987sreflectedin the SummaryCompensation

Tableon pagel67.Our medianemployeesgrtnualtotal compensatiofior fiscal year2020was$180,500.The resulting
ratioof our CEOgAfnuakotal compensatioto theannuakotal compensationf ourmedianemployedor fiscal year2020
is48to 1.

Duringfiscalyear2020,LeggMasonmadeareductionin staf in connectiorwith astrategiaestructuringwhichresulted
in asignificantchangdo ouremployegopulationThereforeasof March31,2020,weidentifiedanewmedianemployee.
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We identifiedthemedianemployeeby reviewingthefiscal 2020salary(or wagesplusovertime asapplicablelandannual
cashbonuspaidto all employee®f LeggMasonandits subsidiariesvorldwide,excludingour CEO,whowereemployed
onMarch31,2020,whichis thelastdayof LeggMasongl&stcompletediscal year We includedemployeesvorking on
afull-time, part-time orinterimbasisaswell ascontractuaemployeegasdeterminedy thelegalframeworkin aparticular
jurisdictionfor contractuabtatus)We annualizedhebasesalary butnotthecashincentivepaidfor thefiscal year, for any
fulltime employeesvho werehiredin fiscal year2020but did not work for usfor the entirefiscal year However dueto
thetiming of thepaymenbf cashincentivesy oneof oursubsidiariesiye madeareasonablestimateof thecashincentives
paidfor thefiscal yearto employee®f thatsubsidiaryCostof living adjustmentsrenotsignificantandwerenotapplied.
In orderto facilitate anassessmertf all employeecompensatioin U.S. dollars,we appliedto the compensatiopaidto
ournon-U.S.employeeslocal currency-to-U.Sdollarexchangeateequalto theyearto datefor thetwelve-monthperiod
endedMarch31,2020 dividedbytwelve.Onceweidentifiedthemediaremployeewecalculatecdinnuatotalcompensation
for thatemployeeusingthe samemethodologywe usefor our NEOsasshownin the SummaryCompensatioifable.

Our CEO payratio is disclosedo comply with rulesadoptedunderthe Dodd-FrankWall StreetReformand Consumer
ProtectionAct andis notintendedasa measuref comparisorwith any othercompany

Compensation of Directors

Director CompensationTable

The following table provides information about the compensation earned by our non-employee directors during fiscal
year 2020.

All Other
Fees Earned or Stock Compensation
Name Paid in Cash ($§" Awards($) ($)@  Total ($)
Robert EAngelica 220,500 ® 74,984 @ igY2 295,484
CarolAnthony i¢%2Johni¢,% Davidson 225,875 6 125,012 ® 33,323 384,210
Edward PGarder” 250,833 ®® 149,980 ¥ i¢% 400,813
Michelle J. Goldbey 173,500 125,012 ® 13,301 311,813
Stephen C. Hoole§® 129,500 125,007 ™ icYs 254,507
Barry W. Huff *? 37,499 i g% 37,499
JohnV. Murphy 195,750 ® 125,012 ® i¢¥ 320,762
Nelson PeltZ” 240,833 9® 149,980 W icY% 390,813
Alison A. Quirk 180,500 125,012 ® i¢% 305,512
W. Allen Reed®? 36,999 i¢ e ic¥% 36,999
Margaret Milner Richardsof? 31,692 i Ve 23,701 55,393
Kurt L. Schmoké™? 28,008 i¢ e 30,085 58,093

(1) In addition, non-employee directors receive reimbursement of actual expenses incurred for attendance at meetings or participating in company business.

(2) Represents dividend equivalents paid on restricted stock units and reinvested in additional restricted stock units.

(3) Includes $50,000 paid as a portion of the annual award under the Legg Mason, Inc. Non-Employee Director Equity Plan.

(4) Includes value of 1,965 shares of common stock granted on July 30, 2019 as a portion of the annual award under the Legg Mason, Inc. Non-Employee
Director Equity Plan.

(5) Includes $18,750 paid to Mbavidson and $6,250 paid to Mdurphy for the Lead Independent Director Retainer

(6) Represents value of 3,276 restricted stock units or common stock granted on July 30, 2019 for the annual award under the Legg Mason, Inc. Non-
Employee Director Equity Plan.

(7) Messrs. Garden and Peltz were appointed to the Board of Diredentvef May 20, 2019.

(8) Includes $50,000 paid as an appointment award under the Legg Mason, Inc. Non-Employee Director Equity Plan.

(9) Includes value of 2,028 shares of common stock granted on June 20, 2019 as an appointment award under the Legg Mason, Inc. Non-Employee Director
after Messrs. Garden and Peltz joined the Board.

(10) Mr. Hooley was appointed to the Board of Directofeative July 30, 2019.

(11) Represents value of 3,396 shares of common stock granfashast 30, 2019 as an appointment award under the Legg Mason, Inc. Non-Employee
Director Equity Plan after MHooley joined the Board.

