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Item 4. Plan Financial Statements and Schedules prepared in accordance with the financial reporting requirements of the Employee Retirement
Income Security Act of 1974, as amended, and the regulations promulgated thereunder.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Participants and Investment Committee of
The Legg Mason Profit Sharing and 401(k) Plan and Trust:

We have audited the accompanying statements of net assets available for benefits of The Legg Mason Profit Sharing and 401 (k) Plan and Trust
(the Plan) as of December 31, 2012 and 2011, and the related statement of changes in net assets available for benefits for the year ended
December 31, 2012. These financial statements are the responsibility of the Plan s management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the net assets available for benefits of the Plan as
of December 31, 2012 and 2011, and the changes in net assets available for benefits for the year ended December 31, 2012, in conformity with
accounting principles generally accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The supplemental schedule
of assets held at end of year as of December 31, 2012 is presented for the purpose of additional analysis and is not a required part of the basic
financial statements but is supplementary information required by the Department of Labor s Rules and Regulations for Reporting and Disclosure
under the Employee Retirement Income Security Act of 1974. Such information is the responsibility of the Plan s management and was derived
from and relates directly to the underlying accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audits of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted in the United States of

America. In our opinion, the information is fairly stated in all material respects in relation to the basic financial statements taken as a whole.

/s/ Stout, Causey & Horning, P.A.
Sparks, Maryland

June 21, 2013

A Member of SC&H Group, LLC

Phone: (410) 403-1500 ; Toll Free: (800) 832-3008 ; Fax: (410) 403-1570 ; Web: www.SCandH.com
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As of December 31,
Assets

Cash

Investments, at fair value:
Participant-directed investments

Receivables
Company contributions receivable
Notes receivable from participants

Total Receivables

Total Assets

Liabilities

Net Assets Available for Benefits
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THE LEGG MASON PROFIT SHARING

AND 401(k) PLAN AND TRUST

Statements of Net Assets Available for Benefits

2012 2011

$ 272,577  $ 247,701

287,043,636 283,843,561

6,635,649 7,185,866
3,404,419 3,286,090
10,040,068 10,471,956

297,356,281 294,563,218

$ 297,356,281 $ 294,563,218

The accompanying notes are an integral part of these financial statements.
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Changes in Net Assets Available for Benefits Attributable to:

Contributions
Company
Participants
Rollovers

Total Contributions

Investment Income (Loss)

Interest and dividend income

Net appreciation in fair value of investments (Notes 2 and 3)
Total Investment Income

Interest Income on Notes Receivable from Participants
Benefits Paid to Participants

Administrative Expenses

Net Increase in Net Assets Available for Benefits

Net Assets Available for Benefits:

Beginning of the Year

End of the Year
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THE LEGG MASON PROFIT SHARING
AND 401(k) PLAN AND TRUST
Statement of Changes in Net Assets Available for Benefits

For the Year Ended December 31, 2012

$ 6,635,649
12,662,029
500,184

19,797,862

7,993,326
32,962,058

40,955,384
129,897

(58,082,370)
(7,710)

2,793,063

294,563,218

$ 297,356,281

The accompanying notes are an integral part of this financial statement.
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THE LEGG MASON PROFIT SHARING
AND 401(k) PLAN AND TRUST
Notes to the Financial Statements
As of December 31, 2012 and 2011 and

For the Year Ended December 31, 2012

1. DESCRIPTION OF THE PLAN
The following description of The Legg Mason Profit Sharing and 401(k) Plan and Trust (the Plan) provides only general information.
Participants should refer to the Plan agreement for a complete description of the Plan s provisions.

