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PROSPECTUS

LEGG MASON, INC.
OFFER TO EXCHANGE

SHARES OF COMMON STOCK PLUS CASH

FOR

UP TO 21,850,000 UNITS OF ITS OUTSTANDING EQUITY UNITS

IN THE FORM OF CORPORATE UNITS, STATED AMOUNT $50.00 PER UNIT

(CUSIP No. 524901303)

THE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE AT 12:01 A.M., NEW YORK CITY TIME, ON AUGUST 12, 2009,
UNLESS THE OFFER IS EXTENDED BY US (SUCH DATE AND TIME, AS THE OFFER MAY BE EXTENDED, THE
�EXPIRATION DATE�). TENDERS MAY NOT BE WITHDRAWN AFTER THE CORPORATE UNITS HAVE BEEN ACCEPTED
FOR EXCHANGE.

Upon the terms and subject to the conditions set forth in this prospectus (as supplemented or amended, this �prospectus�) and the related letter of
transmittal (as supplemented or amended, the �letter of transmittal�), Legg Mason, Inc. (�Legg Mason�) is offering to exchange up to 21,850,000, or
95%, of its outstanding Equity Units, stated amount $50.00 per unit (the �Equity Units�), in the form of Corporate Units (the �Corporate Units�),
comprised of (i) a purchase contract (the �purchase contract�) obligating the holder to purchase from Legg Mason shares of Legg Mason�s
common stock, par value $0.10 per share (the �common stock�), and (ii) a 1/20 or 5.0% undivided beneficial ownership interest in $1,000 principal
amount of Legg Mason�s 5.6% senior notes due June 30, 2021 (the �senior notes�), for 0.8881 of a share of Legg Mason common stock and
$6.25 in cash per Corporate Unit (the �offer consideration�).

The number of validly tendered and not withdrawn Corporate Units Legg Mason will accept in the offer will be prorated if (a) more than
21,850,000 Corporate Units are tendered or (b) Legg Mason shall have concluded based on discussions with the New York Stock Exchange that
the Corporate Units are likely to be de-listed as a result of the acceptance by Legg Mason of all Corporate Units validly tendered and not
withdrawn in the offer.

Legg Mason is only offering to exchange Corporate Units in the offer. Legg Mason is not offering to exchange any Equity Units in the form of
Treasury Units (�Treasury Units�).

The closing of the offer is conditioned upon the satisfaction or waiver of certain conditions. See �Description of the Offer�Conditions to the Offer.�
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As of August 3, 2009, 23,000,000 Corporate Units were outstanding. The Corporate Units are listed for trading on the New York Stock
Exchange under the symbol LMI. Our common stock is traded on the New York Stock Exchange under the symbol �LM.� The last reported sale
price of our common stock on August 6, 2009, was $28.25 per share. We expect that the shares of our common stock to be issued in the
exchange offer will be approved for listing on the New York Stock Exchange, subject to official notice of the issuance.

You should carefully consider the �Risk Factors� beginning on page 13 of this prospectus before you decide whether or not to participate
in the offer.

You must make your own decision whether to tender in the exchange offer, and, if so, the number of Corporate Units to tender. Neither
we, the dealer managers, the information and exchange agent nor any other person is making any recommendation as to whether or not
you should tender your Corporate Units for exchange in the exchange offer.

We are not asking you for a proxy and you are requested not to send us a proxy.

Neither the offer nor the common stock portion of the offer consideration offered hereby have been approved or disapproved by the
Securities and Exchange Commission (the �SEC�) or any state securities commission, nor has the SEC or any state securities commission
passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is unlawful and is a criminal offense in the
United States.

The dealer managers for the exchange offer are:

Citi Banc of America Securities LLC J.P. Morgan
Structuring Agent

THE DATE OF THIS PROSPECTUS IS AUGUST 12, 2009
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We are incorporating by reference into this prospectus important business and financial information that is not included in or delivered with this
prospectus. This information is available without charge to security holders upon written or oral request. Requests should be directed to Legg
Mason, Inc., 100 International Drive, Baltimore, MD 21202, Attn: Corporate Secretary, (410) 539-0000 or (877) 534-4627. In order to ensure
timely delivery of such documents, security holders must request this information no later than five business days before the date they
must make their investment decision. Accordingly, any request for documents should be made by August 4, 2009 to ensure timely
delivery of the documents prior to the expiration of the exchange offer.

You should rely only on the information contained or incorporated by reference in this document. We have not authorized anyone to provide you
with information that is different. You should assume that the information contained or incorporated by reference in this prospectus is accurate
only as of the date of this prospectus or the date of the document incorporated by reference, as applicable. We are not making an offer of the
securities included in the offer consideration in any jurisdiction where the offer is not permitted.

i
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FORWARD-LOOKING STATEMENTS

We have made in this prospectus, and from time to time may otherwise make in our public filings, press releases and statements by our
management, �forward-looking statements�, including information relating to anticipated growth in revenues or earnings per share, anticipated
changes in our business or in the amount of our client assets under management (AUM), anticipated future performance of our business,
anticipated future investment performance of our subsidiaries, our expected future net client cash flows, anticipated expense levels, changes in
expenses, the expected effects of acquisitions and expectations regarding financial market conditions. The words or phrases �can be,� �may be,�
�expects,� �may affect,� �may depend,� �believes,� �estimate,� �project,� �anticipate� and similar words and phrases are intended to identify such
forward-looking statements. Such forward-looking statements are subject to various known and unknown risks and uncertainties and we caution
readers that any forward-looking information provided by or on behalf of Legg Mason is not a guarantee of future performance.

Actual results may differ materially from those in forward-looking information as a result of various factors, some of which are beyond our
control, including but not limited to those discussed below and those discussed under the heading �Risk Factors� and elsewhere in this prospectus
and our other public filings, press releases and statements by our management. Due to such risks, uncertainties and other factors, we caution
each person receiving such forward-looking information not to place undue reliance on such statements. Further, such forward-looking
statements speak only as of the date on which such statements are made, and we undertake no obligations, except as required by law in
connection with the offer, to update any forward-looking statement to reflect events or circumstances after the date on which such statement is
made or to reflect the occurrence of unanticipated events.

Our future revenues may fluctuate due to numerous factors, such as: the total value and composition of AUM; the volatility and general level of
securities prices and interest rates; the relative investment performance of company-sponsored investment funds and other asset management
products compared with competing offerings and market indices; investor sentiment and confidence; general economic conditions; our ability to
maintain investment management and administrative fees at current levels; competitive conditions in our business; the ability to attract and
retain key personnel and the effects of acquisitions, including prior acquisitions. Our future operating results are also dependent upon the level of
operating expenses, which are subject to fluctuation for the following or other reasons: variations in the level of compensation expense incurred
as a result of changes in the number of total employees, competitive factors, changes in the percentages of revenues paid as compensation or
other reasons; variations in expenses and capital costs, including depreciation, amortization and other non-cash charges incurred by us to
maintain our administrative infrastructure; unanticipated costs that may be incurred by Legg Mason from time to time to protect client goodwill,
to otherwise support investment products or in connection with litigation or regulatory proceedings; and the effects of acquisitions and
dispositions.

Our business is also subject to substantial governmental regulation and changes in legal, regulatory, accounting, tax and compliance
requirements that may have a substantial effect on our business and results of operations.

AVAILABLE INFORMATION

We have filed with the SEC a registration statement on Form S-4 under the Securities Act of 1933, as amended (the �Securities Act�), to register
the shares of our common stock offered by this prospectus. This prospectus does not contain all of the information included in the registration
statement and the exhibits to the registration statement. We strongly encourage you to read carefully the registration statement and the exhibits to
the registration statement.

Any statement made in this prospectus concerning the contents of any contract, agreement or other document is only a summary of the actual
contract, agreement or other document. If we have filed any contract, agreement or other document as an exhibit to the registration statement,
you should read the exhibit for a more complete understanding of the document or matter involved. Each statement regarding a contract,
agreement or other document is qualified in its entirety by reference to the actual document.

ii
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We currently file reports and other information with the SEC in accordance with the Securities Exchange Act of 1934, as amended (the
�Exchange Act�). Such reports and other information (including the documents incorporated by reference into this prospectus) may be inspected
and copied at the Public Reference Room of the SEC at 100 F Street, NE, Washington, DC 20549. You may obtain information on the operation
of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC also maintains a site on the World Wide Web
(http://www.sec.gov) that contains reports, proxy statements and other information regarding companies like Legg Mason that file electronically
with the SEC.

Copies of the materials referred to in the preceding paragraph, as well as copies of this prospectus and any current amendment or supplement to
the offer, may also be obtained from the information and exchange agent at its address set forth on the back cover of this prospectus.

iii
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DOCUMENTS INCORPORATED BY REFERENCE

The SEC allows us to �incorporate by reference� information into this prospectus. This means that we can disclose important information to you
by referring you to another document filed separately with the SEC. The information incorporated by reference is deemed to be part of this
document, except for any information that is superseded by subsequently incorporated documents or by information that is included directly in
this prospectus.

Because we are incorporating by reference future filings with the SEC, this prospectus is continually updated and filings may modify or
supersede some of the information included or incorporated in this prospectus. This means that you must look at all of the SEC filings that we
incorporate by reference to determine if any of the statements in this prospectus or in any document previously incorporated by reference have
been modified or superseded. We incorporate by reference the documents listed below and any future filings we make with the SEC under
Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act until the exchange offer described herein has been completed:

� Our Annual Report on Form 10-K for the year ended March 31, 2009, which we filed on May 29, 2009, including portions of the proxy
statement filed on June 22, 2009 in connection with the 2009 annual meeting of stockholders to the extent specifically incorporated by
reference therein, as amended by our Current Report on Form 8-K, which we filed on August 5, 2009;

� Our Quarterly Report on Form 10-Q for the quarter ended June 30, 2009, which we filed on August 5, 2009;

� Our Current Reports on Form 8-K filed on June 10, 2009 and August 5, 2009; and

� The description of our common stock contained in Amendment No. 6 to our Registration Statement on Form 8-A, filed on
September 29, 2006 and any amendment or report filed under the Exchange Act for the purpose of updating such description.

We do not incorporate by reference documents or information furnished to, but not filed with, the SEC.

The information and exchange agent will provide without charge to each person to whom this prospectus is delivered upon the request of such
person, a copy of any or all of the documents incorporated herein by reference, other than exhibits to such documents (unless such exhibits are
specifically incorporated by reference into such documents). Requests for such documents should be directed to the information and exchange
agent at its address set forth on the back cover of this prospectus.

iv
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SUMMARY

This summary highlights certain significant aspects of Legg Mason�s business contained elsewhere or incorporated by reference in this
prospectus. As a result, it does not contain all of the information that you should consider before making a decision as to whether or not to
participate in the exchange offer. You should carefully read this entire prospectus and the documents incorporated into it by reference, including
the �Risk Factors� section and the financial data and related notes, before making your decision. Except as otherwise specified, the terms
�Legg Mason,� �the Company,� �we,� �our,� �ours� and �us� refer to Legg Mason, Inc. and its subsidiaries and �common stock� refers to
our common stock, $0.10 par value per share.

Legg Mason

Legg Mason is a global asset management company. Acting through our subsidiaries, we provide investment management and related services
to institutional and individual clients, company-sponsored mutual funds and other pooled investment vehicles. We offer these products and
services directly and through various financial intermediaries. We operate our business as two divisions: Americas and International. Within
each division, we provide services through a number of asset managers, each of which is an individual business that generally markets its
products and services under its own brand name and, in many cases, distributes retail products and services through a centralized retail
distribution network.

Legg Mason, Inc. was incorporated in Maryland in 1981 to serve as a holding company for its various subsidiaries. The predecessor companies
to Legg Mason trace back to Legg & Co., a Maryland-based broker-dealer formed in 1899. Our subsequent growth has occurred primarily
through internal expansion and the acquisition of asset management and broker-dealer firms. In December 2005, Legg Mason completed a
transaction in which it sold its broker-dealer businesses to concentrate on its asset management business.

Purpose of the Exchange Offer

The purpose of this exchange offer is to increase our equity capital levels and reduce the amount of our outstanding debt and related interest
expense. We do not believe there is a reasonable likelihood that the offer will, and it is not the purpose of the offer to, either directly or
indirectly, cause the Corporate Units to be de-listed from the New York Stock Exchange.

Sources of Payment of the Offer Consideration

Assuming the exchange offer is subscribed in full and 21,850,000 Corporate Units are validly tendered and accepted for exchange, we will need
approximately $136.6 million in cash to fund the cash portion of the offer consideration. We will use cash on hand to make these payments.
There are no alternative financing arrangements for the exchange offer. The shares of our common stock to be issued in the exchange offer are
available from our authorized but unissued shares of common stock.

1
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Summary Terms of the Exchange Offer

The following summary is provided solely for the convenience of holders of Corporate Units. This summary is not intended to be complete and is
qualified in its entirety by reference to, and should be read in conjunction with, the information appearing elsewhere or incorporated by
reference in this prospectus. Holders of Corporate Units are urged to read this prospectus in its entirety.

Offeror Legg Mason Inc., a Maryland corporation.

Securities Subject to the Offer Up to 21,850,000, or 95%, of our Corporate Units.

The Offer We are offering to exchange up to 21,850,000 of our outstanding Corporate Units held by
all holders for the offer consideration of 0.8881 of a share of our common stock and
$6.25 in cash per Corporate Unit upon the terms and subject to the conditions set forth in
this prospectus and the accompanying letter of transmittal. The offer is not conditioned
on any minimum number of Corporate Units being tendered.

We will not make a separate payment for accrued and unpaid interest or accrued and unpaid contract adjustment payments in respect of tendered
Corporate Units.

We will not issue fractional shares of our common stock in the exchange offer, and cash will be paid in lieu of any fractional shares. See
�Description of the Offer�Terms of the Offer.�

Proration of Tendered Corporate Units If more than an aggregate of 21,850,000 Corporate Units are validly tendered and not
withdrawn prior to the expiration date, we will accept an aggregate of not more than
21,850,000 Corporate Units from all holders who validly tender Corporate Units,
prorated among the tendering holders. If we conclude based on discussions with the
New York Stock Exchange that the Corporate Units are likely to be de-listed as a result
of our acceptance of all Corporate Units validly tendered and not withdrawn in the offer,
we will accept a pro rata number of the Corporate Units tendered in the offer to ensure
that the Corporate Units continue to be listed on the New York Stock Exchange. Any
Corporate Units tendered but not accepted because of proration will be returned to you.
See �Description of the Offer�Priority of Exchanges and Proration.�

Accrued and Unpaid Contract Adjustment
Payments with respect to the Purchase Contracts
and Accrued and Unpaid Interest Payments with
respect to the Senior Notes

The only cash component of the offer consideration will be $6.25 per Corporate Unit. We
will not make a separate payment for accrued and unpaid contract adjustment payments
or accrued and unpaid interest payments. See �Description of the Offer�Accrued and
Unpaid Interest and Contract Adjustment Payments.�

2
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Holders Eligible to Participate in the Offer All holders of the Corporate Units are eligible to participate in the offer. See �Description
of the Offer�Terms of the Offer.�

Market Value of the Corporate Units The Corporate Units are listed and traded on the New York Stock Exchange under the
symbol �LMI.� On August 6, 2009, the last reported sale price per Corporate Unit was
$31.33. Legg Mason urges you to obtain current market price information for the
Corporate Units before deciding whether to participate in the offer. For trading
information regarding such securities, you may contact the information and exchange
agent at the telephone number set forth on the back cover of this prospectus. See
�Description of the Offer�Market and Trading Information.�

Treasury Units Legg Mason is not offering to purchase any Treasury Units. If you own Treasury Units
and you desire to participate in the offer, you may recreate Corporate Units from your
Treasury Units, and then tender the recreated Corporate Units. You may contact the
information and exchange agent at the telephone number set forth on the back cover of
this prospectus for more information on how to recreate Corporate Units from Treasury
Units in order to participate in the offer. See �Description of the Offer�Terms of the Offer.�

Expiration Date The offer will expire at 12:01 a.m., New York City time, on August 12, 2009, unless
extended by us (such date and time, as the same may be extended, the �expiration date�).
We, in our sole discretion, may extend the expiration date for the offer for any purpose,
including in order to permit the satisfaction or waiver of any or all conditions to the offer.
See �Description of the Offer�Expiration Date� and �Description of the Offer�Extension,
Termination or Amendment.�

Guaranteed Delivery Procedures If you wish to tender your Corporate Units and you cannot deliver your required
documents to the information and exchange agent on time, you may tender your
Corporate Units according to the guaranteed delivery procedures described under the
caption �Description of the Offer�Procedures for Tendering Corporate Units�Guaranteed
Delivery.�

Withdrawal You may withdraw previously tendered Corporate Units at any time before the expiration
date. In addition, you may withdraw any Corporate Units that you tender that are not
accepted by us for exchange after the expiration of 40 business days after the
commencement of the offer.

3
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To withdraw previously-tendered Corporate Units, you are required to submit a notice of withdrawal to the information and exchange agent, in
accordance with the procedures described herein and in the letter of transmittal. See �Description of the Offer�Withdrawal of Tenders.�

Settlement Date The settlement date of the offer will be promptly following the expiration date.

Purpose of the Offer We are making this offer to increase our equity capital levels and reduce the amount of
our outstanding debt and related interest expense. See �Summary�Purpose of the Offer.�

Conditions to the Offer Legg Mason�s obligation to accept for exchange Corporate Units validly tendered and not
validly withdrawn is subject to, and conditioned upon, the satisfaction of, or where
applicable, the waiver of, the following:

�the effectiveness of the registration statement of which this prospectus forms a part;
and

�the other conditions described in �Description of the Offer�Conditions to the Offer.�
The exchange offer is not conditioned upon any minimum number of Corporate Units being tendered.

Amendment and Termination Legg Mason has the right to terminate or withdraw, in its sole discretion, the offer at any
time and for any reason if the conditions to the offer are not met by the expiration date.
Legg Mason reserves the right, subject to applicable law, (i) to waive any and all of the
conditions of the offer on or prior to the expiration date and (ii) to amend the terms of the
offer. In the event that the offer is terminated, withdrawn or otherwise not consummated
on or prior to the expiration date, no consideration will be paid or become payable to
holders who have properly tendered their Corporate Units pursuant to the offer. In any
such event, the Corporate Units previously tendered pursuant to the offer will be
promptly returned to the tendering holders. See �Description of the Offer�Extension,
Termination or Amendment.�

How to Tender Corporate Units If your Corporate Units are registered in the name of a broker, dealer, commercial bank,
trust company or other nominee, you should contact that registered holder promptly and
instruct him, her or it to tender your Corporate Units on your behalf. If you are a
Depositary Trust Company (�DTC�) participant, you may electronically transmit your
acceptance through DTC�s Automated Tender Offer Program (�ATOP�). See �Description
of the Offer�Procedures for Tendering Corporate Units.� For further information on how to
tender Corporate Units, contact the information and exchange agent at the telephone
number set forth on the back cover of this prospectus or consult your broker, dealer,
commercial bank, trust company or other nominee for assistance.

4
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Risks of Failure to Tender Corporate Units not exchanged in the offer will remain outstanding after the
consummation of the offer. If we become subject to a bankruptcy or similar proceeding
prior to the maturity of the senior notes, you may ultimately receive less than the cash
amount you would have received had you tendered your Corporate Units for the offer
consideration. In addition, if a sufficiently large number of Corporate Units do not remain
outstanding after the offer, the trading market for the remaining Corporate Units may be
less liquid and more sporadic, potentially resulting in a market price for the Corporate
Units that is lower or more volatile. For a further description of the risks of failing to
exchange your Corporate Units, see �Risk Factors�Risks Related to Holding Corporate
Units after the Exchange Offer.�

No Appraisal Rights No appraisal or dissenters� rights are available to holders of the Corporate Units under
applicable law. See �Description of the Offer�Terms of the Offer.�

Risk Factors Your decision whether to participate in the offer and to exchange the Corporate Units for
the offer consideration will involve risk. You should be aware of and carefully consider
the risk factors set forth in �Risk Factors,� along with all of the other information provided
or referred to in this prospectus and the documents incorporated by reference herein,
before deciding whether to participate in the offer.

Market; Trading Our common stock and the Corporate Units are traded on the New York Stock Exchange
under the symbols �LM� and �LMI,� respectively. The last reported sale prices of our
common stock and Corporate Units on August 6, 2009, were $28.25 and $31.33,
respectively. We expect that the shares of our common stock to be issued in the exchange
offer will be approved for listing on the New York Stock Exchange, subject to official
notice of the issuance.

Material U.S. Federal Income Tax Considerations The exchange of a Corporate Unit for shares of our common stock plus cash pursuant to
the exchange offer will be a taxable event for U.S. federal income tax purposes, subject to
potential nonrecognition treatment with respect to the senior note under the rules
governing corporate recapitalizations. Very generally, gain or loss will be separately
calculated with respect to the senior note and purchase contract comprising each
Corporate Unit. The manner in which such gain or loss is calculated, however, is unclear
due to the absence of authority addressing the same or substantially similar transactions.
We intend to treat the exchange of your Corporate Units for shares of our common stock
plus cash pursuant to the exchange offer as a termination of the purchase contract for an
amount deemed paid to us reflecting the relief of your obligation under the purchase
contract and a retirement of the senior note in exchange for common stock, cash (other
than the portion of such cash that is properly allocable to the purchase contract, including
accrued and unpaid contract adjustment payments) and the deemed amount paid to us
reflecting the relief of your obligation under the purchase contract. For a summary of the

5
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material U.S. federal income tax considerations of the offer, which is based on the
opinion of Shearman & Sterling LLP, our federal tax counsel, see �Material U.S. Federal
Income Tax Considerations.� You should consult your own tax advisor for a full
understanding of the tax consequences of participating in the offer.

Dealer Managers Citigroup Global Markets Inc., Banc of America Securities LLC and J.P. Morgan
Securities Inc. are serving as dealer managers in connection with the exchange offer. The
Dealer Managers� contact information appears on the back cover of this prospectus.