(12) Messrs. Huf Reed, Schmoke and Ms. Richardson's terms as directors expired on July 30, 2019. MekfRedduSchmoke and Ms. Richardson's
reported compensation reflects amount received during fiscal year 2020 through the end of their Board service.
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As of March 31, 2020, two of our non-employee directors held the following restricted stock units:

Name Number of Restricted Stock Units
CarolAnthony i¢Y¥2Johni¢, % Davidson 23,789
Michelle J. Goldbey 10,451

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS.

We havelistedbelow asof March31,2020(exceptasotherwiseindicated) the beneficialownershipof Sharedy (i)i¢ ¥2each
of ourdirectors(ii)i¢, 2eatburipgmedexecutivefficerd Jui thefiscalyearendedViarchi¢, ¥28120,(iii) all of ourdirectors
andexecutiveofficersasa groupand(iv)i¢, 2e@eiisonknown by usto be the beneficialownerof morethanfive percent
(5%) of the numberof outstandingSharesThe tableis basedon informationwe receivedfrom the directors,executive
officersandfilings madewith the SEC.We arenot awareof any otherbeneficialownerof morethanfive percent(5%) of

the numberof outstandingSharesas of March 31, 2020. Unlessotherwiseindicated,eachof our directorsandigi#med
executiveofficerg¢fas(a)i¢, VslaenebusinesaddresasLeggMasonand(b)i¢, “2sokestmentandvoting poweroverall of
thesharedhathe or shebeneficiallyowns.All Sharenumbershavebeenroundedo the nearestvhole number

Common Percent of
Stock Outstanding
Beneficial%/ Commgn
Name of Owner Owned™( Stock®
BlackRock, Inc. 8,290,080 ® 9.4%%
Vanguard 7,821,495 8.91%
Nelson Peltz 3,881,704 ** 4.4%
Ed Garden 3,881,704 ** 4.42%%
JosephA. Sullivan 1,988,81 ©© 2.2M%
Peter H. Nachtwey 266,676 © *
TerenceA. Johnson 236,470 ® *
Thomas C. Merchant 148,733 © *
Patricia Lattin 62,238 © *
Thomas K. Hoops*** 50,357 © *
JohnV. Murphy 31,450 *
RobertAngelica 27,772 *
CarolAnthony ("John") Davidson 26,789 *
Frances L. Cashman*** 21,729 ®
Michelle J. Goldbeg 10,451 ) *
Alison A. Quirk 7,237 *
Stephen Hooley 3,396 *
All curr ent executive officers and diectors as a goup (13 persons) 6,691,727 7.620

*  Less than one percent (1%).

**  TheseSharesare ownedby certainfundsandinvestmentvehicles(which we referto astheiJ¥#an Funds¢ ¥ianagedy Trian, aninstitutional
investmentmanagerandTrian.Noneof suchSharesrehelddirectlyby Mr.i¢ Y2Peltiir.i¢ Y2GardgitheShare®wnedby theTrianFunds 3,881,704
sharesareheldin commingledmaigin accountsvith aprimebroker Mr.i¢ V2PakziMr.i¢ Y2Gardesmemberof Trian FundManagemenGP, LLC,
which is the generalpartnerof Trian, andthereforearein a positionto determinethe investmentandvoting decisiongmadeby Trian on its own
behalfandon behalfof the Trian Funds Accordingly, eachof Mr.i¢, “2PaltzlMr.i¢ Y2Gardery bedeemedo indirectly beneficiallyown (asthatterm
is definedin Rulei¢¥213d-3i¢ therttlahangeAct) the Sharesownedby the Trian Fundsand Trian. Eachof Mr.i¢ Y2Pelte Mr.i¢ Y2Gardestlaims
beneficialownershipof suchSharedor all otherpurposes.

*x Ms.i¢ Y2CasharahMr.i¢ Y2Hobgrsninatedheir employmentwith the Companyeffective Januaryi¢ 2020.

iV
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Except as otherwise indicated and except for Shares held by members of an indifaduigligt/4n trust, all Shares are held with sole

dispositive and voting power
Includes, for the individuals listed belpthe following number of Shares subject to Company Options exercisable within sixty (60)i¢%days from

March 31, 2020:

Number of

Name Shares

JoseplA. Sullivan 1,139,584
TerencéA. Johnson 67,144
Peter H. Nachtwey 47,106
Thomas K. Hoops 38,557
Frances Cashman 21,729
Thomas C. Merchant 21,505
Patricia Lattin 5,628
All curr ent executive officers and diectors as a goup (13 persons) 1,280,697

Also includesfor the individualslisted below the following numberof deferredbut vestedCompanyRestrictedStock Units. Includedin these
numbersaredeferredawardsthatwill be distributedin April 2020for i¢,%2MesSullivan, Nachtwey andMerchanti¢ teimamountof 9,445,2,527
and1,093sharesrespectivelyRestrictedStockUnits arenot heldwith voting rightsandcannotbetransferred.