General

The Plan, which was established on December 30, 1960, is a defined contribution plan covering substantially all employees of Legg Mason &
Co., LLC (LM & Co.) and affiliated participating companies (the Company) with the exception of leased and temporary employees. The Plan is
subject to the provisions of the Employee Retirement Income Security Act of 1974 (ERISA) and was most recently amended effective June 1,
2013 (Note 7). An employee becomes eligible to participate in the Plan on his or her date of hire. Participants are immediately eligible to
participate in the portion of the Plan that relates to voluntary participant contributions and Company matching contributions. Full-time
participants are eligible to participate in the portion of the Plan relating to discretionary Company profit sharing contributions on January 1
following the date of employment. Part-time participants are eligible to participate in the portion of the Plan relating to discretionary Company
profit sharing contributions on the earlier of (a) the January 1 following the first calendar year the participant completed 1,000 hours of service,
as defined by the Plan, or (b) the January 1 or July 1 following the first anniversary of the employment start date if the participant completed
1,000 hours of service, as defined by the Plan, in the first year of employment. Participants may only receive Company profit sharing
contributions if they were employed on the last day of the Plan year, or have retired, died, or become disabled during the Plan year.

Affiliated companies and their effective dates of adoption of the Plan are as follows:
Howard, Weil, Labouisse, Friedrichs, Incorporated (January 1, 1989)

Bartlett & Co. (January 1, 1996 through February 29, 2012, as described below)
Citigroup, Inc. (December 1, 2005)

Brandywine Global Investment Management, LLC (July 1, 2008)

Private Capital Management, L.P. (January 1, 2011)

Effective February 29, 2012, Legg Mason, Inc. sold the assets of Bartlett & Co. (Bartlett), a Cincinnati-based wealth manager. Bartlett
employees were terminated from the Plan on March 1, 2012 and were subject to all Plan regulations applicable to terminated employees.

Participant Contributions

Contributions by employees are voluntary and may be composed of all or any of the following:
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A rollover of accumulated deductible employee contributions as contemplated by Section 408(d)(3) of the Internal Revenue
Code (the Code).
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THE LEGG MASON PROFIT SHARING
AND 401(k) PLAN AND TRUST
Notes to the Financial Statements
As of December 31, 2012 and 2011 and

For the Year Ended December 31, 2012

1. DESCRIPTION OF THE PLAN cont d.
Participant Contributions cont d.

B. A voluntary pre- and post-tax compensation deferral whereby the participant may elect to defer, in the form of Company
contributions to the Plan on the participant s behalf, compensation that would otherwise have been paid to the participant
during the Plan year. This compensation deferral, if elected, cannot be less than 1% and not more than 100% of the
compensation that would otherwise have been paid to the participant during the Plan year. Participant contributions may not
exceed the maximum allowable contribution under the Code. The maximum allowable contribution totaled $17,000 for the
year ended December 31, 2012. Participants who have attained age 50 before the end of the Plan year may make additional
catch-up contributions, subject to limitations imposed by the Code.

Company Contributions

The Company may make a discretionary matching contribution on an annual basis to all eligible employees. During 2012, the Company matched
50% of the participant contributions up to 6% of annual earnings up to a maximum matching contribution of $5,000 per participant. Company
matching contributions for 2012 totaled $3,608,633.

Additionally, the Company, upon approval of the Board of Managers, may make discretionary profit sharing contributions to the Plan. The
Company approved a discretionary profit sharing contribution for 2012 of $3,027,016, in addition to $119,543 of reallocated forfeitures.

These Company contributions were remitted to the Plan subsequent to December 31, 2012, and accordingly, are included as contributions
receivable in the accompanying statement of net assets available for benefits as of December 31, 2012.

Participant Accounts

Each participant s account is participant-directed and credited with the participant s contributions and an allocation of (a) the Company s
contributions and (b) Plan earnings/losses. Allocations are based on participant earnings or account balances, as defined by the Plan. The benefit
to which a participant is entitled is the benefit that can be provided from the participant s vested account.
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THE LEGG MASON PROFIT SHARING
AND 401(k) PLAN AND TRUST
Notes to the Financial Statements
As of December 31, 2012 and 2011 and

For the Year Ended December 31, 2012

1. DESCRIPTION OF THE PLAN cont d.
Vesting

Participants are immediately vested in deferral contributions, rollover contributions, and income earned thereon. Participants are also
immediately vested in the Company s discretionary matching contributions. Vesting in the Company s discretionary profit sharing contributions is
based on years of continuous service as presented in the following chart:

