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100 International Drive
Baltimore, Maryland 21202
June 16, 2011
Dear Stockholder:

You are cordially invited to attend the Annual Meeting of Stockholders which will be held at the Company s headquarters located at 100
International Drive, 4™ Floor Conference Center, Baltimore, Maryland at 10:00 a.m. on Tuesday, July 26, 2011. On the following pages, you
will find the Notice of Annual Meeting and Proxy Statement.

Whether or not you plan to attend, it is important that your shares be represented and voted at the meeting. Please grant a proxy to vote your
shares in one of three ways: via the Internet, telephone or mail.

I hope that you will attend the meeting, and I look forward to seeing you there.

Sincerely,

MARK R. FETTING
Chairman of the Board and

Chief Executive Officer
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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

Tuesday, July 26, 2011

To the Stockholders of
LEGG MASON, INC.:

The Annual Meeting of Stockholders of Legg Mason, Inc., a Maryland corporation, will be held at the Company s headquarters located at 100
International Drive, 4" Floor Conference Center, Baltimore, Maryland, on Tuesday, July 26, 2011 at 10:00 a.m. to consider and vote upon:

(1)  The election of five directors for the three-year term ending in 2014;

(2)  Amendment and re-approval of the Legg Mason, Inc. 1996 Equity Incentive Plan;

(3)  Amendment of the Legg Mason, Inc. Articles of Incorporation to provide for the annual election of directors;

(4)  An advisory vote on the compensation of the Company s named executive officers;

(5)  An advisory vote on the frequency with which to hold an advisory vote on the compensation of the Company s named
executive officers;

(6)  Ratification of the appointment of PricewaterhouseCoopers LLP as independent registered public accounting firm for the
fiscal year ending March 31, 2012; and

(7)  Any other matter that may properly come before the meeting or any adjournment thereof.
The Board of Directors has fixed the close of business on May 24, 2011 as the date for determining stockholders of record entitled to notice of
and to vote at the Annual Meeting.

This year, we will reduce our mailing and printing costs by taking advantage of Securities and Exchange Commission rules that allow us to
provide proxy materials to you over the Internet. On or about June 16, 2011, we will mail to our stockholders a Notice of Internet Availability of
Proxy Materials ( Notice ) containing instructions on how to access this Proxy Statement and our 2011 Annual Report online. The Notice also
provides instructions on how to vote via the Internet or by telephone and how to request a paper copy of the proxy materials, if you so desire.
Whether you receive the Notice or paper copies of our proxy materials, the Proxy Statement and 2011 Annual Report are available to you at

http:/fir.leggmason.com/docs.aspx2iid=102761.
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Your attention is directed to the accompanying Proxy Statement and 2011 Annual Report to Stockholders.

By order of the Board of Directors,

THOMAS C. MERCHANT
Secretary

June 16, 2011
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100 International Drive

Baltimore, Maryland 21202

PROXY STATEMENT

ANNUAL MEETING OF STOCKHOLDERS

Tuesday, July 26, 2011

The Board of Directors of Legg Mason, Inc. is soliciting proxies from its stockholders. If you grant a proxy, you may revoke it at any time
before we exercise it. We are soliciting proxies by mail and MacKenzie Partners, our proxy solicitors, and our officers, directors and other
employees may also solicit proxies by telephone or any other means of communication. We will bear the cost of soliciting proxies, including a
fee of $12,500, plus expenses, paid to MacKenzie Partners for their services. We may reimburse brokers, banks, custodians, nominees and other
fiduciaries for their reasonable out-of-pocket expenses in forwarding the Notice of Internet Availability of Proxy Materials and other proxy
materials to their principals.

In accordance with rules and regulations of the U.S. Securities and Exchange Commission ( SEC ), instead of mailing a printed copy of our proxy
materials to each stockholder of record or beneficial owner, we are furnishing proxy materials, which include this Proxy Statement, to our
stockholders over the Internet. If you have received a Notice of Internet Availability of Proxy Materials ( Notice ) by mail, you will not receive a
printed copy of the proxy materials. Instead, the Notice will instruct you as to how you may access and review all of the important information
contained in the proxy materials. The Notice also instructs you as to how you may submit your proxy over the Internet or by telephone. If you
received a Notice by mail and would like to receive a printed copy of our proxy materials, you should follow the instructions in the Notice for
requesting such materials.

It is anticipated that the Notice will be available to stockholders on June 16, 2011.

To be entitled to notice of and to vote at the meeting, you must have been a stockholder of record at the close of business on May 24, 2011. As
of the close of business on that date, we had outstanding and entitled to vote 148,688,069 shares of our common stock, $.10 par value, each of
which is entitled to one vote.