Number of
Name Shares
JoseplA. Sullivan 195,541
Peter H. Nachtwey 14,591
Thomas C. Merchant 20,078
All curr ent executive officers and diectors as a goup (13 persons) 230,010

RepresentShareseldby BlackRock,Inc., 40 East52ndStreetNew York, NY 10022,in its capacityasinvestmentdvisor All of the Sharesare
heldwith soledispositivepowerandnoneof the Sharesareheldwith shareddispositivepower 7,940,0855haresareheldwith solevoting power
andnoneare held with sharedvoting power The numberof Sharesn the precedingnformationis basedupona Schedulel3G reportfiled by
BlackRock,Inc. reportingownershipasof Decemberi¢ ¥2819.The percentagearebasedon Legg Masongg@atstandingharesasof March 31,
2020.

RepresentShareseldby TheVanguardGroup,100VanguardBoulevard Malvern,PA 19355,in its capacityasinvestmentdvisor 7,777,180f
theSharesareheldwith soledispositivepowerand44,313of the Sharesareheldwith sharedlispositivepower 42,8030f the Sharesareheldwith
solevoting powerand12,258areheldwith sharedsoting power Thenumberof Sharesn the precedingnformationis basedupona Schedulel 3G
reportfiled by TheVanguardGroupreportingownershipasof Decemberi¢, 12819.Thepercentagearebasecn LeggMasonggatstandinghares
asof March31,2020.

Includes, for the individuals listed belpthe following number of unvested Company Restricted Stock Units. Company Restricted Stock Units
are not held with voting rights and cannot be transferred.
Number of
Restricted
Name Stock Units
JoseplA. Sullivan 103,083
Peter H. Nachtwey 29,485
Thomas C. Merchant 16,557
TerencéA. Johnson 16,508
Patricia Lattin 9,417

Doesnotinclude6,620.03unitsof the LeggMasonCommonStockFundheldin the LeggMasonProfit Sharingand401(k) PlanandTrustwhich
translateanto 4,406.89Shares.

Includes, for the individuals listed belpthe following number of Company Restricted Stock Units. Company Restricted Stock Units are
payable on a one-fane basis in Shares within sixty (60) days of the date on which the individual stops serving as a director of Legg Mason.
Number of
Restricted
Name Stock Units
CarolAnthony "John" Davidson 23,789
Michelle J. Goldbey 10,451
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Equity CompensationPlan Information

The following table provides information about our equity compensation plansviesdif 31, 2020
@ (b) ()

Number of securities
remaining available for
futur e issuance under

Number of securities to Weighted-average equity compensation

be issued upon exaise exercise price of plans (excluding

of outstanding options, outstanding options, securities reflected in
Plan category warrants and rights warrants and rights column (a))

Equity compensation plans

approved by L . a4

stockholders 6,977,045 $ 4141 @ 8,349,362 ¥
Equity compensation plans

not approved by

stockholders [PRZ) [PAZ) [PARZ)
Total 6,977,045 $ 41.41 8,349,362 ¥

(1) Includes427,094sharesof Legg MasonCommonStock (i¢, 2Comniocki¢ #gtareheldin a trustpendingdistributionof phantomstockunits.
Thephantonstockunits,whichareconvertednto share®f CommorStockonaone-foronebasisupondistribution,weregrantedo planparticipants
upontheirdeferralof compensationr dividendspaidonphantonstockunits.Whenamountsaredeferredparticipantseceiveanumberof phantom
stockunitsequalto thedeferrecamountdividedby 90%to 95%of thefair marketvalueof ashareof CommonStock Alsoincludes34,240restricted
stockunitsgrantedo non-employeelirectorsasequitycompensatiothatareconvertednto shareof CommonStockon aone-foronebasisupon

distribution.
(2) Weighted-averagexercisgricedoesnotincludephantorrstockunitsor restrictedstockunitsthatwill beconvertednto CommonStockonaone-

for-onebasisupondistributionat no additionalcost,andweregrantedasdescribedn footnote(1).

(3) Inaddition,201,125haref CommonStockmaybeissuedundertheLeggMason& Co,LLC DeferredCompensation/Phanto8tockPlanupon
thedistributionof phantomstockunitsthatmaybe acquiredn the futureasdescribedn footnote(1).

(4) 6,331,15%f thesesharesnay beissuedunderour omnibusequity planasstockoptions,restrictedor unrestrictedstockgrantsor any otherform
of equitycompensation102,014of thesesharesnaybeissuedunderthe LeggMason,Inc. Equity Planfor Non-EmployeeDirectorsasgrantsof
stockor restrictedstockunits.1,916,193f thesesharesnaybepurchasedinderour employeestockpurchaselan,which acquiregheshareghat
arepurchasedhereundem theopenmarket.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECT ORINDEPENDENCE.