Percentage
Years of Service Vested
Less than 2 0%
2 25%
3 50%
4 75%
5 100%

With respect to any PCM participants who had an account balance in the PCM Plan as of December 31, 2010, from and after the merger date of
January 1, 2011, the vesting schedule and the calculation of years of service for vesting purposes under the PCM Plan shall apply to all such
PCM participants. For these PCM participants, vesting in the Company s discretionary profit sharing contributions is based on years of
continuous service as presented in the following chart:

Percentage

Years of Service Vested

Less than 1 0%
1 20%
2 40%
3 60%
4 80%
5 100%

A participant s account becomes 100% vested in discretionary profit sharing contributions, regardless of years of service, at age 62 or in the event
of permanent disability, death, or by reason of, and as part of, a partial Plan termination.

Table of Contents 12
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THE LEGG MASON PROFIT SHARING
AND 401(k) PLAN AND TRUST
Notes to the Financial Statements
As of December 31, 2012 and 2011 and

For the Year Ended December 31, 2012

1. DESCRIPTION OF THE PLAN cont d.
Forfeitures

Terminating participants of the Plan are paid the current value of the vested balance in their Plan account as soon as administratively feasible.
Unvested amounts are forfeited and are used to pay Plan expenses or are reallocated to continuing participants as additional Company
contributions in the year in which they are forfeited. As of December 31, 2012 and 2011, unallocated forfeitures totaled $119,543 and $325,729,
respectively. Forfeitures are allocated in subsequent years based on the respective profit sharing allocations. During 2012, $376,281 in
forfeitures were credited to participant accounts.

Payment of Benefits

Benefit payments are available to participants upon termination of employment, retirement, death, attainment of age 59 '/, or disability.
Participants are entitled to a benefit equal to the vested portion of their account which will be distributed in the form of a lump sum payment
unless the participant elects another option, as provided by the Plan. Upon proof, to the satisfaction of the Plan administrator, of an immediate
and heavy financial need, amounts contributed by the participant may be withdrawn for a hardship purpose. Distributions are subject to the
applicable provisions of the Plan agreement. Certain income taxes and penalties may apply to withdrawals or distributions prior to age 59 /..
Net assets of the Plan allocated to the accounts of participants who had elected to withdraw from the Plan that had not received such
distributions as of December 31, 2012 and 2011 totaled $272,577 and $247,701, respectively.

Notes Receivable from Participants

Participants may borrow up to 50% of their vested account balance, in amounts of at least $1,000 but not more than $50,000, less the highest
outstanding note balance during the preceding twelve months. Three notes may be outstanding at any given time. The notes are collateralized by
the vested balance in the participant s account. Notes for any purpose other than the purchase of a primary residence must be repaid within 5
years. Notes accrue interest at a rate commensurate with prevailing market rates on the date of issuance, as determined by the Plan. The
Company has the authority to deny participant notes to any director or executive officer to the extent necessary to conform to the Sarbanes
Oxley Act of 2002. The Company has the right to discontinue the policy of extending notes to participants; however, it may not affect the terms
or provisions of any notes outstanding at that time.
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THE LEGG MASON PROFIT SHARING
AND 401(k) PLAN AND TRUST
Notes to the Financial Statements
As of December 31, 2012 and 2011 and

For the Year Ended December 31, 2012

1. DESCRIPTION OF THE PLAN cont d.
Plan Expenses

Administrative and operational expenses of the Plan are to be paid by the Trustee with Plan assets unless the Company elects to pay them. For
the year ended December 31, 2012, the majority of expenses of the Plan were paid by the funds revenue sharing arrangements with Merrill
Lynch through an allocation of the Plan s ERISA Account/Budget. ERISA accounts represent a compromise made by plan sponsors that do not
want to pay plan expenses themselves, however, want to ensure the participant fees are reasonable. The accounts are used to re-distribute excess
Plan paid expenses to pay other expenses of the Plan. Such expenses are often indirect compensation in nature and are captured as a component
of net appreciation (depreciation) in fair value of investments in the accompanying statement of changes in net assets available for benefits. Loan
and distribution fees are paid by the Plan and its participants. Investment related expenses are included in net appreciation (depreciation) in fair
value of investments.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting

The financial statements of the Plan are prepared on the accrual basis of accounting.
Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements
and the reported amounts of additions to and deductions from Plan assets during the reporting period. Actual results could differ from those
estimates.