Brokerage Commissions No brokerage commissions are payable by the holders of the Corporate Units to the
dealer managers, the information and exchange agent or us. If your Corporate Units are
held through a broker or other nominee who tenders the Corporate Units on your behalf,
your broker or nominee may charge you a commission for doing so. You should consult
with your broker or nominee to determine whether any charges will apply. See
�Description of the Offer.�

Information and Exchange Agent MacKenzie Partners, Inc. is the information and exchange agent for the offer. Its address
and telephone numbers are listed on the back cover page of this prospectus. See �Dealer
Managers and Information and Exchange Agent.�

Further Information If you have questions about the terms of the exchange offer, please contact the dealer
managers. If you have questions regarding the procedures for tendering Corporate Units
in the exchange offer or require assistance in tendering your Corporate Units, please
contact the information and exchange agent. The contact information for the dealer
managers and the information and exchange agent are set forth on the back cover page of
this prospectus. See also �Available Information.�

6
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QUESTIONS AND ANSWERS ABOUT THE EXCHANGE OFFER

These answers to questions that you may have as a holder of our Corporate Units are highlights of selected information included elsewhere or
incorporated by reference in this prospectus. To fully understand the exchange offer and the other considerations that may be important to your
decision about whether to participate in it, you should carefully read this prospectus in its entirety, including the section entitled �Risk
Factors,� as well as the information incorporated by reference in this prospectus. See �Available Information� and �Documents Incorporated
by Reference.�

Why is Legg Mason making the exchange offer?

We are making this offer to increase our equity capital levels and reduce the amount of our outstanding debt and related interest expense.

What number of Corporate Units is being sought in the offer?

We are offering to exchange up to an aggregate of 21,850,000, or 95%, of our outstanding Corporate Units.

What will participating Corporate Units holders receive in the offer?

For each Corporate Unit that you validly tender and that we accept for exchange, you will receive 0.8881 of a share of our common stock plus
$6.25 in cash. There will not be a separate payment for accrued and unpaid contract adjustment payments or accrued and unpaid interest
payments.

Our common stock and the Corporate Units are listed on the New York Stock Exchange under the symbols �LM� and �LMI,� respectively. The last
reported sale prices per share of our common stock and per Corporate Unit on the New York Stock Exchange were $28.25 and $31.34,
respectively, on August 6, 2009.

We will not issue fractional shares of common stock upon exchange of the Corporate Units in the exchange offer. Instead, we will pay cash for
all fractional shares based upon the closing price per share of our common stock on the business day immediately preceding the expiration date.
See �Description of the Offer�Terms of the Offer.�

If I participate by tendering my Corporate Units, will I receive the quarterly contract adjustment payments and interest payments that
are payable after the expiration date?

No. If your Corporate Units are validly tendered and accepted for exchange, you will lose your right to receive payments with respect to your
Corporate Units to be made after completion of the offer. If you validly tender Corporate Units and they are accepted for exchange, you will
receive 0.8881 of a share of our common stock and $6.25 per Corporate Unit, and we will not make a separate payment for any accrued and
unpaid contract adjustment payments with respect to the purchase contract or any accrued and unpaid interest with respect to the senior notes.

How does the number of shares of common stock I will receive if I tender my Corporate Units compare to the number of shares of
common stock I would receive on the Corporate Units if I do not tender?

If you participate in the offer and we accept your validly tendered Corporate Units for exchange, you will receive, for each such Corporate Unit,
0.8881 of a share of our common stock and $6.25 in cash on the settlement date.

If you do not participate in the offer and hold your Corporate Units until June 30, 2011, you will receive (subject to anti-dilution adjustments),
for each Corporate Unit, between 0.7401 and 0.8881 of a share of our common stock depending on the adjusted applicable market value of our
common stock and quarterly cash payments of $0.875 on each March 30, June 30, September 30 and December 30 that total $7.00 in aggregate.
See �Comparison of Rights of Holders of Corporate Units and Holders of Legg Mason Common Stock�Exchange.�

7
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How does the cash payment I will receive if I tender my Corporate Units compare to the payments I would receive on the Corporate
Units if I do not tender?

If you participate in the offer and we accept your validly tendered Corporate Units for exchange, you will receive, for each such Corporate Unit,
0.8881 of a share of our common stock and $6.25 in cash on the settlement date. In addition, you will be entitled to receive cash dividends on
our common stock if, when and as may be declared by our board of directors from time to time on or after the settlement date.

If you do not participate in the offer, you will be entitled to receive $0.875 for each Corporate Unit on each of September 30 and December 30,
2009 and March 30, June 30, September 30 and December 30, 2010 and March 30 and June 30, 2011, on which you continue to hold Corporate
Units, which totals $7.00 in aggregate. Except as described below, you will receive no further quarterly payments after June 30, 2011 (the
�purchase contract settlement date�). If you cash settle your purchase contract, you retain your senior note and there is a failed remarketing, then
you will be entitled to receive quarterly interest payments at the rate of 5.6% per year until June 30, 2021 (but not the quarterly contract
adjustment payments, which terminate on the purchase contract settlement date). If you cash settle your purchase contract, you retain your senior
note and there is a successful remarketing, then you will be entitled to receive semi-annual interest payments at the �reset rate,� as determined by
the remarketing agent with such reset rate becoming effective on the purchase contract settlement date, until June 30, 2021 (or such earlier
maturity date which shall be not earlier than December 30, 2013 as we may elect in connection with a successful remarketing) (but not the
quarterly contract adjustment payments, which terminate on the purchase contract settlement date). If the notes have not been successfully
remarketed, the interest rate on the notes will not be reset and you will have the right to put your notes to us on the purchase contract settlement
date at a put price equal to $1,000 per note ($50 per applicable Corporate Unit) plus accrued and unpaid interest. Unless you have settled the
related purchase contracts with separate cash, you will be deemed to have elected to apply a portion of the proceeds of the put price equal to the
principal amount of the notes underlying such Corporate Units against your obligations to us under the related purchase contracts, thereby
satisfying such obligations in full, and we will deliver to you our common stock pursuant to the related purchase contracts. You will be entitled
to receive cash dividends on our common stock if, when and as may be declared by our board of directors from time to time on or after the
purchase contract settlement date, only after satisfying your stock purchase obligations under the purchase contracts on the purchase contract
settlement date. See �Comparison of Rights of Holders of Corporate Units and Holders of Legg Mason Common Stock�Dividends/Distributions.�

How will Legg Mason fund the cash portion of the offer consideration?

Assuming full participation, we will need approximately $136.6 million in cash to fund the cash portion of the offer consideration. We will use
cash on hand to make these payments.

Do I have a choice in whether to tender my Corporate Units?

Yes. Holders of Corporate Units are not required to tender their Corporate Units pursuant to this offer.

May I tender only a portion of the Corporate Units that I hold?

Yes. You do not have to tender all of your Corporate Units to participate in the offer.

Is the offer subject to conditions?

Yes. The offer is subject to conditions, which we may waive. If any of the conditions is not satisfied or waived, we will not accept and exchange
any validly tendered Corporate Units. For more information regarding the conditions to the offer, see the section of this prospectus entitled
�Description of the Offer�Conditions to the Offer.�

How do I tender my Corporate Units?

If your Corporate Units are registered in the name of a broker, dealer, commercial bank, trust company or other nominee, you should contact that
registered holder promptly and instruct him, her or it to tender your
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Corporate Units on your behalf. If you are a DTC participant, you may electronically transmit your acceptance through ATOP. See �Description
of the Offer�Procedures for Tendering Corporate Units.�

What happens if some or all of my Corporate Units are not accepted for exchange?

If we decide for any reason not to accept some or all of your Corporate Units, the Corporate Units not accepted by us will be returned to you, at
our expense, promptly after the expiration or termination of the offer. In the case of Corporate Units tendered by book-entry transfer into the
information and exchange agent�s account at DTC, DTC will credit any validly withdrawn or unaccepted Corporate Units to your account at
DTC. For more information, see the section of this prospectus entitled �Description of the Offer�Procedures for Tendering Corporate Units.�

Until when may I withdraw previously-tendered Corporate Units?

If not previously returned, you may withdraw previously-tendered Corporate Units at any time until the offer has expired, that is, 12:01 a.m.,
New York City time, on August 12, 2009, unless extended or earlier terminated by us. In addition, you may withdraw any Corporate Units that
you tender that are not accepted for exchange by us after the expiration of 40 business days from the commencement of the offer. For more
information, see the section of this prospectus entitled �Description of the Offer�Withdrawals of Tenders.�

How do I withdraw previously tendered Corporate Units?

To withdraw previously tendered Corporate Units, you are required to submit a notice of withdrawal to the information and exchange agent, in
accordance with the procedures described herein and in the letter of transmittal. See �Description of the Offer�Withdrawal of Tenders.� For further
information on how to withdraw previously-tendered Corporate Units, contact the information and exchange agent at the telephone number set
forth on the back cover of this prospectus.

Will I have to pay any fees or commissions if I tender my Corporate Units?

If your Corporate Units are held through a broker, dealer, commercial bank, trust company or other nominee who tenders the Corporate Units on
your behalf, you may be charged a commission for doing so. You should consult with your broker, dealer, commercial bank, trust company or
other nominee to determine whether any charges will apply.

Will Legg Mason exchange all validly tendered Corporate Units?

We may not exchange all of the Corporate Units that you tender in the offer. If holders validly tender more than an aggregate of
21,850,000 Corporate Units for exchange, we will accept an aggregate of not more than 21,850,000 Corporate Units from all holders, prorated
among the tendering holders. We will also prorate if we conclude based on discussions with the New York Stock Exchange that the Corporate
Units are likely to be de-listed as a result of our acceptance of all Corporate Units validly tendered and not withdrawn in the offer. Any
Corporate Units tendered but not accepted because of proration will be returned to you. See �Description of the Offer�Priority of Exchanges and
Proration.�

If the offer is consummated and I do not participate in the offer or I do not exchange all of my Corporate Units in the offer, how will my
rights and obligations under my unexchanged Corporate Units be affected?

The terms of your Corporate Units that remain outstanding after the consummation of the offer will not change as a result of the offer.

How will the offer affect the trading market for the Corporate Units that are not exchanged?

If a sufficiently large number of Corporate Units do not remain outstanding after the offer, the trading market for the remaining outstanding
Corporate Units may be less liquid and more sporadic, and market prices may fluctuate significantly depending on the volume of trading in
Corporate Units. See �Effects of the Offer on the Market for Corporate Units; Registration Under the Exchange Act; New York Stock Exchange
Listing.�
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Is Legg Mason making a recommendation regarding whether you should tender in the offer?

No. We are not making any recommendation regarding whether you should tender or refrain from tendering your Corporate Units in the offer.
You must make your own determination as to whether to tender your Corporate Units in the offer and, if so, the number of Corporate Units to
tender. Before making your decision, we urge you to carefully read this prospectus in its entirety, including the information set forth in the
section of this prospectus entitled �Risk Factors,� and the other documents incorporated by reference in this prospectus.

Will the common stock issued as part of the offer consideration be freely tradable?

Yes. We expect that the shares of our common stock to be issued in the exchange offer will be approved for listing on the New York Stock
Exchange, under the symbol �LM,� subject to official notice of the issuance. Generally, the common stock you receive in the exchange offer will
be freely tradable, unless you are considered an �affiliate� of ours, as that term is defined in the Securities Act. For more information regarding the
market for our common stock, see the section of this prospectus entitled �Price Range of Legg Mason Common Stock and Legg Mason�s Dividend
Policy.�

When does the offer expire?

The offer will expire at 12:01 a.m., New York City time, on August 12, 2009, unless extended or earlier terminated by us.

Under what circumstances can the offer be extended, terminated or amended?

We reserve the right to extend the offer for any reason or no reason at all. We also expressly reserve the right, at any time or from time to time,
to amend the terms of the offer in any respect prior to the expiration date. Further, we may be required by law to extend the offer if we make a
material change in the terms of the offer or in the information contained in this prospectus or waive a material condition to the offer. During any
extension of the offer, Corporate Units that were previously tendered and not validly withdrawn will remain subject to the offer. We reserve the
right, in our sole and absolute discretion, to terminate the offer, at any time prior to the expiration date, for any reason if any condition to the
offer is not met. If the offer is terminated, no Corporate Units will be accepted for exchange and any Corporate Units that have been tendered
will be returned to the holder. For more information regarding our right to extend, terminate or amend the offer, see the section of this
prospectus entitled �Description of the Offer�Extension, Termination or Amendment.�

How will I be notified if the offer is extended, terminated or amended?

Any extension, termination or amendment of the offer will be followed promptly by announcement thereof, such announcement in the case of an
extension of the offer to be issued no later than 9:00 a.m., New York City time, on the next business day following the previously scheduled
expiration date. For more information regarding notification of extensions, termination or amendment of the offer, see the sections of this
prospectus entitled �Description of the Offer�Extension, Termination or Amendment� and �Description of the Offer�Announcements.�

What risks should I consider in deciding whether or not to tender my Corporate Units?

In deciding whether to participate in the offer, you should carefully consider the risks described in the section of this prospectus entitled �Risk
Factors,� and the documents incorporated by reference in this prospectus.

Are the financial condition and results of operations of Legg Mason relevant to my decision to tender in the offer?

Yes. The price of both our common stock and the Corporate Units are closely linked to our financial condition and results of operations. The
successful completion of the offer will reduce the amount of our outstanding debt and interest expense.
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May I participate in the offer by tendering Treasury Units for exchange?

No. We are not offering to exchange any Treasury Units. If you own Treasury Units and you desire to participate in the offer, you may recreate
Corporate Units from your Treasury Units, and then tender the recreated Corporate Units. Because Treasury securities and notes are issued in
integral multiples of $1,000 principal amount, you may make these substitutions only in integral multiples of 20 Treasury Units. To create 20
Corporate Units from 20 Treasury Units, you will deposit with the collateral agent a $1,000 principal amount note, which must be purchased in
the open market at your expense unless otherwise owned by you and transfer 20 Treasury Unit certificates to the purchase contract agent
accompanied by a notice stating that you have deposited a $1,000 principal amount note with the collateral agent and requesting the release to
you of the Treasury securities relating to the Treasury Units. You may contact the information and exchange agent at the telephone number set
forth on the back cover of this prospectus for more information on how to recreate Corporate Units from Treasury Units in order to participate in
the offer. See �Description of the Offer�Terms of the Offer.�

What are the material U.S. federal income tax consequences of my participating in the offer?

The exchange of a Corporate Unit for shares of our common stock plus cash pursuant to the exchange offer will be a taxable event for U.S.
federal income tax purposes, subject to potential nonrecognition treatment with respect to the senior note under the rules governing corporate
recapitalizations. Very generally, gain or loss will be separately calculated with respect to the senior note and purchase contract comprising each
Corporate Unit. The manner in which such gain or loss is calculated, however, is unclear due to the absence of authority addressing the same or
substantially similar transactions. We intend to treat the exchange of your Corporate Units for shares of our common stock plus cash pursuant to
the exchange offer as a termination of the purchase contract for an amount deemed paid to us reflecting the relief of your obligation under the
purchase contract and a retirement of the senior note in exchange for common stock, cash (other than the portion of such cash that is properly
allocable to the purchase contract, including accrued and unpaid contract adjustment payments) and the deemed amount paid to us reflecting the
relief of your obligation under the purchase contract. For a summary of the U.S. federal income tax considerations of the offer, which is based on
the opinion of Shearman & Sterling LLP, our federal tax counsel, see �Material U.S. Federal Income Tax Considerations.� You should consult
your own tax advisor for a full understanding of the tax consequences of participating in the offer.

What is the impact of the exchange offer to Legg Mason�s earnings per share?

On an on-going basis, we will not incur interest expense related to the Corporate Units that are validly tendered and accepted for exchange,
favorably impacting our earnings per share. At the same time, as a result of the exchange offer, the number of outstanding shares of our common
stock will increase, negatively impacting our earnings per share. Assuming 21,850,000 Corporate Units are validly tendered and accepted for
exchange, we would have a full-year improvement, excluding any transactional cost of the exchange offer, of about $37.8 million (net of taxes)
to our Income (loss) from continuing operations and Net income (loss) and the number of outstanding shares of our common stock would
increase by approximately 19.4 million shares.

We will record a one-time debt exchange loss for the second quarter of fiscal year 2010 in connection with the exchange offer. Assuming
21,850,000 Corporate Units are validly tendered and accepted for exchange, the debt exchange pre-tax loss is estimated to be $23 million, based
on the July 14, 2009 closing trading price on the New York Stock Exchange of our common stock of $24.10. This one-time loss will negatively
impact our earnings per share for the second quarter of fiscal year 2010.

How many shares of Legg Mason common stock will be outstanding assuming the exchange of the maximum number of the Corporate
Units pursuant to this exchange offer?

As of August 3, 2009, there were 142,665,053 shares of our common stock outstanding. If 21,850,000 Corporate Units are tendered and
accepted for exchange in accordance with this exchange offer, there would be an aggregate of approximately 162,070,038 shares of our common
stock outstanding.
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What does Legg Mason intend to do with the Corporate Units that it acquires in the exchange offer?

Any Corporate Units that are validly tendered and accepted for exchange pursuant to the exchange offer will be retired and cancelled. See
�Summary�Purpose of the Exchange Offer.�

Are any Corporate Units held by Legg Mason directors or officers?

No. To our knowledge, none of our directors or executive officers beneficially holds Corporate Units.

Will Legg Mason receive any cash proceeds from the exchange offer?

No. We will not receive any cash proceeds from the exchange offer.

With whom may I talk if I have questions about the exchange offer?

Any holder or beneficial owner of Corporate Units that has questions concerning tender procedures should contact the information and exchange
agent at the address and telephone numbers set forth on the back cover of this prospectus. Any questions regarding the terms of the exchange
offer should be directed to the dealer managers at the address and telephone numbers set forth on the back cover of this prospectus. We also urge
you to consult your own financial and tax advisors in making your own decisions on what action, if any, to take in light of your own particular
circumstances.
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RISK FACTORS

Your decision whether to participate in the offer, and to exchange the Corporate Units for the offer consideration will involve risk. You should
be aware of, and carefully consider, the following risk factors, along with all of the other information provided or referred to in this prospectus
and the documents incorporated by reference herein, before deciding whether to participate in the offer. Whether or not you elect to tender your
Corporate Units, you should also review the risks attendant to being an investor in our equity and debt securities that are described below.

Risks Related to Holding Corporate Units after the Exchange Offer

There will be less liquidity in the market for non-tendered Corporate Units, and the market prices for non-tendered Corporate Units may
therefore decline.

If the offer is consummated, the number of outstanding Corporate Units will be reduced, perhaps substantially, which would likely adversely
affect the liquidity of non-tendered Corporate Units. An issue of securities with a small number available for trading, or float, generally
commands a lower price than does a comparable issue of securities with a greater float. Therefore, the market price for Corporate Units that are
not validly tendered in the offer may be adversely affected. The reduced float also may tend to make the trading prices of Corporate Units that
are not exchanged more volatile. See �Effects of the Offer on the Market for Corporate Units; Registration under the Exchange Act; New York
Stock Exchange Listing.�

If you do not tender your Corporate Units and we become subject to a bankruptcy or similar proceeding, you may recover less than you
would have had you tendered your Corporate Units for offer consideration.

If you are a holder of Corporate Units, you are being offered common stock and cash as the offer consideration. Prior to the maturity date of the
senior notes, we may become subject to a bankruptcy or similar proceeding. If you are a holder of Corporate Units who does not tender such
Corporate Units and we become subject to a bankruptcy or similar proceeding prior to the maturity of the senior notes, you may receive less than
the amount you would have received had you tendered your Corporate Units for the offer consideration.

Risks Related to Participating in the Exchange Offer

The offer consideration does not reflect any independent valuation of the Corporate Units or the common stock.

We have not obtained or requested, and do not intend to obtain or request, a fairness opinion from any banking or other firm as to the fairness of
the offer consideration or the relative values of Corporate Units and offer consideration. If you tender your Corporate Units, you may or may not
receive more than or as much value as if you choose to keep them.

The offer may not be consummated.

If each of the conditions to the offer is not satisfied or waived, we will not accept any Corporate Units tendered in the offer. See �Description of
the Offer�Conditions to the Offer� for a list of the conditions to the consummation of the offer.

A holder of Corporate Units participating in the offer will become subject to all of the risks and uncertainties faced by holders of our
common stock, which may be different from or greater than those associated with holding the Corporate Units.

A holder of Corporate Units participating in the offer will become subject to all of the risks and uncertainties associated with ownership of our
common stock. These risks may be different from or greater than those associated with holding the Corporate Units. A holder exchanging
Corporate Units for common stock will forego the right to receive future interest payments on the senior notes, the right to receive future
contract
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adjustment payments and the right to receive priority over the equity holders of Legg Mason in the event that we become subject to a bankruptcy
or similar proceeding. As such, a holder of Corporate Units participating in the exchange offer may have greater exposure to the risks and
uncertainties facing Legg Mason and its subsidiaries generally, which are more fully described below and in our Annual Report on Form 10-K
for the year ended March 31, 2009.

The common stock is an equity security and is subordinate to our existing and future indebtedness.

The shares of common stock are equity interests. This means the shares of common stock will rank junior to our indebtedness, to our existing
preferred stock and any other preferred stock we may issue, and to other non-equity claims on us and our assets available to satisfy claims on us,
including claims in a bankruptcy or similar proceeding. Our existing and future indebtedness may restrict payment of dividends on our common
stock.

Additionally, unlike indebtedness, where principal and interest customarily are payable on specified due dates, in the case of our common stock,
holders are only entitled to receive dividends out of assets or funds legally available for payment of dividends at such times and in such amounts
as our board of directors from time to time may determine. Further, the common stock places no restrictions on our business or operations or on
our ability to incur indebtedness or engage in any transactions, subject only to the voting rights available to stockholders generally.

The market price of our common stock may be adversely affected by market conditions affecting the stock markets in general, including
price and trading fluctuations on the New York Stock Exchange.

The market price of our common stock may be adversely affected by market conditions affecting the stock markets in general, including price
and trading fluctuations on the New York Stock Exchange. These conditions may result in (i) volatility in the level of, and fluctuations in, the
market prices of stocks generally and, in turn, our common stock and (ii) sales of substantial amounts of our common stock in the market, in
each case that could be unrelated or disproportionate to changes in our operating performance.

The exchange ratio is fixed and will not be adjusted. The market price of shares of our common stock may fluctuate, and you cannot be sure
of the market value of the shares of common stock issued in the offer.

Upon completion of the offer, each holder that validly tenders Corporate Units will receive 0.8881 of a share of our common stock and $6.25 in
cash for each tendered Corporate Unit. The exchange ratio will not be adjusted due to any increases or decreases in the market price of common
stock or Corporate Units between the date of this offer to exchange and the expiration date. The value of the common stock received in the offer
will depend upon the market price of a share of our common stock on the settlement date. The trading price of the common stock will likely be
different on the settlement date than it is as of the date the offer commences because of ordinary trading fluctuations as well as changes in the
business, operations or prospects of Legg Mason, market reactions to the offer, general market and economic conditions and other factors, many
of which may not be within our control. Accordingly, at the time of the commencement of the offer, holders of Corporate Units will not know
the exact market value of our common stock that will be issued in connection with the offer.