Under our written policies and proceduresegardingrelatedparty transactionsthe Nominating& Corporate
Governancé&Committeemustapproveall relatedparty transactiondetweerLegg Masonor oneof its subsidiarieanda
director executiveofficer or immediatefamily memberof a directoror executiveofficer that would be requiredto be
disclosedn our proxy statementsThe policy alsoauthorizeghe Chairmanof the Nominating& CorporateGovernance
Committeeto approve or reject,proposedelatedpartytransactionsubjectto ratificationby thefull committeeatits next
regularlyscheduleaneeting.TheNominating& CorporateGovernanc€ommitteeusests businesgudgmentin deciding
whetherto approverelatedparty transactions.

In the ordinary courseof their assetmanagemenbusinesseg;ertainof our subsidiariesnay from time to time
investclientasseti companies whichTrianFundManagement,.P. (i¢ ¥dni ¢ %8 affiliatesoritsfundsmaybesignificant
stockholdersTrian beneficiallyheld 4.5%of our outstandingcommonstockasof March31,2020.

Certainfunds managedby EnTrust Global (i¢, ¥2E0$t Global Fundsi¢ bgve madeinvestmentsand/or capital
contributiongn certainfundsandinvestmentehicles(the’i¢, ¥idn Fundsigitgnagedby Trianandcertainmanagemerdnd
incentivefeeshavebeenpaidor allocatedby the Trian Fundsto Trian andits affiliatesin connectiorwith thoseinvestments
and/orcapital contributions.Mr. Peltz,as CEO and a FoundingPartnerof Trian, and Mr. Garden,as Chief Investment
OfficerandaFoundingPartneof Trian,andcertainof eachof theirrespectivémmediatamily memberioldaneconomic
interestin Trianandcertainotheraffiliates which areentitledto feespaidor allocatedn connectiorwith investmentand/
or capital contributionsmadeby EnTrust Global Funds. During the fiscal yearendedMarch 31, 2020, therewere an
aggregatef $5,006,150n managemerdndincentivefeespaid or allocatedby the Trian fundsto Trian andits affiliates
in connectionwith EnTrustGlobal clientsigitestments.
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From time to time, our directors,executiveofficers and employeesmembersof their immediatefamilies and
companiesaffiliates of companiesr investmentvehiclesmanagedy companiegshatemployor areassociatedvith our
directorsmay haveinvestmentsn variousinvestmenivehiclesor accountssponsorear managedy our subsidiarier
utilize our productsor servicesn theordinarycourseof busines®n substantialljthe sametermsasthoseprevailingat the
time for comparablgroductsor servicegprovidedto unafiliated third parties.

ITEM 14. PRINCIPAL ACCOUNTANT FEESAND SERVICES.
Thefollowing table presentdeesfor professionakervicesenderedoy PricewaterhouseCoopelt P for the auditof our

consolidatedinancial statementsor thefiscal yearsendedMarch 31, 2020andMarch 31, 2019andfeesbilled for other
servicegenderedy PricewaterhouseCoopdrkP duringthoseperiods.

2020 2019
Audit Fee§’ $ 7,494,000 $ 7,096,000
Audit-Related Fedd 1,060,000 1,257,000
Tax FeeS) 1,120,000 1,330,000
All Other Fee¥ 813,000 877,000
Total Fees $ 10,487,000 $ 10,560,000

(1) Audit feesconsistedf feesfor theannualaudit,includinganauditof internalcontrolsoverfinancialreportingandquarterlyreviewsof ourfinancial
statementsandservicegrovidedfor statutoryauditsof certainsubsidiaries.

(2) Audit-relatedfeesconsistedf feesfor assurancandrelatedserviceghatarereasonablyelatedto the performancenf the auditor review of our
financial statementsattestservicesrelatedto compliancewith investmentperformancestandardsfeesfor reviewsof controlsrelatedto certain
processeatassemanagemergubsidiarieandservicegprovidedin connectiorwith otherstatutoryor regulatoryfilings or engagementsicluding
consentselatedto SECfilings.

(3) Taxfeesconsistegrimarily of tax adviceandcomplianceor domesticandinternationaimatters.

(4) All otherfeesincludedcustodyauditsatcertainsubsidiariesindauditandtaxserviceof consolidatedhvestmentehiclesandduediligencereviews.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES.

(a) Documents filed as a part of the report:

Report
Consol
Consol
Consol
Consol
Consol
Notes t

of the S

21

3.1
3.2
3.3

4.3

4.4

4.5

4.6

4.7

1. The following consolidated financial statements are included in Itemi¢,%28 of this Report:

Page Number
in this Report

of Independent Registered PuBlacounting Firm 84
idated Balance Sheets 87
idated Statements of Income (Loss) 88
idated Statements of Comprehensive Income (LosS) 89
idated Statements of Changes in Stockholders' Equity 90
idated Statements of Cash Flows 91
0 Consolidated Financial Statements 93

All schedules to the consolidated financial statements for which provision is made in the accounting regulations
EC are not applicable or are not required and therefore have been omitted.