Risks and Uncertainties

The Plan provides for investments in financial instruments that are exposed to risks, such as interest rate, credit and overall market volatility.
Due to the level of risk associated with certain investment securities, it is reasonably possible that changes in the values of investment securities
may occur in the near term and that such changes could materially affect the amounts reported in the statements of net assets available for
benefits.

Investment Valuation and Income Recognition

Investments are reported at fair value. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

Table of Contents 14
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THE LEGG MASON PROFIT SHARING
AND 401(k) PLAN AND TRUST
Notes to the Financial Statements
As of December 31, 2012 and 2011 and

For the Year Ended December 31, 2012

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES cont d.
Recently Issued Accounting Pronouncement

In May 2011, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update No. 2011-04

(ASU 2011-04) entitled Fair Value Measurement (Topic 820) Amendments to Achieve Common Fair Value Measurement and Disclosure
Requirements in U.S. GAAP and IFRSs. ASU 2011-04 was issued to converge fair value measurement and disclosure guidance in U.S. GAAP
with the guidance in the International Accounting Standards Board s currently issued International Financial Reporting Standard 13, Fair Value
Measurement. The amendments in ASU 2011-04 generally represent clarification to Accounting Standards Codification (ASC) 820, Fair Value
Measurement, but also include some instances where a particular principle or requirement for measuring fair value or disclosing information
about fair value measurements has changed. For non-public entities, ASU 2011-04 is effective for annual reporting periods beginning after
December 15, 2011. The Plan s adoption of ASU 2011-04 did not have a material impact on the Plan s financial statements in 2012.

Fair Value Measurements

ASC 820, Fair Value Measurement, defines fair value and establishes a framework for measuring fair value. That framework provides a fair
value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to unobservable
inputs (Level 3 measurements). The three levels of the fair value hierarchy under ASC 820 are described below:

Level 1  Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities in active markets that the Plan
has the ability to access.

Level 2  Inputs to the valuation methodology include:

Quoted prices for similar assets or liabilities in active markets;

Quoted prices for identical or similar assets or liabilities in inactive markets;

Inputs other than quoted prices that are observable for the asset or liability;

Inputs that are derived principally from or corroborated by observable market data by correlation or other means.
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If the asset or liability has a specified (contractual) term, the Level 2 input must be observable for substantially the full term of
the asset or liability.

Level 3  Inputs to the valuation methodology are unobservable and significant to the fair value measurement.
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THE LEGG MASON PROFIT SHARING
AND 401(k) PLAN AND TRUST
Notes to the Financial Statements
As of December 31, 2012 and 2011 and

For the Year Ended December 31, 2012

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES cont d.
Fair Value Measurements cont d.

The asset s or liability s fair value measurement level within the fair value hierarchy is based upon the lowest level of any input that is significant
to the fair value measurement. Valuation techniques used need to maximize the use of observable inputs and minimize the use of unobservable
inputs.

The following is a description of the valuation methodologies used for assets measured at fair value:

Interests in registered investment companies: Valued at the closing price reported in the active market in which the funds are traded.
Money market deposit: Valued at cost plus accrued interest, which approximates fair value.

Common stock: Valued at unadjusted quoted market share price within active markets.

Unitized fund: Valued at fair value based on the unit value of the fund. Unit value is determined by the institution sponsoring such fund by
dividing the fund s net assets at fair value by its units outstanding at the valuation dates.