We may extend the offer, during which time the market value of our common stock will fluctuate. See �Description of the Offer�Extension,
Termination or Amendment.� Promptly following our acceptance of Corporate Units tendered in the offer, we will issue the shares of common
stock, during which time the market value of our common stock will also fluctuate. The closing price of our common stock on the New York
Stock Exchange on August 6, 2009 was $28.25 per share. From April 1, 2009, the first trading day of our first quarter in the 2010 fiscal year,
through August 6, 2009, the trading price of our common stock ranged from a high of $29.01 per share to a low of $15.53 per share.
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There may be future sales or other dilution of our equity, which may adversely affect the market price of our common stock.

We are not restricted from issuing additional common stock or preferred stock, including any securities that are convertible into or exchangeable
for, or that represent the right to receive, common stock or preferred stock or any substantially similar securities. The market price of our
common stock or preferred stock could decline as a result of sales of a large number of shares of common stock or preferred stock or similar
securities in the market after this offering or the perception that such sales could occur.

Although we have paid cash dividends in the past, we recently reduced our quarterly dividend and may not pay cash dividends in the future.

We have a history of paying dividends to our stockholders when sufficient cash is available. However, future cash dividends will depend upon
our results of operations, financial condition, cash requirements and other factors, including the ability of our subsidiaries to make distributions
to us, which ability may be restricted by statutory, contractual or other constraints. Also, there can be no assurance that we will continue to pay
dividends even if the necessary financial conditions are met and if sufficient cash is available for distribution. On May 4, 2009, our board of
directors declared a regular, quarterly dividend of $0.03 per share, significantly reducing the regular, quarterly dividend paid on shares of our
common stock in order to improve our flexibility to respond to cash needs and business opportunities requiring cash outflows. See �Price Range
of Common Stock and Dividend Policy.�

The U.S. federal income tax consequences of your participation in the exchange offer are not certain.

The exchange of a Corporate Unit for shares of our common stock plus cash pursuant to the exchange offer will be a taxable event for U.S.
federal income tax purposes, subject to potential nonrecognition treatment with respect to the senior note under the rules governing corporate
recapitalizations. Very generally, gain or loss will be separately calculated with respect to the senior note and purchase contract comprising each
Corporate Unit. The manner in which such gain or loss is calculated, however, is unclear due to the absence of authority addressing the same or
substantially similar transactions. We intend to treat the exchange of your Corporate Units for shares of our common stock plus cash pursuant to
the exchange offer as a termination of the purchase contract for an amount deemed paid to us reflecting the relief of your obligation under the
purchase contract and a retirement of the senior note in exchange for common stock, cash (other than the portion of such cash that is properly
allocable to the purchase contract, including accrued and unpaid contract adjustment payments) and the deemed amount paid to us reflecting the
relief of your obligation under the purchase contract. Any gain recognized with respect to the senior note will be treated as ordinary interest
income.

The tax consequences of certain other aspects of the exchange offer are also unclear due to the absence of authority addressing the same or
substantially similar transactions. In particular, there is uncertainty as to whether the retirement of the senior note will qualify for
non-recognition treatment under the recapitalization rules and the treatment of accrued and unpaid contract adjustment payments.

For a summary of the U.S. federal income tax considerations of the offer, which is based on the opinion of Shearman & Sterling LLP, our
federal tax counsel, see �Material U.S. Federal Income Tax Considerations.� You should consult your own tax advisor for a full understanding of
the tax consequences of participating in the offer.

Risks Related to Being an Investor in Our Equity and Debt Securities

Our leverage may affect our business and may restrict our operating results.

At March 31, 2009, on a consolidated basis, we had approximately $3.0 billion in total indebtedness and total stockholders� equity of $4.6 billion,
and our goodwill and other intangible assets were $1.2 billion and $3.9 billion, respectively. As of March 31, 2009, we had $390 million of
additional borrowing capacity available under our various credit agreements, subject to certain conditions. As a result of this substantial
indebtedness, we are required to use a significant portion of our cash flow to service principal and interest on our debt, which will limit the cash
flow available for other business opportunities. In addition, these servicing obligations would
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increase in the future if we incur additional indebtedness and, in this regard, we have available, subject to maintaining compliance with financial
covenants in our existing debt facilities, credit facilities that are not currently being fully utilized.

Our ability to make scheduled payments of principal of, to pay interest on, or to refinance our indebtedness and to satisfy our other debt
obligations will depend upon our future operating performance, which may be affected by general economic, financial, competitive, legislative,
regulatory, business and other factors beyond our control and by a variety of factors specific to our business.

The level of our indebtedness could:

� limit our ability to obtain additional debt financing in the future or to borrow under our existing credit facilities (our principal bank debt
facilities require that (i) our ratio of net debt (total debt less unrestricted cash in excess of working capital) to Consolidated EBITDA (as
defined therein) not exceed 3.0 to 1 and (ii) our ratio of Consolidated EBITDA to total cash interest payments on certain Indebtedness
(as defined therein) exceeds 4 to 1 while another debt facility prevents us from incurring additional debt, with certain exceptions, if our
total debt to Consolidated EBITDA (as defined therein) exceeds 2.5 to 1);

� limit cash flow available for general corporate purposes due to the ongoing cash flow requirements for debt service;

� limit our flexibility, including our ability to react to competitive and other changes in the industry and economic conditions and our
ability to provide support, should we elect to do so, to funds that our subsidiaries manage; and

� place us at a competitive disadvantage compared to our competitors that have less debt.
As of March 31, 2009, under the terms of our bank credit agreements our ratio of net debt to EBITDA was 1.8 and our ratio of EBITDA to
interest expense was 6.2, and therefore, Legg Mason was in compliance with its bank financial covenants. If our net income stays at current
levels or further declines, for any reason, it may be difficult to remain in compliance with these covenants. Similarly, to the extent that we spend
our available cash for purposes other than repaying debt, we will increase our net debt to EBITDA ratio, thus putting pressure on our compliance
with the covenants. Although there are actions that we may take if our financial covenant compliance becomes an issue, there can be no
assurance that Legg Mason will remain in compliance with its bank debt covenants. In this regard, based on March 2009 run rate EBITDA, and
factoring projected cost savings, we would be required to repay over half of our outstanding bank debt by December 2009 to maintain
compliance with our covenants. However, based on improved April 2009 run rate results, repayment of debt may not be required to maintain
compliance with our covenants. We anticipate that we will have available cash to repay all or a portion of our bank debt, should it be necessary.
In addition, under the terms of the debt to EBITDA ratio covenant that we entered into in connection with the issuance of our 2.5% senior
convertible notes, we may not, with certain exceptions, incur more than $250 million in additional debt until the effects of the sales of securities
of structured investment vehicles and other similar conduits (�SIVs�) drop out of the trailing twelve month EBITDA calculation and when we have
substantially reduced our outstanding indebtedness.

Upon the occurrence of various events, such as a change of control, some or all of our outstanding debt obligations may come due prior to their
maturity date.

Support we provided to liquidity funds affected our financial position and results of operations.

As has been widely publicized, since late July 2007, there has been substantial disruption in the worldwide fixed income markets, including,
specifically, a dramatic reduction in buyers of commercial paper and medium term notes issued by SIVs, which has adversely affected the
liquidity in the market. As a result of these liquidity constraints and, for certain issuers, credit concerns, a number of SIVs have defaulted on
their obligations under their securities and become the subject of restructuring negotiations or insolvency proceedings. Liquidity asset
management funds that are managed by our subsidiaries invested in a number of these SIV-issued securities, and other types of funds managed
by our subsidiaries, including closed-end funds that have issued auction rate
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preferred securities, have also been affected by these issues. In response to these issues, during fiscal years 2008 and 2009 we provided various
forms of support to a number of liquidity funds. As part of that support, we assisted the funds in eliminating their exposure to SIV-issued
securities, in part by acquiring certain SIV securities from the funds at their full amortized cost, rather than market prices, or reimbursing the
funds for losses incurred in selling SIV securities. As a result of these actions, we incurred an aggregate of $2.3 billion in gross charges
($1.4 billion net of taxes and related expense reductions) and utilized an aggregate of approximately $2.9 billion in available cash during the
fiscal year. See Note 17 of Notes to Consolidated Financial Statements in Item 8 of our Annual Report on Form 10-K for a further description of
the support we provided.

Although we currently have no exposure to SIV-issued securities and thus would not provide any more support for those investments, as of
March 31, 2009, we had outstanding capital support agreements committing us to provide up to $41.5 million in capital contributions to liquidity
funds managed by our subsidiary in certain circumstances upon the funds realizing a loss on investments in securities that are not asset-backed
or SIV-issued. One of these agreements, providing for up to $7 million in contributions, expired in April 2009. In the future, we may elect to
provide additional credit, liquidity, or other support to products that we manage, particularly liquidity funds, although we are not legally required
to do so and there can be no assurance that any support would be sufficient to avoid an adverse impact on any product or investors in any
product. A decision to provide support may arise from factors specific to our products or from industry wide factors. If we elect to provide
additional support, we could incur losses from the support we provide and incur additional costs, including financing costs, in connection with
the support. These losses and additional costs could be material, and could adversely affect our earnings. If we were to take such actions we may
also restrict our corporate assets, limiting our flexibility to use these assets for other purposes, and may be required to raise additional capital.

Poor investment performance could lead to a loss of assets under management and a decline in revenues.

We believe that investment performance is one of the most important factors for the maintenance and growth of our assets under management.
Poor investment performance, either on an absolute or relative basis, could impair our revenues and growth because:

� existing clients might withdraw funds in favor of better performing products, which would result in lower investment advisory and other
fees;

� our ability to attract funds from existing and new clients might diminish; and

� negative absolute investment performance will directly reduce our managed assets.
In addition, in the ordinary course of our business we may reduce or waive investment management fees, or limit total expenses, on certain
products or services for particular time periods to manage fund expenses, or for other reasons, and to help retain or increase managed assets. If
our revenues decline without a commensurate reduction in our expenses, our net income will be reduced. During the last three years, several of
our key equity and fixed income asset managers have not produced strong investment performance, on a relative basis or an absolute basis, in
certain products or accounts that they manage. These investment performance issues have contributed to a significant reduction in their assets
under management and revenues and a reduction in performance fees. There can be no assurance as to when, or if, these investment performance
issues, or the resulting effects on the managers� assets under management and revenues, will be resolved. Moreover, even if investment
performance should improve in the short term, in many cases there may be a lag before improved performance produces a positive effect on the
managers� assets under management or revenues.

Assets under management may be withdrawn, which may reduce our revenues and net income.

Our investment advisory and administrative contracts are generally terminable at will or upon relatively short notice, and investors in the mutual
funds that we manage may redeem their investments in the funds at any time without prior notice. Institutional and individual clients can
terminate their relationships with us, reduce the aggregate amount of assets under management, or shift their funds to other types of accounts
with different rate
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structures for any number of reasons, including investment performance, changes in prevailing interest rates, changes in investment preferences
of clients, changes in our reputation in the marketplace, changes in management or control of clients or third party distributors with whom we
have relationships, loss of key investment management or other personnel and financial market performance. This risk is underscored by the fact
that we have one international client that represents approximately 8% of our total assets under management (although it generates less than 1%
of our operating revenues). In addition, in a declining securities market, the pace of mutual fund redemptions and withdrawal of assets from
other accounts could accelerate. Poor investment performance generally or relative to other investment management firms tends to result in
decreased purchases of fund shares, increased redemptions of fund shares, and the loss of institutional or individual accounts. During fiscal year
2009, our assets under management decreased from $950 billion at March 31, 2008 to $632 billion at March 31, 2009. One factor behind this
decrease was $159 billion in net client outflows (of which $89 billion was outflows in fixed income assets, $47 billion was outflows in equity
assets and $23 billion was outflows in liquidity assets). During the quarter ended March 31, 2009, our assets under management declined by
$66 billion, primarily as a result of net client asset outflows of $44 billion and market depreciation of $22 billion. This decrease in our assets
under management reduced our revenues and our operating income.

If we are unable to maintain our fee levels or if our asset mix changes, our revenues and margins could be reduced.

Our profit margins and net income are dependent in significant part on our ability to maintain current fee levels for the products and services that
our asset managers offer. There has been a trend toward lower fees in some segments of the asset management industry, and no assurances can
be given that we will be able to maintain our current fee structure. Competition could lead to our asset managers reducing the fees that they
charge their clients for products and services. See ��Competition in the asset management industry could reduce our revenues and net income.� In
addition, our asset managers may be required to reduce their fee levels, or restructure the fees they charge, because of, among other things,
regulatory initiatives or proceedings that are either industry-wide or specifically targeted or court decisions. For example, several firms in the
mutual fund business agreed to reduce the management fees that they charge registered mutual funds as part of regulatory settlements. A
reduction in the fees that our asset managers charge for their products and services will reduce our revenues and could reduce our net income.
These factors also could inhibit our ability to increase fees for certain products.

Our assets under management can generate very different revenues per dollar of managed assets based on factors such as the type of asset
managed�equity assets generally produce greater revenues than fixed income assets, the type of client�institutional clients generally pay lower fees
than other clients, the type of asset management product or service provided and the fee schedule of the asset manager providing the service. A
shift in the mix of our assets under management from higher revenue-generating assets to lower revenue-generating assets may result in a
decrease in our revenues even if our aggregate level of assets under management remains unchanged or increases. A decrease in our revenues,
without a commensurate reduction in expenses, will reduce our net income. We experienced such a shift in the mix of our assets under
management during fiscal year 2009, which continued a trend from the prior fiscal year. During fiscal year 2009, our equity assets under
management declined from $271.6 billion (29% of our total assets under management) to $126.9 billion (20% of our total assets under
management). During our fiscal quarter ended March 31, 2009, our equity assets under management decreased by 14%, from $148.4 billion at
December 31, 2008 to $126.9 billion at March 31, 2009.

Our mutual fund management contracts may not be renewed, which may reduce our revenues and net income.

A substantial portion of our revenues comes from managing U.S. mutual funds. We generally manage these funds pursuant to management
contracts with the funds that must be renewed and approved by the funds� boards of directors annually. A majority of the directors of each mutual
fund are independent from us. Although the funds� boards of directors have historically approved each of our management contracts, there can be
no assurance that the board of directors of each fund that we manage will continue to approve the fund�s management contract each year, or will
not condition its approval on the terms of the management contract being revised in a way that is adverse to us. If a mutual fund management
contract is not renewed, or is revised in a

18

Edgar Filing: LEGG MASON INC - Form 424B3

Table of Contents 24



Table of Contents

way that is adverse to us, it could result in a reduction in our revenues and, if our revenues decline without a commensurate reduction in our
expenses, our net income will be reduced.

Unavailability of appropriate investment opportunities could hamper our investment performance or growth.

An important component of investment performance is the availability of appropriate investment opportunities for new client funds. If any of our
asset managers is not able to find sufficient investments for new client assets in a timely manner, the asset manager�s investment performance
could be adversely affected. Alternatively, if one of our asset managers does not have sufficient investment opportunities for new funds, it may
elect to limit its growth by reducing the rate at which it receives new funds. Depending on, among other factors, prevailing market conditions,
the asset manager�s investment style, regulatory and other limits and the market sectors and types of opportunities in which the asset manager
typically invests (such as less capitalized companies and other more thinly traded securities in which relatively smaller investments are typically
made), the risks of not having sufficient investment opportunities may increase when an asset manager increases its assets under management,
particularly when the increase occurs very quickly. If our asset managers are not able to identify sufficient investment opportunities for new
client funds, their investment performance or ability to grow may be reduced.

Changes in securities markets and prices may affect our revenues and net income.

A large portion of our revenues is derived from investment advisory contracts with clients. Under these contracts, the investment advisory fees
we receive are typically based on the market value of assets under management. Accordingly, a decline in the prices of securities generally may
cause our revenues and income to decline by:

� causing the value of our assets under management to decrease, which would result in lower investment advisory and other fees;

� causing our clients to withdraw funds in favor of investments they perceive offer greater opportunity or lower risk, which would also
result in lower investment advisory and other fees; or

� decreasing the performance fees earned by our asset managers.
We experienced such a decline in the equity and fixed income markets during fiscal year 2009, which contributed to a decline in our assets under
management and revenues during the year. If our revenues decline without a commensurate reduction in our expenses, our net income will be
reduced.

There are substantial fluctuations in price levels in the securities markets. These fluctuations can occur on a daily basis and over longer periods
as a result of a variety of factors, including national and international economic and political events, broad trends in business and finance, and
interest rate movements. Reduced securities market prices generally may result in reduced revenues from lower levels of assets under
management and loss or reduction in incentive and performance fees. Periods of reduced market prices may adversely affect our profitability
because fixed costs remain relatively unchanged. Because we operate in one industry, the business cycles of our asset managers may occur
contemporaneously. Consequently, the effect of an economic downturn may have a magnified negative effect on our business.

Changes in interest rates could have adverse effects on our assets under management.

Increases in interest rates from their present levels may adversely affect the net asset values of our assets under management. In addition, in a
rising interest rate environment institutional investors may shift liquidity assets that we manage in pooled investment vehicles to direct
investments in the types of assets in which the pooled vehicles invest in order to realize higher yields. Furthermore, increases in interest rates
may result in reduced prices in equity markets. Decreases in interest rates may also lead to outflows in fixed income or liquidity assets that we
manage as investors seek higher yields. Any of these effects could lower our assets under management and revenues and, if our revenues decline
without a commensurate reduction in our expenses, our net income will be reduced.
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Competition in the asset management industry could reduce our revenues and net income.

The asset management industry in which we are engaged is extremely competitive and we face substantial competition in all aspects of our
business. We compete with numerous international and domestic asset management firms and broker-dealers, mutual fund complexes, hedge
funds, commercial banks, insurance companies, other investment companies and other financial institutions. Many of these organizations offer
products and services that are similar to, or compete with, those offered by our asset managers and have substantially more personnel and greater
financial resources than we do. Some of these competitors have proprietary products and distribution channels that make it more difficult for us
to compete with them. In addition, many of our competitors have long-standing and established relationships with distributors and clients. From
time to time, our asset managers also compete with each other for clients and assets under management. Our ability to compete may be adversely
affected if, among other things, our asset managers lose key employees or, as is currently the case for certain of the products managed by our
asset managers, under-perform in comparison to relevant performance benchmarks or peer groups.

A sizable number of new asset management firms and mutual funds have been established in the last fifteen years, increasing our competition. In
addition, the asset management industry has experienced consolidation as numerous asset management firms have either been acquired by other
financial services firms or ceased operations. In many cases, this has resulted in firms with greater financial resources than we have. In addition,
a number of heavily capitalized companies, including commercial banks and foreign entities have made investments in and acquired asset
management firms. Access to mutual fund distribution channels has also become increasingly competitive. All of these factors could make it
more difficult for us to compete, and no assurance can be given that we will be successful in competing and growing our assets under
management and business. If clients and potential clients decide to use the services of competitors, it could reduce our revenues and growth rate,
and if our revenues decrease without a commensurate reduction in our expenses, our net income will be reduced. In addition, our asset managers
are not typically the lowest cost provider of asset management services. To the extent that we compete on the basis of price in any of our
businesses, we may not be able to maintain our current fee structure in that business, which could adversely affect our revenues and net income.

Our sole business is asset management. As a result, we may be more affected by trends and issues affecting the asset management business, such
as industry-wide regulatory issues and inquiries, publicity about, and public perceptions of the industry and asset management industry market
cycles, than other financial services companies that have more diversified businesses.

We may engage in strategic transactions that could create risks.

As part of our business strategy, we regularly review, and from time to time have discussions with respect to potential strategic transactions,
including potential acquisitions, dispositions, consolidations, joint ventures or similar transactions, some of which may be material. There can be
no assurance that we will find suitable candidates for strategic transactions at acceptable prices, have sufficient capital resources to accomplish
our strategy, or be successful in entering into agreements for desired transactions. In addition, these transactions typically involve a number of
risks and present financial, managerial and operational challenges, including:

� adverse effects on our reported earnings per share in the event acquired intangible assets or goodwill become impaired;

� existence of unknown liabilities or contingencies that arise after closing; and

� potential disputes with counterparties.
Acquisitions, including completed acquisitions, also pose the risk that any business we acquire may lose customers or employees or could
under-perform relative to expectations. We could also experience financial or other setbacks if transactions encounter unanticipated problems,
including problems related to execution or integration. Following the completion of an acquisition, we may have to rely on the seller to provide
administrative and other support, including financial reporting and internal controls, to the acquired business for a period of time. There can be
no assurance that the seller will do so in a manner that is acceptable to us.
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Strategic transactions typically are announced publicly even though they may remain subject to numerous closing conditions, contingencies and
approvals and there is no assurance that any announced transaction will actually be consummated. The failure to consummate an announced
transaction could have an adverse effect on us. Future transactions may also further increase our leverage or, if we issue equity securities to pay
for acquisitions, dilute the holdings of our existing stockholders.

Regulatory matters may negatively affect our business and results of operations.

Our business is subject to regulation by various regulatory authorities that are charged with protecting the interests of our clients. We could be
subject to civil liability, criminal liability, or sanction, including revocation of our subsidiaries� registrations as investment advisers, revocation of
the licenses of our employees, censures, fines, or temporary suspension or permanent bar from conducting business, if we violate such laws or
regulations. Any such liability or sanction could have a material adverse effect on our financial condition, results of operations, and business
prospects. In addition, the regulatory environment in which we operate frequently changes and has seen significant increased regulation in recent
years. In particular, we have incurred significant additional costs as a result of regulatory changes affecting U.S. mutual funds. We may be
adversely affected as a result of new or revised legislation or regulations or by changes in the interpretation or enforcement of existing laws and
regulations. For example, we note that federal government officials have proposed significant changes to the regulatory structure of the financial
services industry. We also note that recent recommendations for regulatory reform in the liquidity asset management business include the
imposition of banking regulations on investment advisors, the creation of net capital requirements for investment advisors and changes in the
rules governing money market mutual fund net asset value calculations. Any of these revisions could adversely affect our liquidity asset
management business and our results of operations. Our business and results of operations can also be adversely affected by federal, state and
foreign regulatory issues and proceedings.

Instances of criminal activity and fraud by certain participants in the asset management industry, including hedge funds, have been recently
discovered. This activity may result in changes to the regulations governing the asset management industry, or in more aggressive enforcement
of the existing regulations. Over time, the cumulative effect of these actions may result in increased expenses, or lower management or other
fees, and therefore adversely affect the revenues or profitability of asset management businesses.