3. Exhibits

Agreement and Plan of Mg, dated as of February 17, 2020, by and among Franklin Resources, Inc., Legg Mason,
Inc. andAlpha Sub, Inc. (incorporated by reference to Legg MasGuigéht Report on Form 8-K for the events on
February 17, 2020)

Avrticles of Incorporation of Legg Mason, as amended (incorporated by reference to Legg Mason's Current
Report on Formi¢,¥28-K for the event on July 2%, 201

Legg Mason, IncAmended and Restated Bylaws (incorporated by reference to Legg Mason's Current Report
on Formi¢%28-K for the event on June 12, 2018)

FirstAmendment to thAmended and Restated Bylaws. (incorporated by reference to Legg M&sorépt/Report
on Form 8-K for the events on February 17, 2020)

Legg Mason hereby agrees, pursuant to Itemi¢¥2601(b)(4)(iii))(A) of Regulationi¢¥2S-K, to furnish to the SEC upo
request a copy of each instrument with respect to the rights of holders of long-term debt of Legg Mason and its
subsidiaries.

Form of Indenture for Senior Securities between Legg Mason, Inc., as IsstdreaBenk of Newrork
Mellon, asTrustee (incorporated by reference to Exhibit 4(a) to Legg MasBeigjgtration Statement
(Registration No. 333-193321) on Form S-3 dated January 13, 2014)

First Supplemental Indenture, dated as of January 22, 2014, between Legg Mason, Tine, Bewk of New
York Mellon, as trustee (incorporated by reference to Legg Mason's Current Report on Form 8-K filed on
January 22, 2014 )

Form of 5.625% Senior Note due 2044 (incorporated by reference to Legg Mason's Current Report on Form 8-
K filed on January 22, 2014 )

Second Supplemental Indenture, dated as of June 26, 2014, between Legg Mason,The. Bamk of New
York Mellon, as trustee (incorporated by reference to Legg Mason's Current Report on Form 8-K filed on June
26, 2014)

4.8 Third Supplemental Indenture, dated as of June 26, 2014, between Legg Mason, Hoe Badk of New

York Mellon, as trustee (incorporated by reference to Legg Mason's Current Report on Form 8-K filed on June
26, 2014)

4.10 Form of 3.950% Senior Note due 2024 (incorporated by reference to Legg Mason's Current Report on Form

4.1

8-K filed on June 26, 2014)

Form of 5.625% Senior Note due 2044 (incorporated by reference to Legg Mason's Current Report on Form
8-K filed on June 26, 2014 )
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4.12 Base Indenture for Senior Notes between Legg Mason, Inc., as stiEne Bank of Newrork Mellon, as
Trustee (incorporated by reference to Exhibit 4.1 to the Comp&egisitation Statement (Registration No.
333-209616) on Form S-3ASR, dated February 19, 2016)

4.13 Fourth Supplemental Indenture, dated as of March 22, 2016, between Legg Mason, Inc.,, as\t5=uer
Bank NewYork Mellon, asTrustee (incorporated by reference to Legg Mason's Current Report on Form 8-K
filed on March 22, 2016 )

4.14 Form of 4.750% Senior Note due 2026 (incorporated by reference to Legg Mason's Current Report on Form 8-
K filed on March 22, 2016 )

4.15 Form of Indenture for Junior Subordinated Notes between Legg Mason, Inc., as Isstiee 8aak of New
York Mellon, asTrustee (incorporated by reference to Exhibit 4.2 to the Comp&egisitation Statement
(Registration No. 333-209616) on Form S-3ASR, dated February 19, 2016)

4.16 First Supplemental Indenture, dated as of March 14, 2016, between Legg Mason, Inc.,,ani$EherBank
New York Mellon, asTrustee (incorporated by reference to Legg Mason's Current Report on Form 8-K filed on
March 14, 2016)

4.17 Form of 6.375% Junior Subordinated Note due 2056 (incorporated by reference to Legg Mason's Current
Report on Form 8-K filed on March 14, 2016 )

4.18 Second Supplemental Indenture, dated asuglst 8, 2016, between Legg Mason, Inc., as IssneiThe
Bank NewYork Mellon, asTrustee (incorporated by reference to Legg Mason's Current Report on Form 8-K
filed onAugust 8, 2016 )

4.19 Form of 5.45% Junior Subordinated Note due 2056 (incorporated by reference to Legg Mason's Current Report
on Form 8-K filed orAugust 8, 2016 )

10.1 Legg Mason,i¢¥zInc. Non-Employee Director Equity Plan, as amended (incorporated by rafavendixfo
to the definitive proxy statement for Legg Mason's 28dBual Meeting of Stockholders)*

10.2 Form of Common Stock GraAtvard Letter under the Legg Mason,i¢¥2Inc. Non-Employee Director Equity Plan
(incorporated by reference to Legg Mason's Quarterly Report on Formi¢,%210-Q for the quarter ended
Septemberi¢ %230, 2005)*