If you hold shares in your name as a holder of record, you may vote your shares in one of four ways:

By Internet: go to www.voteproxy.com and follow the instructions. You will need your Notice or proxy card to vote your shares this
way.

Table of Contents 8



Edgar Filing: LEGG MASON, INC. - Form DEF 14A

By telephone: call 1.800.PROXIES (1-800-776-9437) and follow the voice prompts. You will need your Notice or proxy card to vote
your shares this way.

By mail: request a paper proxy card in accordance with the instructions contained in the Notice and then complete, sign and date the
proxy card and return it so that it is received by 11:59 p.m. EDT on July 25, 2011.

In person: if you are a stockholder as of May 24, 2011, you may vote in person at the meeting. Submitting a proxy will not prevent a
stockholder from attending the Annual Meeting.
If you hold your shares through a securities broker or nominee (that is in street name ), you may vote your shares by proxy in the manner
described in the Notice provided to you by that broker or nominee.

We must have a quorum of stockholders (at least 50% of all stockholders) present at the meeting either in person or represented by proxy in
order for any business to be conducted. If a quorum of stockholders is present at the meeting, the following voting requirements will apply:

Directors are elected by the vote of a majority of the total votes cast for and affirmatively withheld by the stockholders present in
person or represented by proxy at the meeting. Abstentions and broker
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non-votes will not affect the majority vote for the election of directors. If an incumbent nominee is not elected by the requisite vote, he
or she must tender a resignation and the Board of Directors, through a process managed by the Nominating & Corporate Governance
Committee, will decide whether to accept the resignation. The Board of Directors will publicly disclose its decision within 90 days
after the results of the election are certified.

The amendment and re-approval of the Legg Mason, Inc. 1996 Equity Incentive Plan requires the affirmative vote of a majority of the
votes cast on the proposal, and the total votes cast on the proposal must represent over 50% of all shares entitled to vote on the
proposal. Therefore, if holders of more than 50% in interest of all shares entitled to vote on the proposal cast votes, abstentions and
broker non-votes will not affect the result of the vote. However, if holders of less than 50% in interest of all shares entitled to vote on
the proposal cast votes, abstentions and broker non-votes will have the same effect as a vote against the proposal.

The amendment of the Legg Mason, Inc. Articles of Incorporation requires the affirmative vote of 70% of all shares entitled to vote on
the proposal. Abstentions and broker non-votes with regard to this proposal will have the same effect as a vote against it.

The advisory vote on named executive officer compensation requires the affirmative vote of a majority of the total votes cast on this
proposal. Abstentions and broker non-votes are not considered votes cast and will not affect the outcome of this proposal. The vote on
this proposal is advisory only and not binding on the company.

For the advisory vote on the frequency of future votes on named executive officer compensation, the frequency (every year, every two
years or every three years) receiving the greatest number of votes will be considered the frequency recommended by stockholders.
Abstentions and broker non-votes are not considered votes cast and will not affect the outcome of this proposal. The vote on this
proposal is advisory only and not binding on the company.
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Our Board of Directors is divided into three classes. Each year, one class is elected to serve for a term of three years. Our stockholders will vote
at this Annual Meeting for the election of five directors for the three-year term expiring at the Annual Meeting of Stockholders in 2014.

All nominees presently serve as directors. Unless a stockholder withholds authority to vote, the persons named in the proxy will vote for the
election of the nominees named. If any nominee is unable to serve, the persons named in the proxy may vote for a substitute nominee that they
determine. Our Board of Directors has no reason to believe that any nominee will be unable to serve.

Legg Mason is proposing and recommending that stockholders approve an amendment of the Articles of Incorporation that would eliminate the
classified board structure and provide for annual elections of all directors commencing at the Annual Meeting in 2014. See Proposed
Amendment of the Legg Mason, Inc. Articles of Incorporation to Provide for the Annual Election of Directors below.

The Board of Directors recommends a vote FOR the election of each nominated director.
Nominees for Director for the Term Expiring in 2014

Harold L. Adams, age 72, has been a director of Legg Mason since January 1988. He has been the Chairman Emeritus of RTKL
Associates, Inc., an international architecture, engineering and planning firm, since April 2003. He has served as a director of Lincoln Electric
Holdings, Inc. since 2002 and Commercial Metals Company since 2004.