Our broker-dealer subsidiaries and many of our foreign subsidiaries are subject to net capital or liquidity rules and requirements, which mandate
that they maintain certain levels of capital. A significant operating loss or extraordinary charge against net capital may adversely affect the
ability of these subsidiaries to expand or even maintain their present levels of business.

If our reputation is harmed, we could suffer losses in our business, revenues and net income.

Our business depends on earning and maintaining the trust and confidence of clients and other market participants, and the resulting good
reputation is critical to our business. Our reputation is vulnerable to many threats that can be difficult or impossible to control, and costly or
impossible to remediate. Regulatory inquiries, employee misconduct and rumors, among other things, can substantially damage our reputation,
even if they are baseless or satisfactorily addressed. Any damage to our reputation could impede our ability to attract and retain clients and key
personnel, and lead to a reduction in the amount of our assets under management, any of which could have a material adverse effect on our
revenues and net income.

Failure to properly address conflicts of interest could harm our reputation, business and results of operations.

As we have expanded the scope of our businesses and our client base, we must continue to address conflicts between our interests and those of
our clients. In addition, the SEC and other regulators have increased their scrutiny of potential conflicts of interest. We have procedures and
controls that are reasonably designed to address these issues. However, appropriately dealing with conflicts of interest is complex and difficult
and if we fail, or appear to fail, to deal appropriately with conflicts of interest, we could face reputational damage, litigation or regulatory
proceedings or penalties, any of which may adversely affect our revenues or net income.

21

Edgar Filing: LEGG MASON INC - Form 424B3

Table of Contents 27



Table of Contents

Our business involves risks of being engaged in litigation and liability that could increase our expenses and reduce our net income.

Many aspects of our business involve substantial risks of liability. In the normal course of business, our asset managers have been named as
defendants or co-defendants in lawsuits seeking substantial damages. We are also involved from time to time in governmental and
self-regulatory agency investigations and proceedings. Similarly, the investment funds that our asset managers manage are subject to lawsuits
and governmental and self-regulatory investigations and proceedings, any of which could harm the investment returns or reputation of the
applicable fund or result in our asset managers being liable to the funds for any resulting damages. There has been an increased incidence of
litigation and regulatory investigations in the asset management industry in recent years, including customer claims as well as class action suits
seeking substantial damages.

Legg Mason and a current and former officer are named as defendants in a consolidated legal action that was initially filed in October 2006. The
action alleges that the defendants violated the Exchange Act and the Securities Act by making misleading statements to the public and omitting
certain material facts with respect to the acquisition of the Citigroup Asset Management business in a prospectus for a secondary stock offering
and in other public statements in order to artificially inflate the price of our common stock. The action sought certification of a class of
shareholders who purchased our common stock between February 1, 2006 and October 10, 2006 or who purchased stock in a secondary public
offering around March 9, 2006 and seeks unspecified damages. On March 17, 2008, the court granted our motion to dismiss the action.
However, the plaintiffs have appealed the dismissal of the complaints under the Securities Act. The dismissal of the claims under the Exchange
Act on behalf of the proposed class of purchasers of stock between February 1, 2006 and October 10, 2006 was not appealed and is now final.
We intend to defend the action still under appeal vigorously. We cannot accurately predict the eventual outcome of the appeal at this point, or
whether the action will have a material adverse effect on us.

Insurance may not be available on a cost effective basis to protect us from liability.

We face the inherent risk of liability related to litigation from clients, third party vendors or others and actions taken by regulatory agencies. To
help protect against these potential liabilities, we purchase insurance in amounts, and against risks, that we consider appropriate, where such
insurance is available at prices we deem acceptable. There can be no assurance, however, that a claim or claims will be covered by insurance or,
if covered, will not exceed the limits of available insurance coverage, that any insurer will remain solvent and will meet its obligations to
provide us with coverage or that insurance coverage will continue to be available with sufficient limits at a reasonable cost. Over the last several
years, insurance expenses have increased significantly and we expect further increases to be significant going forward. In addition, certain
insurance coverage may not be available or may only be available at prohibitive costs. Renewals of insurance policies may expose us to
additional costs through higher premiums or the assumption of higher deductibles or co-insurance liability.

Failure to comply with contractual requirements or guidelines could result in liability and loss of assets under management, both of which
could cause our net income to decline.

The asset management contracts under which we manage client assets, including contracts with investment funds, often specify guidelines or
contractual requirements that we are obligated to observe in providing asset management services. A failure to comply with these guidelines or
requirements could result in damage to our reputation, liability to the client or the client reducing its assets under our management, any of which
could cause our revenues and net income to decline.

Loss of key personnel could harm our business.

We are dependent on the continued services of a number of our key asset management personnel and our management team, including our Chief
Executive Officer. The loss of any of such personnel without adequate replacement could have a material adverse effect on us. Moreover, since
certain of our asset managers contribute significantly to our revenues and net income, the loss of even a small number of key personnel at these
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businesses could have a disproportionate impact on our overall business. Additionally, we need qualified managers and skilled employees with
asset management experience in order to operate our business successfully. The market for experienced asset management professionals is
extremely competitive and is increasingly characterized by the movement of employees among different firms. Due to the competitive market
for asset management professionals and the success of some of our employees, our costs to attract and retain key employees are significant and
will likely increase over time. From time to time we may work with key employees to revise revenue sharing and other employment-related
terms to reflect current circumstances. In addition, since the investment track record of many of our products and services is often attributed to a
small number of individual employees, and sometimes one person, the departure of one or more of these employees could cause the business to
lose client accounts or managed assets, which could have a material adverse effect on our results of operations and financial condition. If we are
unable to attract and retain qualified individuals or our costs to do so increase significantly, our operations and financial results would be
materially adversely affected.

Our business is subject to numerous operational risks and risks that we may incur charges related to leased facilities.

We face numerous operational risks related to our business on a day-to-day basis. Among other things, we must be able to consistently and
reliably obtain securities pricing information, process client and investor transactions and provide reports and other customer service to our
clients and investors. Any failure to keep current and accurate books and records can render us liable to disciplinary action by governmental and
self-regulatory authorities, as well as to claims by our clients. If any of our financial, portfolio accounting or other data processing systems do
not operate properly or are disabled or if there are other shortcomings or failures in our internal processes, people or systems, we could suffer an
impairment to our liquidity, a financial loss, a disruption of our businesses, liability to clients, regulatory problems or damage to our reputation.
These systems may fail to operate properly or become disabled as a result of events that are wholly or partially beyond our control, including a
disruption of electrical or communications services or our inability to occupy one or more of our buildings. In addition, our operations are
dependent upon information from, and communications with, third parties, and operational problems at third parties may adversely affect our
ability to carry on our business.

Our operations rely on the secure processing, storage and transmission of confidential and other information in our computer systems and
networks. Although we take protective measures and endeavor to modify them as circumstances warrant, our computer systems, software and
networks may be vulnerable to unauthorized access, computer viruses or other malicious code, and other events that have a security impact. If
one or more of such events occur, it potentially could jeopardize our or our clients� or counterparties� confidential and other information processed
and stored in, and transmitted through, our computer systems and networks, or otherwise cause interruptions or malfunctions in our, our clients�,
our counterparties� or third parties� operations. We may be required to spend significant additional resources to modify our protective measures or
to investigate and remediate vulnerabilities or other exposures, and we may be subject to litigation and financial losses that are either not insured
against fully or not fully covered through any insurance that we maintain.

We depend on our headquarters, the offices of our subsidiaries and our operations centers for the continued operation of our business. A disaster
or a disruption in the infrastructure that supports our asset managers, or an event disrupting the ability of our employees to perform their job
functions, including terrorist attacks or a disruption involving electrical communications, transportation or other services used by us or third
parties with whom we conduct business, directly affecting our headquarters, the offices of our subsidiaries or our operations centers may have a
material adverse impact on our ability to continue to operate our business without interruption. Although we have disaster recovery programs in
place, there can be no assurance that these will be sufficient to mitigate the harm that may result from such a disaster or disruption. In addition,
insurance and other safeguards might only partially reimburse us for our losses.

We are exposed to the risk of incurring charges related to subleases or vacant space for several of our leased offices. As of March 31, 2009, we
had future commitments from third parties under non-cancellable subleases of approximately $101 million that effectively offset obligations
under our leases for the properties, and had approximately $93 million in future lease commitments for office space that we have vacated and are
seeking to
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sublease. We are also currently seeking sub-tenants for certain floors in the new headquarters that we will move into during fiscal year 2010,
and, in the future, we may elect to vacate or sublease additional leased offices. Under generally accepted accounting principles, at the time a
sublease is entered into or space is deemed permanently abandoned, we must incur a charge equal to the present value of the amount by which
the commitment under the lease exceeds the amount due, or amount expected to be paid, under a sublease. As a result, in a period of declining
commercial lease markets, we are exposed to the risk of incurring charges relating to any premises we are seeking to sublease resulting from
longer periods to identify sub-tenants and reduced market rent rates leading to new sub-tenants paying less in rent than we are paying under our
lease. Also, if a sub-tenant defaults on its sublease, we would likely incur a charge for the rent that we will incur during the period that we expect
would be required to sublease the premises and any reduction in rent that current market rent rates lead us to expect a new sub-tenant will pay.
This risk is underscored by the fact that one sub-tenant represents approximately 90% of the sublease rent commitment described above. During
fiscal year 2009, we recognized aggregate charges of $79 million resulting from a default by a sub-tenant and declining market conditions
leading to longer periods to identify sub-tenants and declines in expected sublease rent for premises we are seeking to sublease. There can be no
assurance that we will not recognize additional lease-related charges, which may be material to our results of operations.

Potential impairment of goodwill and intangible assets could increase our expenses and reduce our assets.

Determining goodwill and intangible assets, and evaluating them for impairment, requires significant management estimates and judgment,
including estimating value and assessing life in connection with the allocation of purchase price in the acquisition creating them. Our goodwill
and intangible assets may become impaired as a result of any number of factors, including losses of investment management contracts or
declines in the value of managed assets. Any impairment of goodwill or intangibles could have a material adverse effect on our results of
operations. For example, during the year ended March 31, 2009, we incurred aggregate impairment charges of $1.3 billion ($863 million, net of
taxes) relating to goodwill and intangible assets including acquired asset management contracts and trade names. Our $100 million in
amortizable intangible assets represent asset management contracts purchased in several transactions. These assets could become impaired if we
experience client attrition at a rate faster than projected or fees charged under the contracts are reduced. The domestic mutual fund contracts
acquired in the 2005 acquisition of the Citigroup Asset Management business (�CAM�) of $2,502 million and the Permal funds-of-hedge funds
contracts of $947 million account for approximately 65% and 25%, respectively, of our indefinite-life intangible assets, while the goodwill in
our Americas and International divisions aggregates $1.2 billion. Changes in the assumptions underlying projected cash flows from the assets or
reporting units, resulting from market conditions, reduced assets under management or other factors, could result in an impairment of any of
these assets. Assuming all other factors remain the same, actual results and changes in assumptions for the CAM mutual fund and Permal
fund-of-hedge funds contracts would have to cause our cash flow projections over the long-term to deviate more than 16% and 20%,
respectively, from previous projections or the discount rate would have to increase by 1.3 and 2.3 percentage points, respectively, for the asset to
be deemed impaired. Similarly, assuming all other factors remain the same, actual results and changes in assumptions for the Americas and
International divisions would have to cause our cash flow projections over the long-term to decrease more than 42% and 34%, respectively, from
previous projections or the discount rate would have to increase by 5 and 4 percentage points, respectively, for the goodwill to be deemed
impaired. There can be no assurances that continued market turmoil or asset outflows, or other factors, will not produce an impairment. See
�Item 7. Management�s Discussion and Analysis of Financial Condition and Results of Operations�Critical Accounting Policies�Intangible Assets
and Goodwill� in our Annual Report on Form 10-K.

Deferred tax assets may not be fully realizable.

As of March 31, 2009, we had approximately $1.3 billion in deferred tax assets relating to U.S. taxing jurisdictions, which represent tax benefits
that we expect to realize in future periods. Under accounting rules, we are required to recognize a charge to earnings to reduce our deferred tax
assets if it is determined that any future tax benefits are not likely to be realized before they expire. Deferred tax assets generated in
U.S. jurisdictions
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resulting from net operating losses generally expire 20 years after they are generated. In order to realize these future tax benefits, we estimate
that we must generate approximately $5.7 billion in U.S. earnings before the benefits expire. There can be no assurances that we will achieve
this level of earnings before some portion of these tax benefits expires. In addition, our belief that we will likely be able to realize these future
tax benefits is based in part upon our estimates of the timing of other differences in revenue and expense recognition between tax returns and
financial statements and our understanding of the application of tax regulations, which may prove to be incorrect for any number of reasons,
including future changes in tax or accounting regulations. If we are required to recognize a charge to earnings to reduce our deferred tax assets,
the charge may be material to our earnings or financial condition.

Performance-based fee arrangements may increase the volatility of our revenues.

A portion of our investment advisory and related fee revenues is derived from performance fees. Our asset managers earn performance fees
under certain client agreements if the investment performance in the portfolio meets or exceeds a specified benchmark. If the investment
performance does not meet or exceed the investment return benchmark for a particular period, the asset manager will not generate a performance
fee for that period and, if the benchmark is based on cumulative returns, the asset managers� ability to earn performance fees in future periods
may be impaired. Recent investment performance issues and poor market conditions have had a negative effect on the performance fees we earn.
We earned $17.4 million in performance fees during fiscal 2009 and $132.7 million in performance fees during fiscal 2008. Our opportunities to
receive performance fees have generally increased as a result of the November 2005 acquisition of Permal, a fund-of-hedge funds manager that
can earn performance fees in addition to the fees earned by its underlying hedge fund managers. Performance fees may become more common in
our industry. An increase in performance fees, or in performance-based fee arrangements with our clients, could create greater fluctuations in
our revenues.

We are exposed to a number of risks arising from our international operations.

Our asset managers operate in a number of jurisdictions outside of the United States on behalf of international clients. We have offices in
numerous countries and many cross border and local proprietary funds that are domiciled outside the United States. Our international operations
require us to comply with the legal requirements of various foreign jurisdictions, expose us to the political consequences of operating in foreign
jurisdictions and subject us to expropriation risks, expatriation controls and potential adverse tax consequences which, among other things, make
it more difficult to repatriate to the United States the cash that we generate outside the U.S. Our foreign business operations are also subject to
the following risks:

� difficulty in managing, operating and marketing our international operations;

� fluctuations in currency exchange rates which may result in substantial negative effects on assets under management and revenues; and

� significant adverse changes in foreign legal and regulatory environments.
We rely on third parties to distribute our mutual funds and certain other products.

In the transaction in which we acquired the CAM business, we transferred our retail securities brokerage and capital markets businesses to
Citigroup. Prior to the closing of the transaction, our retail securities brokerage business had been the primary retail distributor of the Legg
Mason Funds and both our retail brokerage and our capital markets businesses had distributed a number of our other asset management products
and services. Since the transaction, we have been moving to an �open architecture� distribution model and now utilize third party distributors for
many of our asset management products and services, which may expose us to risks resulting from the fact that we do not control the
distributors. For example, we must compensate the distributors for selling our products and services in amounts that are agreed between them
and us but which, in many cases, are largely determined by the distributor. In addition, these distributors generally offer their clients various
investment products and services, including proprietary products and services, in addition to and in competition with our products and services.
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Pursuant to a Global Distribution Agreement we entered into with Citigroup, Citigroup has agreed to distribute certain of our asset management
products and services, including the Legg Mason Funds and the Legg Mason Partners Funds, through its various distribution businesses, and we
agreed that, subject to a few exceptions, Citigroup�s retail securities brokerage would be the exclusive retail distributor of the Legg Mason Funds
that are managed by Legg Mason Capital Management for a period of three years that ended in February 2009. Since that exclusivity ended, we
are working to distribute the funds through a number of third parties, including Citigroup�s retail securities brokerage. There can be no assurance
that the termination of this exclusivity provision will not have an adverse effect on our ability or costs to acquire new, or retain our existing,
assets under management.

The former CAM business has historically relied upon Citigroup�s distribution businesses to be the primary distributor of its products and
services, and we expect this reliance to continue for some time despite the fact that CAM is no longer under common ownership with the
distributors. The majority of our fund assets under management were distributed through Citigroup�s various distribution businesses. While the
Citigroup and other distributors are compensated for distributing our products and services, there can be no assurances that we will be successful
in distributing the Legg Mason Funds and our other products and services, including those managed or offered by ClearBridge Advisors and
other former CAM businesses, through Citigroup�s distributors, that we will be successful in distributing our products and services through other
third party distributors, or that the transfer of our retail securities brokerage and capital markets businesses will not have an adverse effect on our
ability to distribute, or the costs of distributing, our products and services. In addition, mergers and other corporate transactions among
distributors may affect our distribution relationships. For example, we are unable to predict with accuracy whether the May 2009 combination of
Citigroup�s retail brokerage business into the business of another major retail broker will affect our existing distribution relationships or our
ability, or costs, to attract new, and retain existing, investors in our products. If we are unable to distribute our products and services
successfully, it will adversely affect our revenues and net income, and any increase in distribution related expenses could adversely affect our
net income.

Our funds-of-hedge funds business entails a number of risks.

Permal operates in the international funds-of-hedge funds business, a portion of the asset management business in which we had not been
engaged before we acquired Permal. The funds-of-hedge funds business and Permal had both grown rapidly over the last several years. This
growth did not continue in fiscal year 2009, during which there was a contraction in the funds-of-hedge funds business as the weak economic
environment led investors to withdraw assets from the industry. The funds-of-hedge funds business typically involves clients being charged fees
on two levels�at the funds-of-funds level and at the underlying funds level. These fees may include management fees and performance fees.
There is no assurance that Permal will not be forced to change its fee structures by competitive or other pressures or that Permal�s fee structures
will not hamper its growth. In addition, Permal may generate significant performance fees from time to time, which could increase the volatility
of our revenues. See ��Performance-Based Fee Arrangements May Increase the Volatility of our Revenues.� Because Permal operates in the
funds-of-hedge funds business globally, it is exposed to a number of regulatory authorities and requirements in different jurisdictions.
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USE OF PROCEEDS

We will not receive any cash proceeds from the exchange offer. The Corporate Units exchanged in connection with the offer will be retired and
cancelled.

CAPITALIZATION

The following table sets forth our capitalization as of June 30, 2009 on an actual basis and on an as adjusted basis to give effect to the tender of
21,850,000 Corporate Units to us under the exchange offer. You should read the information set forth in the table below in conjunction with
�Selected Consolidated Financial and Operating Data� and our audited financial statements and the accompanying notes incorporated by reference
in this prospectus.

As of June 30, 2009
Actual As Adjusted
(unaudited, in thousands)

Cash and cash equivalents(1) $ 1,539,295 $ 1,397,732
Restricted Cash(2) 42,929 42,929

Total $ 1,582,224 $ 1,440,661

Long-term debt
2.5% Convertible Senior notes(3) $ 1,025,162 $ 1,025,162
5.6% Senior Notes from Equity Units(4) 1,150,000 57,500
5-year term loan 550,000 550,000
Third-party distribution financing 3,288 3,288
Other term loans 18,038 18,038

Subtotal 2,746,488 1,653,988
Less: current portion 7,964 7,964

Total long-term debt 2,738,524 1,646,024

Stockholders� equity:
Legg Mason, Inc. stockholders� equity
Common stock, par value $0.10; authorized 500,000,000 shares; 142,452,080 shares outstanding(4)(5) 14,245 16,186
Preferred stock, par value $10; authorized 4,000,000 shares;
0 shares outstanding �  �  
Shares exchangeable into common stock 2,830 2,830
Additional paid-in capital(3)(4)(6) 3,467,437 4,459,358
Employee stock trust (33,238) (33,238) 
Deferred compensation employee stock trust 33,238 33,238
Retained earnings(3)(7) 1,177,376 1,163,370
Accumulated other comprehensive income, net 38,527 38,527

Total stockholders� equity 4,700,415 5,680,271

Total capitalization(8) $ 7,446,903 $ 7,334,259

(1) As adjusted amounts include payment of the cash portion of the offer consideration and other transaction related costs.
(2) Includes non-current portion of restricted cash of $8.2 million.
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amount at maturity using the effective interest rate for nonconvertible debt at
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the original issuance date of 6.5% (over its expected life of 7 years); the face rate is 2.5%. Under FSP APB 14-1, the accreted value of the
2.5% senior notes was $1,025,162 as of June 30, 2009, reflecting an unamortized discount of $224,838. In addition, retained earnings
decreased $24,035 to reflect the cumulative impact of recognizing imputed interest expense, net of tax, and additional paid-in capital
increased $168,183. The impact of the adoption of FSP APB 14-1 is reflected in the table above.

(4) Assumes that 21,850,000 Corporate Units are tendered for exchange pursuant to the exchange offer. As of June 30, 2009, there were
23,000,000 Corporate Units outstanding and 142,452,080 shares of common stock issued and outstanding. If 21,850,000 Corporate Units
are validly tendered and accepted for exchange in accordance with this exchange offer, there would be an aggregate of approximately
161,857,065 shares of common stock outstanding.

(5) Shares outstanding does not include (i) any shares of our common stock reserved for issuance pursuant to the purchase contracts that are a
component of the Equity Units, (ii) 14.20 million shares of our common stock reserved for issuance upon the conversion of our 2.5%
Convertible Senior Notes due 2015, (iii) 5.45 million shares of our common stock reserved for issuance upon the exercise of outstanding
options to acquire shares of our common stock, or (iv) 10.4 million shares of our common stock reserved for issuance for future grants
pursuant to our benefit plans.

(6) As adjusted amounts include premium allocation of approximately $93.6 million based on the relative fair values of the Equity Unit
components.

(7) As adjusted amounts include the estimated one-time loss on the debt exchange of $23 million ($14 million, net of taxes).
(8) Excludes redeemable noncontrolling interests. Further, as of June 30, 2009, Legg Mason, Inc. has no noncontrolling interests included in

permanent equity.
RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our ratio of earnings to fixed charges for the periods indicated.