10.3 Form of Restricted Stock Unit Gradvvard Letter under the Legg Mason,i¢¥2Inc. Non-Employee Director Equity
Plan (incorporated by reference to Legg Mason's Quarterly Report on Formi¢%210-Q for the quarter ended
Septemberi¢ Y230, 2005)*

10.4 Legg Mason, Inc. 2017 Equity Incentive Plan (incorporated by referedqmandixA to the definitive proxy
statement for Legg Mason's 20A@nual Meeting of Stockholders)*

10.5 Legg Masoni¢ ¥&i¢%Co.,i¢¥%LLC Deferred Compensation/Phantom Stock Plan, as amended (incorporated by re
to Legg Mason'dsnnual Report on Formi¢,%210-K for the year ended Marchi¢ %231, 2009)*

10.6 Legg Mason,i¢YzInc. Executive Incentive Compensation Plan (incorporated by ref@medixi ta the
definitive proxy statement for Legg Mason's 2@vhual Meeting of Stockholders)*

10.7 Legg Mason,i¢YzInc. 1996 Equity Incentive Plan, as amended (incorporated by réfepemctxig ta the
definitive proxy statement for Legg Mason's 2@&hnual Meeting of Stockholders)*

10.8 Form of Non-Qualified Stock Optiofsgreement under the Legg Mason,i¢%Inc. 1996 Equity Incentive Plan
(incorporated by reference to Legg Masdémsual Report on Formi¢¥210-K for the fiscal year ended March 31,
2015)*

10.9 Non-Qualified Stock OptioAgreement dated as of May 2, 2013 between Legg Mason, Inc. and 3oseph
Sullivan (incorporated by reference to Legg Mason's Current Report on Form 8-K for the event on May 2,
2013)*

10.10 Form of Restricted Stock Unkgreement under the Legg Mason,i¢YzInc. 1996 Equity Incentive Plan
(Incorporated by reference to Legg Masdmisual Report on Form 10-K for the year ended March 31, 2016)*

10.11 Form of Restricted Stock Undtgreement for Non-U.S. Resident Executive under the Legg Mason,i¢Y2Inc. 1996
Equity Incentive Plan, (Incorporated by reference to Legg Masonsal Report on Form 10-K for the year
ended March 31, 2016)*

10.12 Form of Restricted Stock Unftgreement under the Legg Mason, Inc. 1996 Equity Incentive Plan
(incorporated by reference to Legg Mason's Quarterly Report on Form 10-Q for the quarter ended June 30,
2017)*

10.13 Form of Restricted Stock Undtigreement for Non-U.S. Resident Executive under the Legg Mason, Inc. 1996
Equity Incentive Plan (incorporated by reference to Legg MasQuéterly Report on Form 10-Q for the
guarter ended June 30, 2017)*

10.14 Form of Performance Share UAivardAgreement (incorporated by reference to Legg MasQniaferly
Report on Form 10-Q for the quarter ended June 30, 2017)*
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10.15 Form of Restricted Stock Unftgreement under the Legg Mason, Inc. 2017 Equity Incentive Plan
(incorporated by reference to the Legg Masonual Report on Form 10-K for the fiscal year ended March
31, 2018)*

10.16 Form of Restricted Stock Undtgreement for Non-U.S. Resident Executive under the Legg Mason, Inc. 2017
Equity Incentive Plan (incorporated by reference to the Legg Masional Report on Form 10-K for the
fiscal year ended March 31, 2018)*

10.17 Form of Performance Share UAivardAgreement (incorporated by reference to the Legg MAsomial
Report on Form 10-K for the fiscal year ended March 31, 2018)*

10.18 Form of LettetAgreement with Executives (incorporated by reference to the Legg Masaral Report on
Form 10-K for the fiscal year ended March 31, 2019)*

10.19 Form ofTransitionAgreement with Executives (incorporated by reference to the Legg Masaal Report
on Form 10-K for the fiscal year ended March 31, 2019)*

10.20 LeaseAgreement, datedugusti¢ %216, 2006, between Legg Mason and FQ\#gigy2LLC (incorporated by
reference to Legg Mason's Quarterly Report on Formi¢¥210-Q for the quarter ended Septemberi¢, 230, 2006)

10.21 CreditAgreement, dated as of June 27, 2012, between Legg Mason, Inc., as Borrower; Citibank, N.A., as
AdministrativeAgent; The Bank of Newrork Mellon and State Street Bank afdist Companyas Joint
Documentatiomgents; and the other banks party thereto (incorporated by reference to Legg Mason's Current
Report on Form 8-K filed on June 28, 2012)

10.22 Incremental Revolving Facilithgreement, dated as of January 31, 2014, among Legg Mason, Inc., as
Borrower Citibank, N.A., a\dministrativeAgent, and the other banks party thereto (incorporated by
reference to Legg Mason's Current Report on Form 8-K filed on February 4, 2014)