Mr. Adams qualifications to serve on our Board include his knowledge and experience gained in over 36 years of service as Chairman, President
and Chief Executive Officer of an international architectural firm. Mr. Adams has also served as a leader on U.S. business advisory councils

with Korea and China and the Services Policy Advisory Board to the U.S. Trade Negotiator and is Chairman of the Governor s International
Advisory Council for the State of Maryland. In these roles, Mr. Adams worked in many major international markets in a myriad of economic
climates and cultures. He also has served as the Lead Independent Director of Lincoln Electric Holdings, Inc. since December 2004.

John T. Cahill, age 54, has been a director of Legg Mason since February 2010. Since 2008, Mr. Cahill has been an industrial partner at
Ripplewood Holdings, LLC., a private equity firm. He has been Chairman of Hostess Brands, Inc. ( Hostess ), a Ripplewood portfolio company,
since 2009. From 2002-2007, Mr. Cahill was the Chairman of The Pepsi Bottling Group, Inc. ( PBG ), a bottler of Pepsi-Cola beverages, and
served as its Chief Executive Officer from 2001-2006; Chief Operating Officer from 2000-2001 and Chief Financial Officer and Head of
International Operations from 1998-2000. Mr. Cahill has served as a director of Colgate-Palmolive Company ( Colgate ) since November 2005
and served as a director of PBG from March 1999 to April 2007.

Mr. Cahill s qualifications to serve on our Board include his significant financial management, operational and leadership experience gained
during his twenty-year career at PBG and PepsiCo Inc. and his experience gained serving as Chairman of Hostess Audit Committee, Deputy
Chairman of Colgate s Personnel and Organizational Committee, which oversees compensation matters, and Chairman of Colgate s Audit
Committee. Our Board has determined that Mr. Cahill qualifies as an audit committee financial expert under the rules and regulations of the
SEC.

Mark R. Fetting, age 56, has been a director of Legg Mason since January 2008. Mr. Fetting was elected President and Chief Executive Officer
of Legg Mason in January 2008 and Chairman of the Board in December 2008. He served as Senior Executive Vice President of Legg Mason
from July 2004 to January 2008 and as Executive Vice President from July 2001 to July 2004. Mr. Fetting is a director of 16 funds within the
Legg Mason Funds mutual funds complex and 31 funds within The Royce Funds mutual funds complex.

Mr. Fetting s qualifications to serve on our Board include his knowledge and leadership of our business and his experience gained in working
more than 30 years in the investment management industry. Mr. Fetting joined Legg Mason in 2000 and has served as our Chief Executive
Officer and President since 2008.
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Margaret Milner Richardson, age 68, has been a director of Legg Mason since November 2003. She is currently engaged in private consulting
and investment activities. Ms. Richardson has served as a director of Jackson Hewitt Tax Service Inc. since June 2004.

Ms. Richardson s qualifications to serve on our Board include her experience as a partner of Ernst & Young LLP where she served as the
National Director of IRS Practice and Procedure and an advisor to the Foreign Investment Advisory Council in Russia. Ms. Richardson also
served as U.S. Commissioner of Internal Revenue. She has been an attorney for more than 40 years and practiced tax law with Sutherland, Asbill
and Brennan in Washington, D.C. Ms. Richardson was a member of the Internal Revenue Service Commissioner s Advisory Group and chaired
the group for a year.

Kurt L. Schmoke, age 61, has been a director of Legg Mason since January 2002. Mr. Schmoke has been Dean of the School of Law at Howard
University since January 2003. He has been a director of The McGraw-Hill Companies, Inc. since 2003.

Mr. Schmoke s qualifications to serve on our Board include his substantial education, legal, government regulation and public policy experience.
Mr. Schmoke gained his experience serving as the Dean of the Law School at Howard University, partner at the law firm of Wilmer Cutler &
Pickering, Mayor of Baltimore, the State s Attorney for Baltimore, a member of the Council on Foreign Relations and a member of President
Jimmy Carter s domestic policy staff.

Directors Continuing in Office
Directors whose terms will expire in 2013

Dennis R. Beresford, age 72, has been a director of Legg Mason since September 2002. He is currently a professor at the University of Georgia,
a position he has held since 1997. Mr. Beresford has served as a director of the Federal National Mortgage Association since May 2006.

Mr. Beresford served as a director of Kimberly-Clark Corporation from November 2002 through April 2011 and MCI, Inc. (formerly
WorldCom, Inc.) from July 2002 to January 2006.

Mr. Beresford s qualifications to serve on our Board include his substantial accounting experience and expertise. Mr. Beresford was appointed to
the Securities and Exchange Commission Advisory Committee on Improvements to Financial Reporting, served as the Chairman of the

Financial Accounting Standards Board for ten years and served as the National Director of Accounting Standards for Ernst & Young LLP. He
has also served as a Director of the National Association of Corporate Directors since January 2009. Our Board has determined that

Mr. Beresford, a certified public accountant, qualifies as an audit committee financial expert under the rules and regulations of the SEC.