Three Months
Ended

June 30, 2009

Years Ended March 31,

2009 2008 2007 2006 2005
Ratio of earnings to fixed charges 2.6x (13.8)x 4.5x 11.0x 11.6x 9.8x
For purposes of calculating the ratio of earnings to fixed charges, (i) �earnings� consist of our consolidated income from operations before income
taxes and fixed charges and (ii) �fixed charges� consist of interest expense, excluding interest on uncertain tax positions, included in earnings and
one third of the total Rent, Marketing Data Services, Maintenance, Data Processing Service Bureau and Equipment Rental expenses (considered
representative of the interest factor).
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SELECTED CONSOLIDATED FINANCIAL AND OPERATING DATA

The following table sets forth selected historical consolidated financial and operating data for the dates and periods indicated are derived from
and should be read in conjunction with our audited consolidated financial statements and the related notes and the related notes and
�Management�s Discussion and Analysis of Financial Condition and Results of Operations� for the dates and periods incorporated by reference in
this prospectus. Our results for any of these periods are not necessarily indicative of the results to be expected for the year ended March 31, 2010
or for any other future period.

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

Three Months Ended
June 30, Years Ended March 31,

2009 2008 2009 2008 2007 2006 2005
OPERATING RESULTS(1)(2)

Operating revenues $ 613,084 $ 1,054,031 $ 3,357,367 $ 4,634,086 $ 4,343,675 $ 2,645,212 $ 1,570,700
Operating expenses, excluding impairment 554,769 825,084 2,718,577 3,432,910 3,315,377 1,965,482 1,081,583
Impairment of goodwill and intangible
assets � � 1,307,970 151,000 � � �
Operating income (loss) 58,315 228,947 (669,180) 1,050,176 1,028,298 679,730 489,117
Other income (expense) 4,831 (19,888) (235,781) (5,573) 15,556 35,732 (18,359) 
Fund support 17,558 (266,874) (2,283,236) (607,276) � � �
Income (loss) from continuing operations
before income tax provision (benefit) 80,704 (57,815) (3,188,197) 437,327 1,043,854 715,462 470,758
Income tax provision (benefit) 28,380 (21,734) (1,223,203) 173,496 397,612 275,595 175,334
Income (loss) from continuing operations 52,324 (36,081) (1,964,994) 263,831 646,242 439,867 295,424
Income from discontinued operations, net
of tax(3) � � � � � 66,421 113,007
Gain on sale of discontinued operations,
net of tax(3) � � � � 572 644,040 �
Net income (loss) 52,324 (36,081) (1,964,994) 263,831 646,814 1,150,328 408,431
Less: Net income (loss) attributable to
noncontrolling interests 2,270 46 2,924 266 (4) 6,160 �
Net income (loss) attributable to Legg
Mason, Inc. $ 50,054 $ (36,127) $ (1,967,918) $ 263,565 $ 646,818 $ 1,144,168 $ 408,431
Net income (loss) from continuing
operations attributable to Legg Mason,
Inc. $ 50,054 $ (36,127) $ (1,967,918) $ 263,565 $ 646,246 $ 433,707 $ 295,424
PER SHARE
Net income (loss) per share attributable to
Legg Mason, Inc. common shareholders:
Basic
Income (loss) from continuing operations $ 0.35 $ (0.26) $ (13.99) $ 1.86 $ 4.58 $ 3.60 $ 2.86
Income from discontinued operations(3) � � � � � 0.55 1.09
Gain on sale of discontinued operations(3) � � � � � 5.35 �

$ 0.35 $ (0.26) $ (13.99) $ 1.86 $ 4.58 $ 9.50 $ 3.95
Diluted
Income (loss) from continuing operations $ 0.35 $ (0.26) $ (13.99) $ 1.83 $ 4.48 $ 3.35 $ 2.56
Income from discontinued operations(3) � � � � � 0.51 0.97
Gain on sale of discontinued operations(3) � � � � � 4.94 �

$ 0.35 $ (0.26) $ (13.99) $ 1.83 $ 4.48 $ 8.80 $ 3.53
Weighted average shares outstanding:
Basic 142,006 140,505 140,669 142,018 141,112 120,396 103,428
Diluted(4) 143,126 140,505 140,669 143,976 144,386 130,279 117,074
Dividends declared $ .030 $ .240 $ .960 $ .960 $ .810 $ .690 $ .550
Book value per share of common stock $ 32.74 $ 32.14
BALANCE SHEET
Total assets $ 9,044,693 $ 12,821,951 $ 9,232,299 $ 11,830,352 $ 9,604,488 $ 9,302,490 $ 8,219,472
Long-term debt 2,746,488 3,148,340 2,740,190 1,992,231 1,112,624 1,202,960 811,164
Total stockholders� equity 4,700,415 6,682,158 4,598,625 6,784,641 6,541,490 5,850,116 2,293,146
FINANCIAL RATIOS AND OTHER
DATA
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Cash income (loss) from continuing
operations attributable to Legg Mason,
Inc. per diluted share (non-GAAP)(5) $ 0.69 $ 0.08 $ (15.65) $ 2.88 $ 5.86 $ 4.10 $ 3.17
Profit margin:(6)

Pre-tax 13.2% (5.5)% (95.0)% 9.4% 24.0% 27.0% 30.0% 
After-tax 8.5% (3.4)% (58.5)% 5.7% 14.9% 16.6% 18.8% 
Total debt to total capital(7) 38.9% 35.3% 39.4% 26.9% 14.5% 18.0% 26.1% 
Assets under management (in millions) $ 656,857 $ 922,767 $ 632,404 $ 950,122 $ 968,510 $ 867,550 $ 374,529
Full-time employees 3,684 4,218 3,890 4,220 4,030 3,820 5,580
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(1) Reflects results of Citigroup�s asset management business and Permal Group Ltd since acquisition in fiscal 2006 and discontinued private client, capital
markets and mortgage banking and servicing operations, where applicable.

(2) Certain fiscal 2009 and prior year amounts have been revised as a result of the retroactive adoption, as of April 1, 2009, of Statement of Financial Accounting
Standards (�SFAS�) No. 160, �Noncontrolling Interests in Consolidated Financial Statements, An Amendment of ARB No. 51� and Financial Accounting
Standards Board (�FASB�) issued Staff Position (�FSP�) APB 14-1, �Accounting for Convertible Debt Instruments That May Be Settled in Cash upon Conversion
(Including Partial Cash Settlement)�. See Basis of Presentation in Note 1 of Notes to Consolidated Financial Statements in Item 8. Financial Statements and
Supplementary Data on our Annual Report on Form 10-K for fiscal 2009, as revised in the 8-K filed on August 5, 2009, for more information on SFAS 160
and FSP APB 14-1.

(3) All attributable to Legg Mason, Inc.

(4) Basic shares and diluted shares are the same for periods with a net loss.

(5) Cash income (loss) from continuing operations is a non-GAAP performance measure we define as income from continuing operations attributable to Legg
Mason, Inc., plus amortization and deferred taxes related to intangible assets and goodwill, and imputed interest and tax benefits on contingent convertible
debt less deferred income taxes on goodwill and indefinite-life intangible asset impairments. See Supplemental Non-GAAP Information in Item 7.
Management�s Discussion and Analysis of Financial Condition and Results of Operations on our Annual Report on Form 10-K for fiscal 2009, as revised in
the 8-K filed on August 5, 2009.

(6) Calculated based on income from continuing operations.

(7) Calculated based on total debt as a percentage of total capital (total stockholders� equity plus total debt).
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PRICE RANGE OF COMMON STOCK AND DIVIDEND POLICY

Our common stock is listed on the New York Stock Exchange under the symbol �LM.� The following table sets forth the high and low sales
prices, as reported on the New York Stock Exchange and adjusted for historical stock dividends, and dividends declared per share of our
common stock. As of August 3, there were 142,665,053 shares of our common stock outstanding.

Common Stock Cash
Dividends
DeclaredHigh Low

Fiscal Year Ended March 31, 2008:
First Quarter $ 106.36 $ 92.82 $ 0.24
Second Quarter 103.09 76.80 0.24
Third Quarter 88.20 68.35 0.24
Fourth Quarter 75.32 51.51 0.24
Fiscal Year Ended March 31, 2009:
First Quarter $ 65.50 $ 43.37 $ 0.24
Second Quarter 47.82 26.56 0.24
Third Quarter 38.74 11.09 0.24
Fourth Quarter 25.53 10.37 0.24
Fiscal Year Ending March 31, 2010:
First Quarter $ 26.74 $ 15.53 $ 0.03
Second Quarter (through August 6, 2009) 29.01 22.06 0.03
Stockholders

On August 6, 2009, the last reported sale price of our common stock on the New York Stock Exchange was $28.25. As of August 6, 2009, there
were approximately 1,715 holders of record of our common stock.

Dividend Policy

Our board of directors currently intends to continue to pay regular quarterly cash dividends. However, the declaration of dividends is subject to
the discretion of our board of directors. In determining whether to declare dividends, or how much to declare in dividends, our board will
consider factors it deems relevant, which may include our results of operations and financial condition, our financial requirements, general
business conditions and the availability of funds from our subsidiaries, including restrictions on the ability of our subsidiaries to provide funds to
us. On May 4, 2009, our board of directors declared a regular, quarterly dividend of $0.03 per share, significantly reducing the regular, quarterly
dividend paid on shares of our common stock in order to improve our flexibility to respond to cash needs and business opportunities requiring
cash outflows.
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DESCRIPTION OF THE OFFER

No Recommendation

NONE OF LEGG MASON OR ITS BOARD OF DIRECTORS, THE DEALER MANAGERS OR THE INFORMATION AND EXCHANGE
AGENT MAKES ANY RECOMMENDATION AS TO WHETHER YOU SHOULD TENDER ANY CORPORATE UNITS OR REFRAIN
FROM TENDERING CORPORATE UNITS IN THE EXCHANGE OFFER. ACCORDINGLY, YOU MUST MAKE YOUR OWN DECISION
AS TO WHETHER TO TENDER CORPORATE UNITS IN THE EXCHANGE OFFER AND, IF SO, THE NUMBER OF CORPORATE
UNITS TO TENDER. PARTICIPATION IN THE EXCHANGE OFFER IS VOLUNTARY, AND YOU SHOULD CAREFULLY CONSIDER
WHETHER TO PARTICIPATE. BEFORE YOU MAKE YOUR DECISION, WE URGE YOU TO CAREFULLY READ THIS
PROSPECTUS IN ITS ENTIRETY, INCLUDING THE INFORMATION SET FORTH IN THE SECTION OF THIS PROSPECTUS
ENTITLED �RISK FACTORS� AND THE INFORMATION INCORPORATED BY REFERENCE HEREIN. WE ALSO URGE YOU TO
CONSULT YOUR OWN FINANCIAL AND TAX ADVISORS IN MAKING YOUR OWN DECISIONS ON WHAT ACTION, IF ANY, TO
TAKE IN LIGHT OF YOUR OWN PARTICULAR CIRCUMSTANCES.

Terms of the Offer

Upon the terms and subject to the conditions set forth in this prospectus and in the related letter of transmittal, we are offering to exchange up to
21,850,000 of the Corporate Units for shares of our common stock and cash. Corporate Units that are validly tendered, not validly withdrawn
and accepted in the offer will be retired and cancelled upon exchange. In addition, Corporate Units that are validly tendered and not validly
withdrawn will be subject to proration as described in this prospectus if (a) more than 21,850,000 Corporate Units are tendered or (b) we
conclude based on discussions with the New York Stock Exchange that acceptance of the tendered Corporate Units in the offer is likely to result
in de-listing of the Corporate Units from the New York Stock Exchange.

Fractional shares will not be issued in the offer. If, under the terms of the offer, a tendering holder is entitled to receive an amount of common
stock that is not a whole share, we will round downward such fractional share to a whole share. This rounded amount will be the number of
shares of common stock such tendering holder will receive, and such tendering holder will receive an amount of cash in lieu of any fractional
shares equal to the fraction of a share multiplied by the closing price per share of our common stock on the last business day immediately
preceding the expiration date of the offer.

Legg Mason is only offering to exchange Corporate Units. It is not offering to exchange Treasury Units. If you hold Treasury Units and you
desire to participate in the offer, you may recreate Corporate Units, as applicable, from your Treasury Units, and then tender the recreated
Corporate Units. You may contact the information and exchange agent at the telephone number and address set forth on the back cover of this
prospectus for more information on how to recreate Corporate Units from Treasury Units in order to participate in the offer.

We intend to conduct the exchange offer in accordance with the applicable requirements of the Securities Act, the Exchange Act and the rules
and regulations of the SEC. Corporate Units that are not exchanged in the exchange offer will remain outstanding and the terms of your
Corporate Units that remain outstanding after the consummation of the offer will not change as a result of the offer. Holders of Corporate Units
do not have any appraisal or dissenters rights in connection with the exchange offer.

Accrued and Unpaid Interest and Contract Adjustment Payments

The cash component of the offer consideration will be $6.25 per Corporate Unit. We will not make a separate payment for accrued and unpaid
contract adjustment payments or accrued and unpaid interest payments.
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Expiration Date

For purposes of the offer, the term �expiration date� means 12:01 a.m., New York City time, on August 12, 2009, subject to our right to extend
that time and date with respect to the offer in our absolute discretion, in which case the expiration date means the latest time and date to which
the offer is extended.

Extension, Termination or Amendment

Subject to the applicable regulations of the SEC, Legg Mason expressly reserves the right, in its sole discretion, at any time and from time to
time, and regardless of whether any events preventing satisfaction of the conditions to the offer shall have occurred or shall have been
determined by Legg Mason to have occurred, to extend the period during which the offer is open by giving oral (to be confirmed in writing) or
written notice of such extension to the information and exchange agent and by making public disclosure by press release or other appropriate
means of such extension to the extent required by law. During any extension of the offer, all Corporate Units previously tendered and not
withdrawn will remain subject to the offer and may, subject to the terms and conditions of the offer, be accepted for exchange by Legg Mason.
See also ��Announcements.�

Legg Mason has the right to terminate or withdraw, in its sole discretion, the offer at any time and for any reason if the conditions to the offer are
not met on or prior to the expiration date. In any such event, the Corporate Units previously tendered pursuant to the offer will be promptly
returned to the tendering holders.

Legg Mason reserves the right, subject to applicable law, to (i) waive any and all of the conditions to the offer on or prior to the expiration date
and (ii) amend the terms of the offer. Any waiver, amendment or modification of the offer will apply to all Corporate Units tendered pursuant to
the offer. If Legg Mason makes a change that Legg Mason determines to be material in any of the terms of the offer or waives a condition of the
offer that Legg Mason determines to be material, Legg Mason will give oral (to be confirmed in writing) or written notice of such amendment or
such waiver to the information and exchange agent and will disseminate additional exchange offer documents and extend the offer and
withdrawal rights as Legg Mason determines necessary and to the extent required by law.

There can be no assurance that Legg Mason will exercise its right to extend, terminate or amend the offer. In addition, under certain
circumstances, Legg Mason may, in accordance with applicable law, waive conditions without extending the offer.

Announcements

Any extension, termination or amendment of the offer will be followed promptly by announcement thereof, such announcement in the case of an
extension of the offer to be issued no later than 9:00 a.m., New York City time, on the next business day following the previously scheduled
expiration date. Without limiting the manner in which we may choose to make such announcement, we will not, unless otherwise required by
law, have any obligation to publish, advertise or otherwise communicate any such announcement other than by making a release to an
appropriate news agency or another means of announcement that we deem appropriate.

Proration and Priority of Exchanges

Upon the terms and subject to the conditions of the offer, if 21,850,000 or fewer Corporate Units are validly tendered and not validly withdrawn
on or prior to the expiration date, we will accept for exchange all validly tendered Corporate Units if, and only if, the acceptance of such
tendered Corporate Units would not result in the de-listing of the Corporate Units from the New York Stock Exchange.

Proration

Upon the terms and subject to the conditions of the offer, if more than 21,850,000 Corporate Units are validly tendered and not validly
withdrawn on or prior to the expiration date, we will accept Corporate Units from all holders who validly tender Corporate Units on a pro rata
basis with appropriate adjustment to avoid
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fractional units. In addition, if we conclude based on discussions with the New York Stock Exchange that acceptance of the tendered Corporate
Units in the offer is likely to result in de-listing of the Corporate Units, we will accept a pro rata number of the Corporate Units tendered in the
offer to ensure that the Corporate Units continue to be listed on the New York Stock Exchange after the consummation of the offer.

If, for any reason, proration of tendered Corporate Units is required, we will determine the final proration factor promptly after the expiration
date of the offer. Proration for each holder validly tendering Corporate Units will be based on the ratio of the number of Corporate Units validly
tendered by the holder to the total number of Corporate Units validly tendered by all holders. This ratio will be applied to holders tendering
Corporate Units to determine the number of Corporate Units, rounded up or down as nearly as practicable to the nearest whole unit, that will be
purchased from each holder pursuant to the offer. Any Corporate Units tendered but not accepted because of proration will be returned to you.
We will announce this proration percentage, if it is necessary, promptly after the expiration date.

Because of the potential difficulty in determining the number of Corporate Units validly tendered and not withdrawn, we do not expect that we
will be able to announce the final proration percentage until three to five business days after the expiration date. The preliminary results of any
proration will be announced by press release promptly after the expiration date. Holders may obtain preliminary proration information from the
information and exchange agent, and may be able to obtain this information from their brokers. In the event of proration, we anticipate that we
will commence exchange of the tendered Corporate Units promptly after the expiration date, but no later than five business days after the
expiration date.

Priority of Exchanges

As described under the heading �Material U.S. Federal Income Tax Considerations,� you may be required to recognize taxable gain if you
participate in the offer. If you are required to recognize taxable gain, the adjusted basis, if any, you have in the senior note that is part of each
Corporate Unit will affect the U.S. federal income tax consequences of the exchange to you. If any of your senior notes or purchase contracts has
an adjusted basis that is different from any of your other senior notes or purchase contracts and we prorate the tendered Corporate Units, you
may wish to designate which of the Corporate Units are to be purchased in the offer. The letter of transmittal provides you the opportunity to
designate the order of priority in which Corporate Units are to be purchased if we prorate the tendered Corporate Units.

Acceptance of Corporate Units for Exchange and Delivery of Offer Consideration

If the conditions to the offer are satisfied, or if we waive all of the conditions that have not been satisfied, we will accept tendered Corporate
Units at the expiration date and after we receive validly completed and duly executed letters of transmittal or agent�s messages (as defined in
��Procedures for Tendering Corporate Units�Tendering of Corporate Units Through DTC� below) with respect to any and all of the Corporate Units
validly tendered and not withdrawn for exchange at such time, by notifying the information and exchange agent of our acceptance. The notice
may be oral if we promptly confirm it in writing.

We expressly reserve the right, in our sole discretion, to delay acceptance for exchange of Corporate Units validly tendered and not withdrawn
under the offer (subject to Rule 14e-1(c) under the Exchange Act, which requires that we issue the offered consideration or return the Corporate
Units deposited thereunder promptly after termination or withdrawal of the offer), or to terminate the offer and not accept for exchange any
Corporate Units not previously accepted, (i) if any of the conditions to the offer shall not have been satisfied or validly waived by us, (ii) in order
to comply in whole or in part with any applicable law, or (iii) for administrative purposes, as such may be required by difficulties in determining
the final proration percentage. In all cases, the offer consideration for Corporate Units validly tendered and not withdrawn pursuant to the offer
will be paid only on the settlement date and after timely receipt by the information and exchange agent of (1) certificates representing the
Corporate Units, or timely confirmation of a book-entry transfer (a �book-entry confirmation�) of the Corporate Units into the information and
exchange agent�s account at the Depositary Trust Company (�DTC�), (2) the properly completed and duly executed letter of transmittal (or a
facsimile thereof) or an agent�s message in lieu thereof and (3) any other documents required by the letter of transmittal.
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For purposes of the offer, we will be deemed to have accepted for exchange validly tendered (and not validly withdrawn) Corporate Units as
provided herein when, and if, we give oral or written notice to the information and exchange agent of our acceptance of the Corporate Units for
exchange pursuant to the offer. In all cases, the exchange of Corporate Units pursuant to the offer will be made by deposit of the offer
consideration with the information and exchange agent, which will act as your agent for the purposes of receiving the offer consideration from
us, and delivering the offer consideration to you. On and after the settlement date, the tendering holders whose Corporate Units have been
exchanged by us will cease to be entitled to receive interest and contract adjustment payments on such Corporate Units. Such tendering holders
will receive the applicable consideration for the Corporate Units accepted for exchange. Also, promptly after the settlement date, the information
and exchange agent will return to any holder of Corporate Units who partially tendered a physical Corporate Unit a certificate for the portion of
the Corporate Unit that was not tendered. The information and exchange agent will mail all such non-tendered Corporate Units and checks by
first-class mail unless such Corporate Units and/or checks represent more than $250,000, in which case they will be mailed by registered mail
and, in the case of returned Corporate Units, insured separately for their replacement value.

If, for any reason whatsoever, acceptance for exchange of any Corporate Units validly tendered and not withdrawn pursuant to the offer is
delayed (whether before or after our acceptance for exchange of the Corporate Units) or we extend the offer or are unable to accept for exchange
the Corporate Units validly tendered and not withdrawn pursuant to the offer, then, without prejudice to our rights set forth herein, we may
instruct the information and exchange agent to retain validly tendered Corporate Units and those Corporate Units may not be withdrawn, subject
to the circumstances described in ��Withdrawal of Tenders� below.

We will pay or cause to be paid all transfer taxes with respect to the acceptance of any Corporate Units unless the box titled �Special Payment or
Issuance Instructions� or the box titled �Special Delivery Instructions� on the letter of transmittal has been completed, as described in the
instructions thereto.

Under no circumstances will any interest be payable because of any delay in the transmission of funds to you with respect to accepted Corporate
Units.

Any tendered Corporate Units that are not accepted for exchange by us, including due to the proration provisions, will be returned without
expense to their tendering holder. In the case of Corporate Units tendered by book-entry transfer to the information and exchange agent�s account
at DTC according to the procedures described in this prospectus, Corporate Units not accepted by us for exchange will be credited to an account
maintained with DTC. These actions will occur promptly after the expiration or termination of the offer.

We will pay all fees and expenses of the information and exchange agent in connection with the offer. See �Dealer Managers and Information and
Exchange Agent.�

Market and Trading Information

The Corporate Units are listed on the New York Stock Exchange under the symbol �LMI.� The following table sets forth, for the period indicated,
the reported high and low closing prices in U.S. dollars for the Corporate Units.

Price Per Corporate Unit
Quarter Ended     High        Low    
Fiscal Year Ended March 31, 2009
First Quarter $ 49.81 $ 41.60
Second Quarter $ 44.60 $ 24.47
Third Quarter $ 34.01 $ 12.10
Fourth Quarter $ 25.75 $ 14.11
Fiscal Year Ended March 31, 2010
First Quarter $ 26.91 $ 17.75
Second Quarter (through August 6, 2009) $ 31.84 $ 23.77
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The Corporate Units started trading on May 8, 2008. The last reported sales price of the Corporate Units on the New York Stock Exchange on
August 6, 2009 was $31.33. Legg Mason urges you to obtain current market price information for the Corporate Units before deciding
whether to participate in the offer.