10.23 Legg Mason, Inc. Deferred Compensation Fund Plan, amended and red¢atidceeSeptember 1, 2014
(incorporated by reference to Legg Mason's Quarterly Report on Form 10-Q for the quarter ended September
30, 2014)*

10.24 Form of director's service agreement daitpdl 1, 2013 between Legg Mason & Co (UK) Limited and
Terence Johnson, (incorporated by reference to Legg Masumsl Report on Form 10-K for the year ended
March 31, 2013)*

10.25 Form of director's service agreement datpdl 1, 2015 between Legg Mason & Co (UK) Limited and Ursula
Schliessler (incorporated by reference to Legg Magomisial Report on Form 10-K for the year ended March
31, 2015)*

10.26 CreditAgreement, dated as of December 29, 2015, between Legg Mason, Inc., as Borrower; Citibank, N.A., as
AdministrativeAgent; and the other banks party thereto (incorporated by reference to Legg Mason's Current
Report on Form 8-K filed on December 31, 2015)

10.27 FirstAmendment, dated as of March 31, 2016, to the Chaglitement, dated as of December 29, 2015, by
and among Legg Mason, Inc., as Borravigtibank, N.A., ag\dministrativeAgent, and each of the lenders
from time to time party thereto (incorporated by reference to Legg Mason's Current Report on Form 8-K filed
onApril 1, 2016)

10.28 SecondAmendment, dated as of September 7, 2016, to the Gmgdiement, dated as of December 29, 2015
(as amended by the Filsinendment to the Creditgreement, dated as of March 31, 2016), by and among
Legg Mason, Inc., as BorroweZitibank, N.A., a®\dministrativeAgent, and each of the lenders from time to
time pa;ty thereto (incorporated by reference to Legg Mason's Current Report on Form 8-K filed on September
7,2016

10.29 Third Amendment, dated as of March 31, 2017, to the Chapidement, dated as of December 29, 2015 (as
amended by the Firstmendment to the Creditgreement, dated as of March 31, 2016, and the Second
Amendment to the Creditgreement, dated as of September 7, 2016), by and among Legg Mason, Inc., as
Borrower Citibank, N.A., a®\dministrativeAgent, and each of the lenders from time to time party thereto
(incorporated by reference to Legg Mason's Current Report on Form 8-K filed on March 31, 2017)

10.30 TransactiorAgreement, dated as of January 22, 2016, by and amonggtR&rmal Group Holdings LLC, a
Delaware limited liability companyEPPartners Holdings LLC, a Delaware limited liability compa@iA
Onshore GR.LC, a Delaware limited liability compangnd GH ERHoldings LLC, a Delaware limited
liability company and EnistPermal LLC, a Delaware limited liability compaapnd solely for certain
purposes specified therein, i¢,%2Gregg S. Hymowitz and Legg Mason, Inc. (incorporated by reference to Legg
Mason's Quarterly Report on Form 10-Q filed on February 9, 2016)

10.31 Form of Retention Lettekgreement with each Peter H. Nachtwigtricia Lattin andhomas C. Merchant
(incorporated by reference to Legg Maso@ig¥ent Report on Form 8-K for the eventdpnil 29, 2020)*

10.32 Form of Non-Competitiodgreement by and between Joséplsullivan and Legg Mason, Inc. (incorporated by
reference to Legg Masan@irent Report on Form 8-K for the eventApnil 29, 2020)*
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10.33 Form of Retention Lettekgreement with Joseph. Sullivan (incorporated by reference to Legg Masdiigient
Report on Form 8-K for the events April 29, 2020)*

10.34 Form of Retention Lettekgreement withTerenceA. Johnson (incorporated by reference to Legg MasGuiigént
Report on Form 8-K for the events April 29, 2020)*

10.35 Form of Deferred Cash Urdigreement for U.S. Executives, filed herewith*
10.36 Form of Deferred Cash Unfigreement for non-U.S. Executives, filed herewith*
21 Subsidiaries of the Comparfiled herewith
23 Consent of Independent Registered Pubticounting Firm, filed herewith
31.1 Certification of Chief Executive @€ter, filed herewith
31.2 Certification of Principal Financial @€er, filed herewith

32.1 Certification of Chief Executive @€er pursuant to 18 U.S.C. Sectioni¢%21350, as adopted pursuant to
Sectioni¢, %2906 of the SarbanesAxxlef2002, filed herewith

32.2 Certification of Principal Financial @¢er pursuant to 18 U.S.C. Sectioni¢ %1350, as adopted pursuant to
Sectioni¢, %2906 of the SarbanesAztlefy2002, filed herewith

101 Financial statements from tA@nual Report on Formi¢,%210-K of Legg Mason,i¢ zInc. for the year ended Marchi¢, v
2020, filed on May 28, 2020, formatted in Inline XBRL.: (i)i¢,%2the Consolidated Balance Sheets, (ii)i¢,%the
Consolidated Statements of Income (Loss), (iii)i¢,%the Consolidated Statements of Comprehensive Income
(Loss), (iv) the Consolidated Statements of Changes in Stockholders', Eg)igy-the Consolidated Statements
of Cash Flows and (vi)i¢,%the Notes to Consolidated Financial Statements taggedhe detiihce
document does not appear in the interactive data file because its tdgRare embedded within the Inline
XBRL document.