The methods described above may produce a fair value calculation that may not be indicative of net realizable value or reflective of future fair
values. Furthermore, while the Plan believes its valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain instruments could result in a different fair value measurement at the
reporting date. There have been no changes in the methodologies used at December 31, 2012 and 2011.

The following table sets forth by level, within the fair value hierarchy, the Plan s investments at fair value as of December 31, 2012:

Level 1 Level 2 Level 3 Total
Interests in registered investment companies - blended $ 12,792,074 $ $ $ 12,792,074
Interests in registered investment companies - equity 212,192,622 212,192,622
Interests in registered investment companies - fixed income 53,012,970 53,012,970
Money market deposit 2,019,196 2,019,196
Common stock 488,035 488,035
Unitized fund 6,538,739 6,538,739
Total investments, at fair value $ 280,504,897 $ 6,538,739 $ $ 287,043,636
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THE LEGG MASON PROFIT SHARING
AND 401(k) PLAN AND TRUST

Notes to the Financial Statements

As of December 31, 2012 and 2011 and

For the Year Ended December 31, 2012

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES cont d.
Fair Value Measurements cont d.

The following table sets forth by level, within the fair value hierarchy, the Plan s investments at fair value as of December 31, 2011:

Level 1 Level 2 Level 3 Total
Interests in registered investment companies - blended $ 11,848,959 $ $ $ 11,848,959
Interests in registered investment companies - equity 205,579,005 205,579,005
Interests in registered investment companies - fixed income 59,067,910 59,067,910
Common stock 456,347 456,347
Unitized fund 6,891,340 6,891,340
Total investments, at fair value $276,952,221 $ 6,891,340 $ $ 283,843,561

The Plan has adopted the updated GAAP valuation standard related to investment in certain entities that do not have a readily determined fair
value. This guidance allows the fair value measurements for this fund s investments to be based on reported net asset value ( NAV ) if certain
criteria are met and establishes additional disclosures related to these investments. The Plan s investment in the unitized fund is fair valued based
on the reported unit value as of year-end. Due to the nature of the investment, the redemption frequency is daily and there are no redemption
notices.

Payment of Benefits
Benefits are recorded when paid.
Notes Receivable from Participants

Notes receivable from participants are measured at their unpaid principal balance plus any accrued but unpaid interest. Delinquent notes are
treated as distributions based on the terms of the Plan agreement.

Subsequent Events

The Plan evaluated for disclosure any subsequent events through the report issuance date and determined there were no material events that
warrant disclosure, except as disclosed in Note 7.

12
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THE LEGG MASON PROFIT SHARING
AND 401(k) PLAN AND TRUST
Notes to the Financial Statements
As of December 31, 2012 and 2011 and

For the Year Ended December 31, 2012

3. INVESTMENTS

Upon enrollment in the Plan, a participant may direct his/her account balance into any of the investment options listed on the schedule of assets
(held at end of year). Subject to certain limitations by the funds, participants may change their investment options and transfer amounts between
investment options daily.

The fair value of individual investments that represent 5% or more of the Plan s net assets available for benefits are as follows as of
December 31,:

2012 2011
American EuroPacific Growth Fund, R6, 449,586 shares & $ 15,793,950
Legg Mason Capital Management Opportunity Trust, Institutional Class, 1,373,598 shares $ 15,123,318 *
Legg Mason Capital Management Special Investment Trust, Institutional Class, 504,995 and 607,230 shares,
respectively 20,497,762 21,216,607
Legg Mason Capital Management Value Trust, Institutional Class, 704,038 and 841,436 shares, respectively 35,314,556 36,838,076
Western Asset Institutional Liquid Reserves Fund, Class A, 17,203,990 and 21,377,741 shares, respectively 17,203,990 21,377,741

* Represents less than 5% of the Plan s net assets available for benefits at end of year
During 2012, the Plan s investments at fair value (including gains and losses on investments bought and sold, as well as held during the year)
appreciated in value as follows:

Interests in registered investment companies $
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