As of August 3, 2009, there were 23,000,000 Corporate Units outstanding.

Procedures for Tendering Corporate Units

General

In order to participate in the offer, you must validly tender your Corporate Units to the information and exchange agent as described below. We
have the right to waive any defects related to the tenders. However, we are not required to waive defects and are not required to notify you of
defects in your tender.

Tendering of Corporate Units Through DTC

Corporate Units in book-entry form must be tendered through DTC. DTC participants must electronically transmit their acceptance of the offer
through DTC�s Automated Tender Offer Program (�ATOP�), for which the transaction will be eligible. In accordance with ATOP procedures, DTC
will then verify the acceptance of the offer and send an agent�s message to the information and exchange agent for its acceptance. An �agent�s
message� is a message transmitted by DTC, received by the information and exchange agent and forming part of the book-entry confirmation,
which states that DTC has received an express acknowledgement from you that you have received this prospectus and accompanying letter of
transmittal and agree to be bound by the terms of the letter of transmittal, and that we may enforce such agreement against you.

Tendering of Corporate Units Held in Physical Form

We believe that all of the Corporate Units are held in book-entry form only at DTC. If you hold Corporate Units in physical, certificated form,
you will need to deposit such Corporate Units into DTC in order to participate in the offer. If you need assistance doing so, please contact the
information and exchange agent whose address and telephone numbers are located on the back cover page of this prospectus.

Effect of Letter of Transmittal

Subject to and effective upon the acceptance for exchange of Corporate Units tendered thereby, by executing and delivering a letter of
transmittal, or being deemed to have done so as part of your electronic submission of your tender through DTC, you (i) irrevocably tender, sell,
assign and transfer to or upon our order all right, title and interest in and to all the Corporate Units tendered thereby and (ii) irrevocably appoint
the information and exchange agent as your true and lawful agent and attorney-in-fact (with full knowledge that the information and exchange
agent also acts as our agent with respect to the tendered Corporate Units), with full power coupled with an interest, to:

� deliver certificates representing the Corporate Units, or transfer ownership of the Corporate Units on the account books maintained by
DTC, together with all accompanying evidences of transfer and authenticity, to or upon our order;

� present the Corporate Units for transfer on the relevant security register; and

� receive all benefits or otherwise exercise all rights of beneficial ownership of the Corporate Units, all in accordance with the terms of
the offer.

Guaranteed Delivery

If a registered holder of Corporate Units desires to tender any Corporate Units and the Corporate Units are not immediately available, or time
will not permit the holder�s Corporate Units or other required documents to reach the exchange agent before the expiration date, or the
procedures for book-entry transfer cannot be completed on a timely basis, a tender may be effected if:
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� before the expiration date, the information and exchange agent receives from the eligible institution a properly completed and duly
executed letter of transmittal and notice of guaranteed delivery, substantially in the form provided by us. The notice of guaranteed
delivery must state the name and address of the holder of the Corporate Units and the number of the Corporate Units tendered, that the
tender is being made and guaranteeing that within three New York Stock Exchange trading days after the date of execution of the notice
of guaranteed delivery, a book-entry confirmation or the certificates for all physically tendered Corporate Units, in proper form for
transfer, and all other documents required by the letter of transmittal will be deposited by the eligible institution with the information
and exchange agent; and

� a book-entry confirmation or the certificates for all physically tendered Corporate Units, in proper form for transfer, and all other
documents required by the letter of transmittal are received by the information and exchange agent within three New York Stock
Exchange trading days after the date of execution of the notice of guaranteed delivery.

Determination of Validity

All questions as to the validity, form, eligibility (including time of receipt) and acceptance for exchange of any tendered Corporate Units
pursuant to any of the procedures described above, and the form and validity (including time of receipt of notices of withdrawal) of all
documents will be determined by us in our sole discretion, which determination will be final and binding. We reserve the absolute right to reject
any or all tenders of any Corporate Units determined by us not to be in proper form, or if the acceptance of, or exchange of, such Corporate
Units may, in the opinion of our counsel, be unlawful. We also reserve the right to waive any conditions to the offer that we are legally permitted
to waive.

Your tender will not be deemed to have been validly made until all defects or irregularities in your tender have been cured or waived. None of
us, the information and exchange agent and any other person or entity is under any duty to give notification of any defects or irregularities in any
tender or withdrawal of any Corporate Units or will incur any liability for failure to give any such notification. Please send all materials to the
information and exchange agent and not to us.

Withdrawal of Tenders

You may validly withdraw Corporate Units that you tender at any time prior to the expiration date of the offer, which is 12:01 a.m., New York
City time, on August 12, 2009, unless extended by us. In addition, if not previously returned, you may withdraw any Corporate Units that you
tender that are not accepted by us for exchange after the expiration of 40 business days from the commencement of the offer. You may also
validly withdraw Corporate Units that you tender if the offer is terminated without any Corporate Units being accepted or as required by
applicable law. If such a termination occurs, the Corporate Units will be returned to the tendering holder promptly.

A holder who validly withdraws previously tendered Corporate Units prior to the expiration date and does not validly re-tender Corporate Units
prior to the expiration date will not receive the offer consideration. A holder of Corporate Units who validly withdraws previously tendered
Corporate Units prior to the expiration date and validly re-tenders Corporate Units prior to the expiration date will receive the offer
consideration.

If you have tendered Corporate Units, you may withdraw those Corporate Units by delivering a written notice of withdrawal or a properly
transmitted request via DTC, subject to the limitations described herein, prior to the expiration date or, if your Corporate Units are not
previously accepted by us for exchange, after the expiration of 40 business days after the commencement of the offer. To be effective, a written
or facsimile transmission notice of withdrawal of a tender or a properly transmitted request via DTC must:

� be received by the information and exchange agent at the address specified on the back cover of this prospectus prior to the expiration
date (or, if your Corporate Units are not previously accepted by us for exchange, after the expiration of 40 business days after the
commencement of the offer);

� specify the name of the holder of the Corporate Units to be withdrawn;
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� contain the description of the Corporate Units to be withdrawn, the number of the account at DTC to which the Corporate Units were
tendered (or, in the case of Corporate Units tendered in physical form, the certificate numbers shown on the particular certificates
representing such Corporate Units) and the number of Corporate Units; and

� be signed by the holder of the Corporate Units in the same manner as the original signature on the letter of transmittal or be
accompanied by documents of transfer sufficient to have the holder register the transfer of the Corporate Units into the name of the
person withdrawing the Corporate Units.

If the Corporate Units to be withdrawn have been delivered or otherwise identified to the information and exchange agent, a signed notice of
withdrawal is effective immediately upon receipt by the information and exchange agent of written or facsimile transmission of the notice of
withdrawal (or receipt of a request via DTC) even if physical release is not yet effected. A withdrawal of Corporate Units can only be
accomplished in accordance with the foregoing procedures.

We will have the right, which may be waived, to reject the defective withdrawal of Corporate Units as invalid and ineffective. If we waive our
rights to reject a defective withdrawal of Corporate Units, subject to the other terms and conditions set forth in this prospectus and
accompanying letter of transmittal, your Corporate Units will be withdrawn and you will not be entitled to the offer consideration.

If you withdraw Corporate Units, you will have the right to re-tender them prior to the expiration date in accordance with the procedures
described above for tendering outstanding Corporate Units. If we amend or modify the terms of the offer or the information concerning the offer
in a manner determined by us to constitute a material change to the offer, we will disseminate additional offer materials and if, at the time notice
of any such amendment or modification is first published, sent or given to holders of Corporate Units, the offer is scheduled to expire at any time
earlier than the tenth business day from and including the date that such notice is first so published, sent or given, the offer will be extended until
no sooner than the expiration of such ten business day period. An extension of the expiration date will not affect a holder�s withdrawal rights,
unless otherwise provided or as required by applicable law.

Source and Amount of Funds

Assuming 21,850,000 Corporate Units are validly tendered and accepted for exchange, we will need approximately $136.6 million in cash to
fund the cash portion of the offer consideration. We will use cash on hand to make these payments. There are no alternative financing
arrangements for the exchange offer. The shares of our common stock to be issued in the exchange offer are available from our authorized but
unissued shares of common stock.

Conditions to the Offer

Notwithstanding any other provisions of the exchange offer to the contrary, the exchange offer is subject to the following condition that we may
not waive: the registration statement of which this prospectus forms a part shall have become effective and no stop order suspending the
effectiveness of the registration statement and no proceedings for that purpose shall have been instituted or be pending, or to our knowledge, be
contemplated or threatened by the SEC.

In addition, we will not be required to accept for exchange, or to exchange, Corporate Units validly tendered (and not validly withdrawn)
pursuant to the offer, and may terminate, amend or extend the offer or delay or refrain from accepting for exchange, or exchanging, the
Corporate Units or transferring the offer consideration to the holders, if, in our reasonable judgment, any of the following shall have occurred
and be continuing on or after the date of this prospectus and before the expiration date:

� there shall have been instituted or threatened or be pending any action, proceeding or investigation (whether formal or informal), or
there shall have been any material adverse development to any action or proceeding currently instituted, threatened or pending, before
or by any court, governmental, regulatory or administrative agency or instrumentality, or by any other person, in connection with the
exchange offer that, in our reasonable judgment, either (a) is, or is reasonably likely to be, materially adverse to our
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business, operations, properties, condition (financial or otherwise), income, assets, liabilities or prospects, (b) would or might prohibit,
prevent, restrict or delay consummation of the exchange offer, or (c) would materially impair the contemplated benefits of the offer to
us or be material to holders in deciding whether to accept the offer;

� an order, statute, rule, regulation, executive order, stay, decree, judgment or injunction shall have been proposed, enacted, entered,
issued, promulgated, enforced or deemed applicable by any court or governmental, regulatory or administrative agency or
instrumentality that, in our reasonable judgment, either (a) would or might prohibit, prevent, restrict or delay consummation of the offer
or (b) is, or is reasonably likely to be, materially adverse to our business, operations, properties, condition (financial or otherwise),
assets, liabilities or prospects;

� there shall have occurred or be reasonably likely to occur any event or condition affecting our or our affiliates� business or financial
affairs or our subsidiaries that, in our reasonable judgment, would or might result in any of the consequences referred to in the first
bulleted item of this section or that would or might prohibit, prevent, restrict or delay consummation of the offer or make it inadvisable
to consummate the offer, including based on our pro forma capital structure;

� the trustee for the senior notes or the contract agent or collateral agent for the purchase contracts (or persons performing similar
functions) shall have objected in any respect to or taken action that could, in our reasonable judgment, adversely affect the
consummation of the offer or shall have taken any action that challenges the validity or effectiveness of the procedures used by us in the
making of the offer or the acceptance of, or payment for, the Corporate Units pursuant to the offer;

� there has occurred (a) any general suspension of, or limitation on prices for, trading in securities in the United States securities or
financial markets, (b) a material impairment in the trading market for debt securities, (c) a declaration of a banking moratorium or any
suspension of payments in respect to banks in the United States or other major financial markets, (d) any limitation (whether or not
mandatory) by any government or governmental, administrative or regulatory authority or agency, domestic or foreign, or other event
that, in our reasonable judgment, might affect the extension of credit by banks or other lending institutions, (e) a commencement of a
war, armed hostilities, terrorist acts or other national or international calamity directly or indirectly involving the United States or (f) in
the case of any of the foregoing existing on the date hereof, a material acceleration or worsening thereof; or

� the New York Stock Exchange shall have informed us that the Corporate Units are reasonably likely to be de-listed as a result of our
acceptance of all Corporate Units validly tendered in the offer.

The New York Stock Exchange will consider de-listing the outstanding Corporate Units if, following the exchange, the number of publicly-held
Corporate Units is less than 100,000, the number of holders of Corporate Units is less than 100, the aggregate market value of the Corporate
Units is less than $1 million or for any other reason based on the suitability for the continued listing of the Corporate Units in light of all
pertinent facts as determined by the New York Stock Exchange. In the event that a significant number of holders tender their Corporate Units or
a significant number of the Corporate Units are tendered in the offer such that we conclude based on discussions with the New York Stock
Exchange that acceptance of the tendered Corporate Units in the offer is likely to result in de-listing, we may accept a pro rata number of the
Corporate Units tendered in order to ensure that the Corporate Units continue to be listed on the New York Stock Exchange. Therefore, while we
are making the offer for up to 21,850,000 Corporate Units, we may not accept 21,850,000 Corporate Units if doing so may result in the
de-listing of the Corporate Units. If the Corporate Units are likely to be de-listed, we are required to prorate the offer to ensure that the Corporate
Units remain listed on the New York Stock Exchange. If we decide to prorate the offer such that we will only accept an aggregate number of
Corporate Units that is lower than the 21,850,000 Corporate Units that we are currently seeking to exchange, we will extend the exchange offer
for a period of ten business days and provide holders with notice of such extension as described below under ��Extension, Termination or
Amendment.�
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In addition, our obligation to issue the common stock and pay the cash portion of the offer consideration is conditioned upon our acceptance of
Corporate Units pursuant to the offer.

We expressly reserve the right to amend or terminate the exchange offer and to reject for exchange any Corporate Units not previously accepted
for exchange, upon the occurrence of any of the conditions of the exchange offer specified above. In addition, we expressly reserve the right, at
any time or at various times on or prior to the expiration date, to waive any of the conditions of the exchange offer, in whole or in part, except as
to the requirement that the registration statement be declared effective by the SEC, which condition we will not waive. We will give oral or
written notice (with any oral notice to be promptly confirmed in writing) of any amendment, non-acceptance, termination or waiver to the
information and exchange agent as promptly as practicable, followed by a timely press release.

These conditions are for our sole benefit, and we may assert them or waive them in whole or in part at any or at various times on or prior to the
expiration date in our sole discretion. If we fail at any time to exercise any of the foregoing rights, this failure will not constitute a waiver of such
right. Each such right will be deemed an ongoing right that we may assert at any time or at various times on or prior to the expiration date.

All conditions to the exchange offer must be satisfied or waived prior to the expiration of the exchange offer. The exchange offer is not
conditioned upon any minimum number of Corporate Units being tendered for exchange.

We have not made a decision as to what circumstances would lead us to waive any such condition, and any such waiver would depend on
circumstances prevailing at the time of such waiver. Although we have no present plans or arrangements to do so, we reserve the right to amend,
at any time, the terms of the offer. We will give holders of Corporate Units notice of such amendments as may be required by applicable law.

Legal and Other Limitations

Legal and Other Limitations.    This document is not an offer to sell or exchange and it is not a solicitation of an offer to buy or sell Corporate
Units or common stock in any jurisdiction in which the offer is not permitted. Legg Mason is not aware of any jurisdiction where the making of
the offer or its acceptance would not be legal. If Legg Mason learns of any jurisdiction where making the offer or its acceptance would not be
permitted, Legg Mason intends to make a good-faith effort to comply with the relevant law in order to enable the offer and acceptance to be
permitted. If, after such good-faith effort, Legg Mason cannot comply with such law, Legg Mason will determine whether the offer will be made
to and whether tenders will be accepted from or on behalf of persons who are holders of shares of Corporate Units residing in the jurisdiction.

Additional Information

Pursuant to Exchange Act Rule 13e-4, we have filed with the SEC a Tender Offer Statement on Schedule TO (the �Schedule TO�), which contains
additional information with respect to the exchange offer. We will file an amendment to the Schedule TO to report any material changes in the
terms of the exchange offer and to report the final results of the exchange offer as required by Exchange Act Rule 13e-4(c)(3) and 13e-4(c)(4),
respectively. The Schedule TO, including the exhibits and any amendments thereto, may be examined, and copies may be obtained, at the same
places and in the same manner as is set forth under �Available Information� and �Documents Incorporated by Reference.�
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COMPARISON OF RIGHTS OF HOLDERS OF CORPORATE UNITS

AND HOLDERS OF LEGG MASON COMMON STOCK

The following is a description of the material differences between the rights of holders of Corporate Units and holders of common stock. This
summary may not contain all of the information that is important to you. You should carefully read this entire prospectus, including the
documents incorporated by reference, for a more complete understanding of the differences between being a holder of Corporate Units and a
holder of shares of Legg Mason common stock.

Ranking

Corporate Units: The senior notes are unsecured, senior obligations of Legg Mason. The payment of the principal of, and interest on, the senior
notes ranks equally in right of payment with our existing and future unsecured and unsubordinated indebtedness and senior in right of payment
to any of our existing and future subordinated indebtedness. The senior notes are effectively subordinated to any secured indebtedness to the
extent of the value of the assets securing such indebtedness. Additionally, the notes are effectively subordinated to all existing and future
indebtedness of our subsidiaries.

The obligations with respect to the contract adjustment payments are subordinated and junior in right of payment to our senior indebtedness.
�Senior indebtedness� with respect to the contract adjustment payments means indebtedness of any kind, unless the instrument under which such
indebtedness is incurred expressly provides that it is on a parity in right of payment with or subordinate in right of payment to the contract
adjustment payments.

Common Stock: The common stock ranks junior with respect to dividend rights and rights upon liquidation, dissolution or winding up of Legg
Mason to all indebtedness and any preferred stock we may issue.

Dividends/Distributions

Corporate Units: Holders of Corporate Units are entitled to receive quarterly cash distributions consisting of their pro rata share of interest
payments on the senior notes attributable to the undivided beneficial ownership interest in the senior notes, equivalent to the rate of 5.6% per
year. The interest rate of the senior notes may be reset in connection with a remarketing, as described below. The reset rate may be higher or
lower than the initial interest rate of the notes depending on the results of the remarketing and market conditions at that time. Holders of
Corporate Units also have the option to convert their Corporate Units to Treasury Units by substituting, for the related undivided beneficial
ownership interest in senior notes held by the collateral agent, a beneficial ownership interest in a zero-coupon U.S. Treasury security with a
principal amount at maturity of $1,000 that matures on June 30, 2011 or earlier (a �U.S. Treasury security�) with a total principal amount at
maturity equal to the aggregate principal amount of the senior notes underlying the undivided beneficial ownership interests in senior notes for
which substitution is being made. For holders of Corporate Units who have converted their Corporate Units to Treasury Units, there will be no
distributions in respect of the U.S. Treasury securities that are a component of the Treasury Units, but the holders of the Treasury Units are
entitled to continue to receive the scheduled quarterly interest payments on the senior notes that were released to them when the Treasury Units
were created for as long as they hold the notes.

Holders of Corporate Units are also entitled to receive quarterly contract adjustment payments from Legg Mason at the rate of 1.40% per year on
the stated amount of $50.00 per Corporate Unit.

We may, at our option and upon prior written notice to the holders of the Corporate Units and the purchase contract agent, defer the payment of
contract adjustment payments on the related purchase contracts forming a part of the Corporate Units to any subsequent payment date until no
later than the purchase contract settlement date.

In addition, holders of Corporate Units may be entitled to receive certain remarketing proceeds in the future. Under the terms of the Corporate
Units, remarketing of the senior note that is a component of each Corporate Unit is expected to be attempted during the period beginning on
December 27, 2010 and ending on June 17, 2011, and if the remarketing is unsuccessful, the period beginning on, and including, the fifth
business day, and
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ending on, and including, the third business day immediately preceding June 30, 2011; provided, however, that in no event will the remarketing
period extend beyond the third scheduled trading day prior to the purchase contract settlement date, as specified by Legg Mason and notified to
the holders of the Corporate Units.

With respect to the remarketing, we will enter into a remarketing agreement with a nationally recognized investment banking firm, pursuant to
which that firm will agree, as remarketing agent, to use reasonable best efforts to obtain a price for the senior notes to be remarketed that results
in net cash proceeds equal to approximately 100% of the $1,000 principal amount of such notes (such principal amount, the �remarketing value�)
plus the applicable remarketing fee. To obtain that price, the remarketing agent may reset the interest rate on the senior notes. In connection with
a successful remarketing, we may also elect, in our sole discretion, to change the stated maturity of the senior notes to any date later than
December 30, 2012 and earlier than June 30, 2021, provided that there will be at least two years between the reset effective date and the earlier
maturity date. If, and only if, the senior notes are successfully remarketed, such proceeds, less the remarketing fee, will be paid in direct
settlement of the obligations of the holders of Corporate Units to purchase our common stock. The remarketing agent will remit the remaining
portion of the proceeds, if any, associated with the senior notes that had been part of Corporate Units immediately prior to the remarketing for
payment to the holders of the Corporate Units participating in the remarketing.

If the senior notes have not been successfully remarketed prior to the purchase contract settlement date, the holders of the senior notes that do
not underlie Corporate Units will have the right to put their senior notes to us on the date provided in the remarketing notice. The proceeds of the
put will be applied to satisfy the obligations of the holders of the Corporate Units under the related purchase contracts.

Common Stock: Holders of common stock are entitled to dividends as may be declared from time to time by the board of directors from funds
available therefor.

Listing

Corporate Units: The Corporate Units are currently listed on the New York Stock Exchange under the symbol �LMI.�

Common Stock: Legg Mason common stock is listed on the New York Stock Exchange under the symbol �LM.�

Voting Rights

Corporate Units: Holders of the Corporate Units have no voting or other rights in respect of the common stock underlying the purchase
contracts.

Common Stock: Each share of Legg Mason common stock entitles the holder thereof to one vote on all matters, including the election of
directors, and, subject to our existing preferred stock and except as otherwise required by law or provided in any resolution adopted by our board
of directors with respect to any other series of preferred stock it may issue, the holders of the shares of common stock will possess all voting
power.

Exchange

Corporate Units: Each purchase contract that is part of a Corporate Unit obliges its holder to purchase for $50.00 in cash, and Legg Mason to
sell, on June 30, 2011 or upon early settlement, a number of shares of Legg Mason common stock equal to the settlement rate. The settlement
rate, which is subject to anti-dilution adjustments, would be calculated as follows:

� if the adjusted applicable market value of our common stock is equal to or greater than $67.56, which we refer to as the threshold
appreciation price, the settlement rate will be 0.7401 or more of a share of our common stock (which in no event will be more than
0.8881 of a share), as adjusted for anti-dilution events, with the actual number of shares issuable being determined based on the formula
described herein;
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� if the adjusted applicable market value of our common stock is less than the threshold appreciation price of $67.56 but greater than
$56.30, which we refer to as the reference price, the settlement rate will be a number of shares of our common stock equal to $50.00
divided by the applicable market value; and

� if the adjusted applicable market value of our common stock is less than or equal to the reference price, the settlement rate will be
0.8881 of a share of our common stock, as adjusted for anti-dilution events.