104 The cover page f thisnnual Report on Form 10-K for the year ended March 31, 2020, filed with the SEC on
May 28, 2020 is formatted in Inline XBRL.

*  These exhibits are management contracts or compensatory plans or arrangements.
ITEM 16. FORM 10-K SUMMAR Y.

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exéltdio§d 934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

LEGG MASON, INC.

By: /s/ Josepl. Sullivan
JosephA. Sullivan, Chairman, President and Chief
Executive Officer

Date: May 28, 2020

Pursuant to the requirements of the Securities Exchactgef 1934, this report has been signed below by the
following persons on behalf of the registrant in the capacities and on the dates indicated.

Signature Title Date

Chairman, President and Chief Executivéi€@f (Principal
/sl Joseph. Sullivan iE&¢ecutive Oficer) May 28, 2020

JosephA. Sullivan

Chief Financial Oficer and Senior Executiwdicei¢ ¥2President
/sl Peter H. Nachtwey i§Principal Financial an@ccountingi¢ ¥gef) May 28, 2020

Peter H. Nachtwey

/sl RobertAngelica i§itector ¢ % May 28, 2020
Robert E. Angelica

/sl CarolA. Davidson TBitector [P May 28, 2020
Carol A. Davidson

/sl Stephen C. Hooley i§itector [PAZ] May 28, 2020
Stephen C. Hooley

/sl Edward PGarden Director May 28, 2020
Edward P. Garden

/sl Michelle J. Goldbey iPitector May 28, 2020
Michelle J. Goldberg

/s/ JohnV. Murphy iPitector T¢Y May 28, 2020
John V. Murphy

/s/ Nelson Peltz Director May 28, 2020
Nelson Peltz

/sl Alison A. Quirk Director [PAZ] May 28, 2020
Alison A. Quirk

192



	Cover Page 10K
	Table of Contents 10K
	Forward-Looking Statements
	PART I
	Item 1. Business
	Item 1a. Risk Factors
	Item 1b. Unresolved Staff Comments
	Item 2. Properties
	Item 3. Legal Proceedings
	Item 4. Mine Safety Disclosures

	PART II
	Item 5. Market for Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
	Item 6. Selected Financial Data
	Item 7. Management Discussion and Analysis
	Executive Overview
	Business Environment
	Assets Under Management
	Investment Performance
	Results of Operations
	Supplemental Non-GAAP Financial Information
	Liquidity and Capital Resources
	Contractual Obligations and Contingent Payments
	Market Risk
	Critical Accounting Policies
	Recent Accounting Developments
	Item 7a. Quantitative and Qualitative Disclosures about Market Risk

	Item 8.  Financial Statements and Supplementary Data
	Report of Management on Internal Control Over Financial Reporting
	Report of Independent Registered Public Accounting Firm
	Consolidated Financial Statements
	Consolidated Balance Sheets
	Consolidated Statements of Income (Loss)
	Consolidated Statements of Comprehensive Income (Loss)
	Consolidated Statements of Changes in Stockholders' Equity
	Consolidated Statements of Cash Flows

	Notes to Consolidated Financial Statements
	1. Significant Accounting Policies
	2. Acquisitions
	3. Investments and Fair Value of Assets and Liabilities
	4. Fixed Assets
	5. Intangible Assets and Goodwill
	6. Short-term Borrowings and Long-Term Debt
	7. Income Taxes
	8. Leases
	9. Commitments and Contingencies
	10. Employee Benefits
	11. Capital Stock
	12. Stock-Based Compensation
	13. Revenue
	14. Earnings Per Share
	15. Accumulated Other Comprehensive Income
	16. Noncontrolling Interests
	17. Derivatives and Hedging
	18. Strategic Restructuring
	19. Business Segment Information
	20. Variable Interest Entities and Consolidation of Investment Vehicles
	21. Subsequent Event
	Quarterly Financial Data


	Item 9. Changes In and Disagreements with Accountants on Accounting and Financial Disclosure
	Item 9a. Controls and Procedures
	Item 9b. Other Information

	PART III
	Item 10. Directors, Executive Officers and Corporate Governance
	Item 11. Executive Compensation
	Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
	Item 13. Certain Relationships and Related Transactions, and Director Independence
	Item 14. Principal Accountant Fees and Services

	PART IV
	Item 15. Exhibits and Financial Statement Schedules
	Item 16. Form 10-K Summary

	Signatures