The �adjusted applicable market value� means the product of the applicable market value and the anti-dilution factor in effect on the relevant
purchase contract settlement date; provided, however, that if an adjustment to the anti-dilution factor is required to be made pursuant to the
occurrence of certain events during the period taken into consideration for determining the applicable market value, appropriate and customary
adjustments shall be made to the anti-dilution factor. The �applicable market value� means the average of the closing prices per share of our
common stock over the 20 consecutive trading day period ending on the third trading day immediately preceding the purchase contract
settlement date. The �anti-dilution factor� is a cumulative factor that reflects the aggregate adjustments, if any, made to the low and minimum
settlement rates. The anti-dilution factor is currently equal to one and shall be subject to adjustment.

Subject to certain conditions, a holder of Corporate Units may settle the related purchase contracts with separate cash at any time on or prior to
the seventh business day immediately preceding the purchase contract settlement date, which settlement may only be made in integral multiples
of 20 purchase contracts. Upon such settlement, (1) the settlement rate will be 0.7401 of a share of common stock per Corporate Unit, subject to
anti-dilution adjustments, (2) the senior notes underlying such Corporate Units and securing such purchase contracts will be released from the
pledge under the purchase contract and pledge agreement, and delivered within three business days following the date of early settlement to the
purchase contract agent for delivery to the holder of Corporate Units and (3) the right of the holder of Corporate Units to receive future contract
adjustment payments and any accrued and unpaid contract adjustment payments for the period since the most recent quarterly payment will
terminate. If the purchase contract is not settled with a separate cash payment, the purchase contract will be settled using the proceeds of the
remarketing of the related senior notes or a put of the senior notes to us.

In addition, if a fundamental change occurs (as defined below) prior to the purchase contract settlement date, then each holder of a purchase
contract will have the right, on the �fundamental change early settlement date� (which date will be at least 10 days after the date of written notice
by us, but which will in no event be later than the fifth business day immediately preceding the purchase contract settlement date), to accelerate
and settle such contract early at the �fundamental change early settlement rate� (as defined in the purchase contract and pledge agreement). A
�fundamental change� will be deemed to have occurred if any of the following occurs:

(1) a �person� or �group� within the meaning of Section 13(d) of the Exchange Act has become the direct or indirect �beneficial owner,� as
defined in Rule 13d-3 under the Exchange Act, of our common equity representing more than 50% of the voting power of our
common equity (other than in connection with a consolidation, merger or other transaction described in clause (2) below, in which
case clause (2) shall apply);

(2) we are involved in a consolidation with or merger into any other person, or any merger of another person into us, or any transaction
or series of related transactions (other than a merger that does not result in any reclassification, conversion, exchange or cancellation
of outstanding shares of our common stock), in each case in which 90% or more of our common stock is exchanged for or converted
into securities, cash or other property, 10% or more of which consists of securities, cash or other property that is not (or will not be
immediately upon the effectiveness of such consolidation, merger or transaction) common stock listed on the New York Stock
Exchange, the NASDAQ Global Select Market or the NASDAQ Global Market;

(3) our common stock ceases to be listed or quoted on the New York Stock Exchange, the NASDAQ Global Select Market or the
NASDAQ Global Market (other than in connection with a consolidation, merger or other transaction described in clause (2) above, in
which case clause (2) shall apply); or

(4) our shareholders vote for our liquidation, dissolution or termination.
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Common Stock: Legg Mason common stock is not convertible into any other security.

Governing Document

Corporate Units: As a holder of Corporate Units, your rights currently are set forth in, and you may enforce your rights under, the purchase
contract and pledge agreement relating to the purchase contract and the indenture and supplemental indenture relating to the senior notes.

Common Stock: After completion of the exchange offer, holders of shares of our common stock will have their rights set forth in, and may
enforce their rights under, Maryland General Corporation Law and our articles of incorporation and bylaws.
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EFFECTS OF THE OFFER ON THE MARKET FOR CORPORATE UNITS;

REGISTRATION UNDER THE EXCHANGE ACT; NEW YORK STOCK EXCHANGE LISTING

Legg Mason�s exchange of Corporate Units pursuant to the offer will reduce the number of Corporate Units that might otherwise be traded
publicly and may reduce the number of holders of Corporate Units. The Corporate Units are currently traded on the New York Stock Exchange.
There can be no assurance that holders of Corporate Units will be able to find willing buyers for their Corporate Units after completion of the
offer.

Although Corporate Units may be held by fewer persons after the completion of the offer, we have structured the offer with the intent of
avoiding de-listing of the Corporate Units and do not plan to take any action following the offer to cause the de-listing of the Corporate Units
from the New York Stock Exchange or to terminate the registration thereof. See �Description of the Offer�Conditions to the Offer.�
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DESCRIPTION OF CAPITAL STOCK

Authorized Capital Stock

The following description sets forth certain general terms of our common stock and preferred stock. The description set forth below is not
complete, and is subject to, and qualified in its entirety by reference to, our Articles of Incorporation, as amended, and our By-laws which are
incorporated by reference. Articles Supplementary to our Articles of Incorporation, as amended, will be adopted for each particular series of the
preferred stock that we may issue, which will be filed with the SEC at or before the issuance of the series of preferred stock.

Our authorized capital stock consists of 500,000,000 shares of common stock, par value $0.10 per share, and 4,000,000 shares of preferred
stock, par value $10.00 per share. As of May 22, 2009, we had 142,324,810 shares of common stock and 1 share of preferred stock outstanding.

Common Stock

The holders of the outstanding common stock shall be entitled as a class, share for share, to receive, when and as declared by the board of
directors, dividends payable in cash, in property or in shares of preferred or common stock. We may not pay any dividend (other than in shares
of our common stock) or make any distributions of assets on shares of our common stock until cumulative dividends on any preferred stock then
outstanding have been paid.

The holders of common stock shall be entitled to notice of all meetings of stockholders, shall have one vote per share and shall have exclusive
voting rights on all questions requiring a vote of stockholders, except as may be provided in articles supplementary or as required by law.
Holders of common stock are not entitled to cumulative voting for the election of directors. This means that holders of more than half of the
shares can elect all of the directors and holders of the remaining shares will not be able to elect any directors. There are no preemptive,
conversion, redemption or sinking fund provisions applicable to our common stock. Our By-laws provide for a classified board of directors
consisting of three classes with staggered three-year terms.

In the event of any dissolution, liquidation or winding up of Legg Mason, the holders of the common stock shall be entitled as a class, share for
share, after due payment or provision for payment of the debts and other liabilities of Legg Mason and the payment of the full preferential
amounts to which the holders of its preferred stock are entitled, to share ratably in the remaining net assets of Legg Mason. A consolidation or
merger of Legg Mason shall not be deemed to be a liquidation, dissolution or winding up.

The common stock may be redeemed in whole or in part at the option of the board of directors, at any time or from time to time, at a price equal
to its consolidated book value determined as of the last day of the month in which we give notice of such redemption (�Valuation Date�),
determined in accordance with generally accepted accounting principles in the following manner (the �Book Value�):

(i) No allowance of any kind shall be made for our goodwill or any similar intangible asset;

(ii) All accounts payable shall be taken at the face amount less discounts deductible therefrom and all accounts receivable shall be taken
at the face amount thereof less a reasonable reserve for bad debts;

(iii) All unpaid and accrued taxes shall be deducted as liabilities;

(iv) Every membership on a national securities exchange held for our benefit or the benefit of one of our subsidiaries shall be taken at its
fair value, which shall be the price contracted for at the last sale of a comparable membership on the Valuation Date, or if there is no
sale contracted for on that date, the value shall be the mean between the bid and asked prices on that date. If there is no quotation on
the Valuation Date, then the value shall be determined by the quotation (either of a sale or on a bid and asked basis) which occurred
before and closest in point of time to the Valuation Date;
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(v) All securities owned by us shall be taken at their fair market value. The word �securities� as used in herein includes any instrument
defined as a �security� by the Securities Act;

(vi) All other assets and liabilities shall be taken as shown on our books; and

(vii) The excess of the proceeds over the cash surrender value of any policy of insurance on the life of an employee or stockholder, or
former employee or stockholder, received by us or one of our subsidiaries because of the death of the insured within six (6) months
of the Valuation Date shall be excluded.

Not less than thirty (30) nor more than fifty (50) days prior to the date fixed for redemption, we shall give notice by mail, postage prepaid, to any
holders of record of common stock to be redeemed, such notice to be addressed to each such stockholder at his post office address as shown on
our stock transfer books.

The amount of the common stock to be redeemed at the option of the board of directors must be approved by a two-thirds ( 2/3) vote of the entire
board of directors but need not be ratable or proportionate among the holders of the common stock.

On or after the date fixed for redemption as stated in such notice, each holder of common stock called for redemption shall surrender his
certificate evidencing such shares to us at the place designated in such notice and shall thereupon be entitled to receive payment of the
redemption price in cash. In case less than all of the shares represented by any such surrendered certificate are redeemed, a new certificate shall
be issued representing the unredeemed shares. If such notice of redemption shall have been duly given, and if on the date fixed for redemption
funds necessary for the redemption shall be available therefor, then notwithstanding that the certificate evidencing any shares of common stock
so called for redemption shall not have been surrendered, all rights with respect to such shares shall forthwith after such date cease and
terminate, except only the right of the holders, subject to applicable law, to receive the redemption price without interest upon surrender of the
certificate therefor.

Preferred Stock

Our Articles of Incorporation, as amended, authorize our board of directors to issue up to 4,000,000 shares of preferred stock from time to time
in one or more series, with such voting powers, full or limited, or without voting powers, and with such designations, preferences and relative,
participating, optional or other special rights, and qualifications, limitations or restrictions thereof, as shall be stated and expressed in the
resolution or resolutions providing for the issue thereof adopted by the board of directors and set forth in articles supplementary filed for record
with the State Department of Assessments and Taxation, and as are not contrary to those stated and expressed in these articles of incorporation,
or any amendment thereto, including (but without limiting the generality of the foregoing) the following:

(i) The designation of and number of shares constituting such series;

(ii) The dividend rate of such series, the conditions and dates upon which such dividends shall be payable, the preference or relation
which such dividends shall bear to the dividends payable on any other class or classes or of any other series of capital stock, and
whether such dividends shall be cumulative or non-cumulative;

(iii) Whether the shares of such series shall be subject to redemption by us, and, if made subject to such redemption, the times, prices and
other terms and conditions of such redemption;

(iv) The terms and amount of any sinking fund provided for the purchase or redemption of the shares of such series;

(v) Whether or not the shares of such series shall be convertible into or exchangeable for shares of any other class or classes or of any
other series of any class or classes of our capital stock, and, if provision be made for conversion or exchange, the times, prices, rates,
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(vi) The extent, if any, to which the holders of the shares of such series shall be entitled to vote as a class or otherwise with respect to the
election of the directors or otherwise;

47

Edgar Filing: LEGG MASON INC - Form 424B3

Table of Contents 58



Table of Contents

(vii) The restrictions, if any, on the issue or reissue of any additional preferred stock; and

(viii) The rights of the holders of the shares of such series upon the dissolution or the distribution of our assets.
The preferred stock will be, when issued against payment, fully paid and non-assessable. Holders will have no preemptive rights to subscribe for
any additional securities that we may issue. Each series of preferred stock will rank senior to our common stock as to payment of dividends
and/or distribution of assets upon liquidation, and senior to any other stock we issue that is expressly made junior to that series of preferred
stock. Each convertible or exchangeable series of preferred stock will specify the terms on which share of the series are convertible or
exchangeable into common stock, another series of preferred stock or debt securities.

Special Voting Stock

On May 26, 2000, we issued one special voting share of preferred stock in connection with our acquisition of Legg Mason Canada Inc. This
special voting share provides the holders of exchangeable shares of our subsidiary, Legg Mason Canada Holdings Ltd., with substantially the
same voting rights as the holders of our common stock. The special voting share has a number of votes, which may be cast at a Legg Mason
stockholders� meeting, equal to the number of exchangeable shares outstanding. As of May 22, 2009, there were 1,222,073 exchangeable shares
outstanding.

Corporate Governance

Two-Tier Business Combination Provision

Maryland law requires the affirmative vote of at least a majority of all of the outstanding shares entitled to vote to approve a merger,
consolidation, share exchange or disposition of all or substantially all of our assets. Our Articles of Incorporation, as amended, require the
affirmative vote of not less than 70% of our then outstanding voting shares to approve any �business combination� of us with any �Related Person�
unless certain conditions have been met. In addition, the 70% vote must include the affirmative vote of at least 55% of the outstanding shares of
voting stock held by stockholders other than the Related Person. Accordingly, the actual vote required to approve the business combination may
be greater than the 70%, depending upon the number of shares controlled by the Related Person. A Related Person is defined to include any
person or entity which is, directly or indirectly, the beneficial owner of 15% or more of the outstanding shares of our voting stock, including any
affiliate or associate of such person or entity. The term �business combination� is defined to include a wide variety of transactions between us and
a Related Person, including a merger, consolidation, share exchange or sale of assets having a fair market value greater than 10% of the book
value of our consolidated assets.

However, if the Related Person pays a �fair price� to our stockholders in the transaction, the 70% requirement would not be applicable and the
proposed business combination could be approved by a simple majority of the stockholders unless otherwise required by Maryland law,
provided that such affirmative vote includes at least 55% of the voting stock held by persons other than the Related Person. Under our Articles
of Incorporation, as amended, the �fair price� must be at least equal to the greater of:

� the highest price paid or agreed to be paid by the Related Person to purchase shares of our common stock during the 24-month period
prior to the taking of such vote; or

� the highest market price of the common stock during the 24-month period prior to the taking of such vote; or

� the per share book value of our common stock at the end of the calendar quarter immediately preceding the taking of such vote.
In addition, the �fair price� consideration to be received by our stockholders must be of the same form and kind as the most favorable form and
kind of consideration paid by the Related Person in acquiring any of its shares of our common stock.
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The special voting provisions are not applicable to a business combination authorized by our board of directors by a vote which includes a
majority of our �Disinterested Directors.� A Disinterested Director is defined to include any member of our board of directors who is not the
Related Person (or an affiliate or associate of the Related Person) and who was a director prior to the time that the Related Person became a
Related Person, and any successor of a Disinterested Director who is not the Related Person (or an affiliate or associate of the Related Person)
and who is recommended to succeed a Disinterested Director by a majority of the Disinterested Directors then on our board of directors.

Our special voting provisions may not be amended, altered, changed or repealed except by the affirmative vote of at least 70% of the shares of
stock entitled to vote at a meeting of the stockholders called for the consideration of such amendment, alteration, change or repeal, and at least
55% of the outstanding shares of stock entitled to vote thereon held by stockholders who are not Related Persons, unless such proposal was
proposed by our board of directors by a vote which includes a majority of the Disinterested Directors.

The business combination provisions under our Articles of Incorporation, as amended, could have the effect of delaying, deterring or preventing
a change in control. Any possible change in control could also be affected by the applicability of certain Maryland anti-takeover statutes dealing
with business combinations and acquisitions of controlling blocks of shares, as well as by our classified board of director provisions.

Staggered Board

Our board of directors is divided into three classes serving staggered three-year terms. Directors elected to succeed directors whose terms have
expired have a term of office lasting three years.

Unanimous Written Consent; Special Meetings

Any action required or permitted to be taken at a meeting of stockholders may be taken without a meeting:

� if a unanimous consent in writing or by electronic transmission is signed by all the stockholders entitled to vote on the subject matter; or

� by the holders of any class of stock, other than common stock entitled to vote generally in the election of directors, by delivering a
consent in writing or by electronic transmission of the stockholders entitled to cast not less than the minimum number of votes that
would be necessary to authorize or take the action at a stockholders meeting if the corporation gives notice of the action to each holder
of the class of stock not later than ten days after the effective time of the action.

Special meetings of the stockholders can be called by the chairman of the board, the chief executive officer, the president or a majority of the
board of directors. Special meetings of stockholders shall also be called by the secretary upon written request of the holders of shares entitled to
cast no less than a majority of all the votes entitled to be cast in such meeting.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is American Stock Transfer & Trust Company.
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following discussion is the opinion of Shearman & Sterling LLP, our federal tax counsel, as to the material U.S. federal income tax
considerations relating to the offer to exchange and to the ownership and disposition of the common stock for holders who acquire such stock in
the exchange. This discussion does not purport to be a complete analysis of all the potential tax consequences relating thereto. This summary is
based upon the provisions of the Internal Revenue Code of 1986, as amended (the �Code�), Treasury Regulations promulgated thereunder,
administrative rulings and judicial decisions, all as of the date hereof. These authorities may be changed, possibly retroactively, so as to result in
U.S. federal income tax consequences different from those set forth below. We have not sought any ruling from the Internal Revenue Service
(�IRS�) with respect to the statements made and the conclusions reached in the following summary, and there can be no assurance that the IRS will
agree with such statements and conclusions.

This discussion addresses only the tax considerations that are relevant to holders that hold Corporate Units, and that will hold our common stock
received in the exchange, as capital assets within the meaning of Section 1221 of the Code. This summary also does not address the effect of the
U.S. federal estate or gift tax laws or the tax considerations arising under the laws of any foreign, state, local or other taxing jurisdiction. In
addition, this discussion does not address all of the tax considerations that may be applicable to a holder�s particular circumstances or to holders
that may be subject to special tax rules, including, without limitation:

� banks, insurance companies, or other financial institutions;

� holders subject to the alternative minimum tax;

� tax-exempt organizations;

� regulated investment companies or real estate investment trusts;

� dealers in securities or commodities;

� traders in securities that elect to use a mark-to-market method of accounting for their securities holdings;

� non-U.S. holders (as defined and except to the limited extent specifically set forth below);

� persons that are S-corporations, partnerships or other pass-through entities;

� expatriates and certain former citizens or long-term residents of the United States;

� U.S. holders (as defined below) whose functional currency is not the U.S. dollar;

� persons who hold the Corporate Units, senior notes, purchase contracts or our common stock as a position in a hedging transaction,
�straddle,� �exchange transaction� or other risk reduction transaction; or
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� persons deemed to sell the Corporate Units, senior notes, purchase contracts or our common stock under the constructive sale provisions
of the Code.

YOU ARE URGED TO CONSULT YOUR TAX ADVISOR WITH RESPECT TO THE APPLICATION OF THE U.S. FEDERAL
INCOME TAX LAWS TO YOUR PARTICULAR SITUATION AS WELL AS ANY TAX CONSEQUENCES OF THE OFFER AND
THE OWNERSHIP AND DISPOSITION OF OUR COMMON STOCK ACQUIRED IN THE EXCHANGE ARISING UNDER U.S.
FEDERAL ESTATE OR GIFT TAX RULES OR UNDER THE LAWS OF ANY STATE, LOCAL, FOREIGN OR OTHER TAXING
JURISDICTION OR UNDER ANY APPLICABLE TAX TREATY.

For purposes hereof, �U.S. holder� means a beneficial owner of a Corporate Unit or our common stock that is:

� an individual citizen or resident of the United States;

� a corporation or other entity taxable as a corporation for U.S. federal income tax purposes created or organized in the United States or
under the laws of the United States, any state thereof, or the District of Columbia;

� an estate, the income of which is subject to U.S. federal income taxation regardless of its source; or
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� a trust that (1) is subject to the primary supervision of a U.S. court and the control of one or more U.S. persons or (2) has a valid
election in effect under applicable Treasury Regulations to be treated as a U.S. person.

A �non-U.S. holder� means a beneficial owner of a Corporate Unit or our common stock (other than a partnership or other entity treated as a
partnership for U.S. federal income tax purposes) who or which is not a U.S. holder. If a partnership or other entity treated as a partnership for
U.S. federal income tax purposes holds Corporate Units and participates in the exchange, the tax treatment of a partner generally will depend on
the status of the partner and on the activities of the partnership. Partners of partnerships holding Corporate Units that participate in the exchange
are encouraged to consult their tax advisors.

U.S. Federal Income Tax Consequences to Participating U.S. Holders

Treatment of the Corporate Units.    Each Corporate Unit consists of two components, an undivided beneficial interest in a senior note and a
purchase contract. The purchase price of each Corporate Unit was allocated between the senior note and the purchase contract in proportion to
their respective fair market values at the time of issuance. This allocation established the U.S. holder�s initial tax basis in the senior note and the
purchase contract. With respect to the initial issuance, we determined that 100% of the issue price of a Corporate Unit was allocable to the senior
note and 0% was allocable to the purchase contract. By purchasing the Corporate Units upon issuance, each U.S. holder was deemed to have
agreed to this allocation, although this allocation is not binding on the IRS. If a U.S. holder acquired a Corporate Unit through a purchase in the
secondary market, the purchase price should have been similarly allocated between the senior note and the purchase contract in proportion to the
fair market values of the two components at the time of the purchase.

The senior notes have been treated for U.S. federal income tax purposes as �contingent payment debt instruments� under Treasury regulation
section 1.1275-4. As such, U.S. holders generally are required to accrue interest income on the senior notes on the basis of a �comparable yield�
for non-contingent debt instruments issued by us, and to make positive or negative adjustments (as contingencies occur or do not occur) to
account for the differences between the interest accrued on the senior notes at the comparable yield and the amount of interest actually received
in respect of the senior notes. Additionally, gain on the sale or other disposition of a senior note generally is taxable as ordinary income, rather
than capital gain.

There is no direct authority addressing the U.S. federal income tax treatment of the contract adjustment payments under current law, and such
treatment is unclear. We have been reporting the contract adjustment payments on any required information returns as ordinary income to U.S.
holders. Under this treatment, U.S. holders should have included the contract adjustment payments in gross income when received or accrued, in
accordance with their regular method of tax accounting. Alternatively, contract adjustment payments might be characterized for U.S. federal
income tax purposes as non-taxable adjustments to the purchase price payable for our common stock under the purchase contract. If so, a U.S.
holder would not be required to currently include the contract adjustment payments in gross income; instead the U.S. holder would have
increased gain or reduced loss upon the termination of the purchase contract pursuant to the exchange, as discussed below. U.S. holders should
consult their own tax advisors regarding the characterization of contract adjustment payments under U.S. federal income tax law.

Exchange of Corporate Units for Common Stock and Cash.    The exchange of a Corporate Unit for shares of our common stock plus cash
pursuant to the exchange offer will be a taxable event for U.S. holders, subject to potential nonrecognition treatment with respect to the senior
notes as discussed further below. Very generally, gain or loss will be separately calculated with respect to the senior note and the purchase
contract comprising each Corporate Unit. The manner in which such gain or loss is calculated, however, is unclear due to the absence of
authority addressing the same or substantially similar transactions. We intend to take the position that, for U.S. federal income tax purposes, the
exchange of a Corporate Unit for shares of our common stock plus cash pursuant to the offer to exchange should be treated as if:

(1) the purchase contract is terminated for an amount deemed paid to us reflecting the relief of the U.S. holder�s obligation under the
purchase contract; and
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(2) the senior note is retired for shares of common stock, cash (other than the portion of such cash that is properly allocable to the
purchase contract, including accrued and unpaid contract adjustment payments), and a deemed amount reflecting the relief of the
U.S. holder�s obligation under the purchase contract (such deemed amount together with such cash, the �Other Property�).

Under this treatment, if a U.S. holder purchased a Corporate Unit upon original issuance, such U.S. holder should recognize a net amount of loss
equal to the difference between the purchase price of such Corporate Unit and the total fair market value of the consideration received in the
exchange offer. Such loss, however, will be allocated between the purchase contract and the senior note, and it is possible that a U.S. holder will
recognize gain on the senior note (treated as ordinary interest income) and loss on the purchase contract (treated as capital loss and subject to
limitations on deductibility) in excess of the net loss.

For purposes of determining the respective amount of gain or loss, if any, on the senior note and the purchase contract, we believe that the
deemed payment in termination of the purchase contract more likely than not should be valued as equal to the difference between the purchase
price payable by a U.S. holder under the purchase contract ($50.00) and the fair market value of our common stock received by a U.S. holder
pursuant to the exchange offer. While we intend to value the deemed payment in termination of the purchase contract in this manner for tax
purposes, no assurance can be given that the IRS will not challenge our intended tax treatment. Alternatively, the deemed payment could be
valued for tax purposes by reference to the fair market value to you of being relieved of your obligation under the purchase contract (which may
be higher or lower than our valuation). Under this alternative valuation method for the deemed payment in termination of the purchase contract,
certain variables, such as the current interest rate environment, as well as other terms of the purchase contract, such as the remaining term of the
purchase contract and the value of the contract adjustment payments, may be taken into account in valuation of the deemed payment. The
method of valuing the deemed payment could result in differences in the amount of gain or loss recognized by a U.S. holder in respect of the
purchase contract and the senior note, respectively. U.S. holders are encouraged to consult their tax advisors regarding the U.S. federal income
tax consequences of participating in the exchange. The remainder of this discussion assumes that the offer to exchange is characterized for U.S.
federal income tax purposes in accordance with the treatment outlined above.

As mentioned above, a U.S. holder may allocate a portion of the cash received pursuant to the exchange offer to the purchase contract in a
reasonable manner. In this regard, a number of approaches may be considered reasonable, including an allocation to the extent of any accrued
but unpaid contract adjustment payments through the date of the exchange and an allocation based on the fair market value of the purchase
contract (as an absolute number) relative to the fair market value of the senior note. U.S. holders should consult their own tax advisors regarding
the allocation of cash received pursuant to the exchange offer to the purchase contract.

A U.S. holder generally should recognize a capital loss (or potentially a capital gain as described below) on the termination of the purchase
contract equal to the U.S. holder�s adjusted tax basis in the purchase contract plus the deemed payment to us, as described above (net of any
portion of the cash payment allocable to the purchase contract, other than accrued but unpaid contract adjustment payments). A U.S. holder that
purchased a Corporate Unit upon original issuance should have a zero basis in the purchase contract based on the original allocation of the
purchase price. If a U.S. holder purchased a Corporate Unit when the purchase contract had a negative value, the U.S. holder may be deemed to
have received a payment in respect of the purchase contract at the time of such purchase reflecting the U.S. holder�s assumption of liability under
the purchase contract. Such deemed payment would need to be taken into account on termination of the purchase contract (decreasing the capital
loss, or possibly giving rise to capital gain) if the U.S. holder has not previously included the deemed payment in gross income. Gain or loss in
respect of the purchase contract generally should be long term capital gain or loss if the U.S. holder�s holding period for the purchase contract is
more than one year at the time of the exchange. The deduction of capital losses for U.S. federal income tax purposes is subject to limitations.

The treatment of the retirement of the senior note will depend on whether the senior note constitutes a security for U.S. federal income tax
purposes. The term �security� is not defined in the Code or in the Treasury Regulations and has not been clearly defined by judicial decisions. The
determination of whether a particular debt obligation constitutes a security depends on an evaluation of the overall nature of the debt. One of the
most
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significant factors considered in determining whether a particular debt is a security is its original term. In general, debt obligations issued with a
maturity at issuance of less than five years do not constitute securities, whereas debt obligations with a maturity at issuance of ten years or more
constitute securities. While the senior notes have a stated maturity of approximately 13 years, we have the right to change the stated maturity of
the senior notes at the time of remarketing to a term of less than five years. Notwithstanding such possibility, on the basis of judicial authorities,
we believe that the senior notes should constitute securities from a U.S. federal income tax standpoint. As a consequence, as described in greater
detail below, a U.S. holder may have the ability to defer some (but not all) of its gain in respect of the senior note, if any. Loss in respect of a
senior note, if any, similarly would be deferred. The determination as to whether the senior notes constitute securities for U.S. federal income tax
purposes nevertheless remains uncertain, and U.S. holders should consult their own tax advisors.

Based on the treatment of the senior notes as securities for U.S. federal income tax purposes, the exchange of a senior note for common stock
and Other Property should be treated as a recapitalization within the meaning of Section 368(a)(1)(E) of the Code, and the material U.S. federal
income tax consequences of the exchange should be as follows:

� Gain (but not loss) should be recognized on the exchange in an amount equal to the lesser of (i) the amount of gain realized (measured
by the amount by which the fair market value of the common stock and Other Property received in the exchange exceeds the holder�s
adjusted tax basis in the senior note) and (ii) the amount of Other Property received (excluding cash paid in lieu of a fractional share of
our common stock).

� Any such gain will be treated as ordinary interest income under Treasury regulation section 1.1275-4.

� If a U.S. holder has realized gain in excess of the amount of Other Property received (excluding cash paid in lieu of a fractional share of
our common stock), it is not entirely clear whether the �nonrecognition� treatment generally afforded stock received in a recapitalization
would prevent recognition of such gain due to the status of the senior note as a contingent payment debt instrument. In this regard, there
is no guidance as to the interrelationship between the non-recognition provisions of Section 368 of the Code and the Treasury
regulations governing contingent payment debt instruments such as the senior notes. As described above, such Treasury regulations will
re-characterize gain in respect of the senior note as interest income. Thus, the non-recognition provisions allowing for the possible
deferral of gain may not apply to defer the recognition of the interest income. U.S. holders should consult their own tax advisors if the
realized gain exceeds the amount of Other Property received (other than cash received in lieu of fractional shares of our common stock).

� The holding period for the common stock should include the holding period of the senior note surrendered in exchange for the common
stock.

� The adjusted tax basis of the common stock (including a fractional share deemed received and sold as described below) should be equal
to the adjusted tax basis of the senior note surrendered in exchange for the common stock increased by any gain recognized in the
exchange (except for any gain recognized with respect to the deemed sale of a fractional share as described below) and decreased by the
fair market value of Other Property received (excluding cash paid in lieu of a fractional share of our common stock).

� If you receive cash instead of a fractional share of common stock, you should be treated as having received the fractional share of
common stock pursuant to the exchange and then having sold that fractional share of common stock for cash.

Alternatively, if the senior notes do not constitute securities for U.S. federal income tax purposes, the exchange of a senior note for common
stock and Other Property should not qualify as a recapitalization, and the material U.S. federal income tax consequences of the exchange should
be as follows:

� Gain or loss should be recognized in an amount equal to the difference between (i) the sum of the fair market value of the common
stock and Other Property received in the exchange and (ii) the U.S. holder�s adjusted tax basis in the senior note.
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� Under Treasury regulation section 1.1275-4, any such gain will be treated as ordinary interest income, and any such loss will be treated
as ordinary loss to the extent of a U.S. holder�s prior net income inclusions on the note. Any loss in excess of the U.S. holder�s prior net
income inclusions in respect of the senior note will be treated as a capital loss. The deduction of capital losses for U.S. federal income
tax purposes is subject to limitations.

� The adjusted tax basis in the common stock generally should equal the fair market value of the common stock at the time of the
exchange.

� The holding period for the common stock should start on the day following the exchange.
Accrued Contract Adjustment Payments.    Cash received by a U.S. holder in the exchange may be properly allocable to accrued and unpaid
contract adjustment payments in respect of the purchase contract from the most recent contract adjustment payment date to, but not including,
the termination date. There is no direct authority under current law that addresses the U.S. federal income tax treatment of the contract
adjustment payments, and such treatment is, therefore, unclear. We plan to report a portion of the cash payment made pursuant to the offer as
properly allocable to accrued and unpaid contract adjustment payments and as taxable in the same manner as we have been reporting contract
adjustment payments prior to this offer to exchange. For a discussion of alternative U.S. federal income tax treatments of the contract adjustment
payments, see ��Treatment of the Corporate Units� above.

Ownership and Disposition of Common Stock.    Distributions paid by us out of our current or accumulated earnings and profits (as determined
for U.S. federal income tax purposes) on our common stock received as part of the offer will constitute dividends and will be includible in
income by U.S. holders when received. Under current law, such dividends paid to individual U.S. holders generally should qualify for a
maximum 15% tax rate on �qualified dividend income� through December 31, 2010. Such dividends will be eligible for the dividends received
deduction if the U.S. holder is an otherwise qualifying corporate holder that meets the holding period and other requirements for the dividends
received deduction. If a distribution exceeds our current and accumulated earnings and profits, the excess first will be treated as a tax-free return
of the U.S. holder�s investment to the extent of such U.S. holder�s adjusted tax basis in the common stock, and thereafter as capital gain.

Upon a disposition of our common stock (including the disposition of a fractional share interest deemed received and sold as described above), a
U.S. holder generally will recognize capital gain or loss equal to the difference between the amount realized and the U.S. holder�s adjusted tax
basis in the common stock. Such capital gain or loss generally will be long-term capital gain or loss if the U.S. holder had a holding period in
such common stock of more than one year immediately prior to such disposition. Certain U.S. holders (including individuals) are eligible for
preferential U.S. federal income tax rates in respect of long-term capital gain (which rates are scheduled to increase on January 1, 2011). The
deductibility of capital losses is subject to limitations under the Code.

U.S. Federal Income Tax Consequences to Participating Non-U.S. Holders

Exchange of Corporate Units for Common Stock and Cash.    Subject to the discussion below regarding the treatment of accrued interest and
accrued contract adjustment payments, a non-U.S. holder generally will not be subject to U.S. federal income or withholding tax with respect to
any gain realized on the exchange of the senior note for common stock and Other Property (other than the portion of cash that is properly
allocable to accrued interest) or with respect to gain, if any, realized on the termination of the purchase contract unless:

� the gain is effectively connected with the non-U.S. holder�s conduct of a trade or business in the United States (and, if required by an
applicable income tax treaty, is attributable to a permanent establishment in the United States maintained by such non-U.S. holder);

� the non-U.S. holder is an individual present in the United States for 183 days or more during the taxable year in which the gain is
realized and certain other conditions are met; or
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� in the case of a purchase contract, we are or have been a �United States real property holding corporation,� or USRPHC, within the
meaning of the �Foreign Investment in Real Property Tax Act� for U.S. federal income tax purposes at any time during the shorter of the
period commencing on the date the Corporate Units were issued and ending on the date of the termination of the purchase contracts or
the period that such non-U.S. holder held such purchase contract. We believe that we have not been a USRPHC during the period which
the Corporate Units have been outstanding, and we do not anticipate becoming a USRPHC.

For the treatment of any gain described in the first bullet point above, see below under ��Effectively Connected Income.�

Gain described in the second bullet point above will be subject to U.S. federal income tax at a flat 30% rate, but may be offset by U.S. source
capital losses (even though the individual is not considered a resident of the United States for U.S. federal income tax purposes).

Accrued Interest.    A non-U.S. holder generally will not be subject to the 30% U.S. federal income or withholding tax on any amounts received
that are properly allocable to accrued interest on the senior notes (or that otherwise are treated as interest under Treasury regulation section
1.1275-4), provided that the non-U.S. holder:

� does not own, actually or constructively, 10% or more of the total combined voting power of all classes of our stock entitled to vote;

� is not a �controlled foreign corporation� with respect to which we are, directly or indirectly, a �related person;�

� is not a bank receiving interest pursuant to a loan agreement entered into in the ordinary course of its trade or business; and

� provides the holder�s name and address, and certifies, under penalties of perjury, that the holder is not a U.S. person (which certification
may be made on an IRS Form W-8BEN (or successor form)), or, if the holder holds the senior notes through certain foreign
intermediaries, such holder and the foreign intermediaries satisfy the certification requirements of applicable Treasury Regulations.

If a non-U.S. holder cannot satisfy the requirements described above, such non U.S. holder will be subject to a 30% U.S. federal withholding tax
unless the non-U.S. holder provides us with a properly executed (1) IRS Form W-8BEN (or successor form) claiming an exemption from or
reduction in withholding under the benefit of an applicable U.S. income tax treaty or (2) IRS Form W-8ECI (or successor form) stating that the
interest is not subject to withholding tax because it is effectively connected with the Non-U.S. holder�s conduct of a U.S. trade or business. For
the treatment of any interest that is described immediately above in (2), see below under ��Effectively Connected Income.�

Accrued Contract Adjustment Payments.    There is no direct authority under current law that addresses the U.S. federal income tax treatment of
the contract adjustment payments, and such treatment is, therefore, unclear. Consistent with our past practice, we intend to treat any amounts
paid that are properly allocable to accrued contract adjustment payments as amounts subject to U.S. federal withholding tax at a 30% rate, unless
an income tax treaty reduces or eliminates such tax or the payment is effectively connected with the conduct by the non-U.S. holder of a trade or
business within the United States and the non-U.S. holder provides the applicable, properly executed IRS forms, as described above. For the
treatment of any accrued contract adjustment payments that are effectively connected with a U.S. trade or business, see below under ��Effectively
Connected Income.� Alternative treatments of the contract adjustment payments are possible. In particular, contract adjustment payments might
be treated for U.S. federal income tax purposes as non-taxable adjustments to the purchase price payable for our common stock under the
purchase contract. Non-U.S. holders should consult their tax advisors concerning contract adjustment payments and the possibility of obtaining a
refund of any U.S. federal withholding tax.

Ownership of Common Stock.    We generally will withhold tax at a rate of 30% on dividends paid on shares of our common stock, unless the
non-U.S. holder qualifies for a reduced rate of withholding, or is able to claim a valid exemption, under an income tax treaty (generally, by
providing an IRS Form W-8BEN claiming
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treaty benefits) or establishes that such dividend is not subject to withholding tax because it is effectively connected with the non-U.S. holder�s
conduct of a trade or business in the United States (generally, by providing an IRS Form W-8ECI (or successor form)). For the treatment of any
dividends that are effectively connected with a non-U.S. holder�s U.S. trade or business, see below under ��Effectively Connected Income.�

Disposition of Common Stock.    Non-U.S. holders generally will not be subject to U.S. federal income or withholding tax on gain realized on
the sale or other taxable disposition of common stock unless any of the exceptions described above under ��Exchange of Corporate Units for
Common Stock and Cash� apply.

Effectively Connected Income.    Any gain or income recognized by a non-U.S. holder with respect to the offer to exchange or with respect to
the ownership or disposition of our common stock that is effectively connected with a non-U.S. holder�s U.S. trade or business (and if required
by an applicable income tax treaty, attributable to a permanent establishment maintained by the non-U.S. holder in the United States) generally
will be subject to U.S. federal income tax on a net income basis in the same manner as if such non-U.S. holder were a U.S. holder. A non-U.S.
holder that is a foreign corporation also may be subject to a branch profits tax at a rate of 30% (or such lower rate specified by an applicable
income tax treaty) of a portion of its effectively connected earnings and profits for the taxable year. Non-U.S. holders should consult any
applicable income tax treaties that may provide for different rules.

Backup Withholding and Information Reporting

The exchange of Corporate Units for common stock and cash pursuant to the offer to exchange, the receipt of dividends on our common stock
received as part of the exchange, and the sale or disposition of common stock received in the exchange may be subject to �backup withholding�
under the Code if a recipient of those payments fails to furnish to the payor certain identifying information. Any amounts deducted and withheld
generally should be allowed as a credit against that recipient�s U.S. federal income tax, provided that appropriate proof is provided under rules
established by the IRS. Furthermore, certain penalties may be imposed by the IRS on a recipient of payments that is required to supply
information but that does not do so in the proper manner. Backup withholding generally should not apply with respect to payments made to
certain exempt recipients, such as corporations and non-U.S. holders, provided that such recipients provide proper documentation establishing
their exemption. Information may also be required to be provided to the IRS concerning payments, unless an exemption applies. U.S. holders
should consult their tax advisors regarding their qualification for exemption from backup withholding and information reporting and the
procedures for obtaining such an exemption.

U.S. Federal Income Tax Consequences to Non-Participating Holders

Holders that do not tender their Corporate Units in the offer to exchange will not recognize gain or loss, and will continue to have the same tax
basis and holding period with respect to the Corporate Units as they had before the consummation of the offer to exchange.
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INTERESTS OF DIRECTORS AND OFFICERS

To our knowledge, none of our directors, executive officers or controlling persons, or any of their affiliates, beneficially own any Corporate
Units or will be tendering any Corporate Units pursuant to the exchange offer. Neither we nor any of our subsidiaries nor, to our knowledge, any
of our directors, executive officers or controlling persons, nor any affiliates of the foregoing, have engaged in any transaction in the Corporate
Units during the 60 days prior to the date hereof.
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DEALER MANAGERS AND INFORMATION AND EXCHANGE AGENT

We have retained Citigroup Global Markets Inc., Banc of America Securities LLC and J.P. Morgan Securities Inc. to act as dealer managers in
connection with the exchange offer. The dealer managers may contact holders of the Corporate Units regarding the exchange offer and may
request brokers, dealers and other nominees to forward this prospectus and related materials to beneficial owners of the Corporate Units.

We have agreed to pay the dealer managers a fee for their services as dealer managers in connection with the exchange offer. In addition, we
will reimburse the dealer managers for their reasonable out-of-pocket expenses. We have also agreed to indemnify the dealer managers and their
respective affiliates against certain liabilities in connection with their services, including liabilities under the federal securities laws. At any
given time, the dealer managers may trade the Corporate Units or other securities of Legg Mason and our affiliates for their own account or for
the accounts of their respective customers and, accordingly, may hold a long or short position in the Corporate Units.

The dealer managers have provided in the past, and/or are currently providing, other investment banking and financial advisory services to us
and our affiliates. The dealer managers were underwriters of the offering of the Corporate Units. They received customary compensation from us
for these services. Bank of America, N.A., an affiliate of Banc of America Securities LLC, is a lender under our term loan facility and our
revolving credit facility. The dealer managers may in the future provide various investment banking and other services to Legg Mason and our
affiliates, for which they would receive customary compensation from us.

MacKenzie Partners, Inc. has been appointed information and exchange agent for the exchange offer. All deliveries and correspondence sent to
the information and exchange agent should be directed to the address set forth on the back cover of this prospectus. We have agreed to pay the
information and exchange agent reasonable and customary fees for its services and to reimburse the information and exchange agent for its
reasonable out-of-pocket expenses in connection therewith. We have also agreed to indemnify the information and exchange agent for certain
liabilities, including liabilities under the federal securities laws. Requests for additional copies of documentation may be directed to the
information and exchange agent at the address set forth on the back cover of this prospectus.

In connection with the exchange offer, our directors and officers and our other employees (who will not be specifically compensated for such
services) may solicit tenders by use of the mails, personally or by telephone. We will also pay brokerage houses and other custodians, nominees
and fiduciaries the reasonable out-of-pocket expenses incurred by them in forwarding copies of this prospectus and related documents to the
beneficial owners of the Corporate Units and in handling or forwarding tenders of Corporate Units by their customers.
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LEGAL MATTERS

The validity of the common stock to be issued in the exchange offer will be passed upon for us by Thomas C. Merchant, Esq., our Secretary and
Deputy General Counsel. Mr. Merchant beneficially owns, or has rights to acquire under our employee benefit plans, less than one percent of our
common stock. Certain legal matters with respect to this offering will be passed upon for us by Shearman & Sterling LLP, New York,
New York, and for the dealer managers by Davis Polk & Wardwell LLP, New York, New York.
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EXPERTS

The financial statements and management�s assessment of the effectiveness of internal control over financial reporting (which is included in
Management�s Report on Internal Control over Financial Reporting) incorporated in this prospectus by reference to the Annual Report on
Form 10-K for the year ended March 31, 2009, as amended by our Current Report on Form 8-K filed on August 5, 2009, have been so
incorporated in reliance on the report of PricewaterhouseCoopers LLP, an independent registered public accounting firm, given on the authority
of said firm as experts in auditing and accounting.
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MISCELLANEOUS

No person has been authorized to give any information or make any representations other than those contained or incorporated by reference
herein or in the accompanying letter of transmittal and other materials, and, if given or made, such information or representations must not be
relied upon as having been authorized by us, the dealer managers, the information and exchange agent or any other person. The statements made
in this prospectus are made as of the date on the cover page of this prospectus and the statements incorporated by reference are made as of the
date of the documents incorporated by reference. The delivery of this prospectus and the accompanying materials shall not, under any
circumstances, create any implication that the information contained herein or incorporated by reference is correct as of a later date.
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The Information and Exchange Agent for the Exchange Offer is:

105 Madison Avenue

New York, New York 10016

(212) 929-5500 (Call Collect)

or

Call Toll-Free (800) 322-2885

Email: tenderoffer@mackenziepartners.com

Any questions regarding procedures for tendering Corporate Units and any requests for additional copies of this prospectus should be directed to
the information and exchange agent.

By Facsimile (Eligible Institutions Only):

781-930-4942

Attention: Legg Mason, Inc.

Confirmation by Telephone:

781-930-4900

By Overnight Delivery:

161 Bay State Drive

Braintree MA 02184

By Mail or Hand Delivery:

P.O. Box 859208

Braintree MA 02185-9208

Attention: Corporate Actions; Legg Mason, Inc.
Any questions regarding the terms of the exchange offer should be directed to the dealer managers:

CITIGROUP GLOBAL MARKETS INC.

390 Greenwich Street

New York, NY 10013

212-723-7179

BANC OF AMERICA SECURITIES LLC

J.P. MORGAN SECURITIES INC.
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