Nelson Peltz, age 68, has been a director of Legg Mason since October 2009. Mr. Peltz has served as the Chief Executive Officer and a

founding partner of Trian Fund Management, L.P. ( Trian ) since its formation in 2005. From April 1993 through June 2007, Mr. Peltz served as
Chairman and Chief Executive Officer of Triarc, which, during that period, owned Arby s Restaurant Group, Inc. and Snapple Beverage Group,
as well as other consumer and industrial businesses. Mr. Peltz has served as the non-executive Chairman of Wendy s/Arby s Group, Inc. since
June 2007 and as a director of H.J. Heinz Company since September 2006. Mr. Peltz served as a director of Trian Acquisition I Corp. from
October 2007 to January 2010, of Deerfield Capital Corp. from December 2004 to December 2007 and of Encore Capital Group, Inc. from
February 1998 to October 2001 and from January 2003 to June 2006. Mr. Peltz was nominated to serve on the Board pursuant to an agreement
with Trian, funds managed by Trian and certain of its affiliates.

Mr. Peltz s qualifications to serve on our Board include more than 40 years of business and investment experience and 20 years of service as the
Chairman and Chief Executive Officer of public companies. Mr. Peltz has developed extensive experience working with management teams and
boards of directors, and in acquiring, investing in and building companies and implementing operational improvements at the companies with
which he has been involved. As a result, he has strong operating experience and strategic planning skills and has strong relationships with
institutional investors, investment banking and capital markets advisors and others that can be drawn upon for the company s benefit.
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W. Allen Reed, age 64, has been a director of Legg Mason since April 2006. He is a Senior Advisor for Aetos Capital, Inc., a real estate and
private equity asset management company, and is engaged in private investment activities. From January 2006 to March 2006, Mr. Reed served
as Chairman of the Board of General Motors Asset Management Corporation ( GMAMC ), the investment management subsidiary of General
Motors Corporation, where he served as Vice President until March 2006. He also served as Chairman of the Board and Chief Executive Officer
of General Motors Trust Bank, N.A. until March 2006; as Chief Executive Officer and President of GMAMC and General Motors Investment
Management Corporation until December 2005; and as Chairman of the Board and Chief Executive Officer of General Motors Trust Company
until March 2006. Mr. Reed has served as a director of Temple-Inland Inc. since 2000 and numerous mutual funds (102 as of December 31,
2010) in the Morgan Stanley mutual funds complex since 2006. Mr. Reed also served as a director of General Motors Acceptance Corp from
September 1994 to March 2006 and of iShares, Inc. from July 1996 to June 2006.

Mr. Reed s qualifications to serve on our Board include his extensive financial and leadership experience serving as a financial officer at Delta
Airlines, Hughes Electronics and General Motors, including serving as the Chairman, President and CEO of GMAMC, Chairman and CEO of
the General Motors Trust Bank, and a Vice President of General Motors Corporation. Mr. Reed s experience includes running the largest
corporate defined benefit fund at General Motors Corporation. He currently holds the Chartered Financial Analyst designation.

Nicholas J. St. George, age 72, has been a director of Legg Mason since July 1983. He is engaged in private investment activities.

Mr. St. George s qualifications to serve on our Board include his 20 years of leadership, management and operational experience serving as the
Chairman and Chief Executive Officer of Oakwood Homes Corporation, a manufacturer, financier and insurer of manufactured homes, and ten
years of experience from 1966 to 1976 as head of investment banking for our former brokerage subsidiary. Mr. St. George, a lawyer, also has a
long-standing history on our Board serving, at times during his tenure on our Board, as our Lead Independent Director and Chairman of the
Audit Committee, Compensation Committee and Nominating & Corporate Governance Committee.

Directors whose terms will expire in 2012

Robert E. Angelica, age 64, has been a director of Legg Mason since February 2007 and is currently engaged in private investment activities.
From 1999 through December 2006, Mr. Angelica served as the Chairman and Chief Executive Officer of AT&T Investment Management
Corporation ( ATTIMCO ), an asset management subsidiary of AT&T Inc.

Mr. Angelica s qualifications to serve on our Board include his extensive financial industry knowledge and substantial leadership experience
serving as the Chairman and Chief Executive Officer of ATTIMCO, which is responsible for the investment and administration of more than
$80 billion of employee benefit plan assets for AT&T Inc. Mr. Angelica s diverse experience includes the development of asset allocation
policies and strategies, risk management, selection of external investment managers and trustees, in-house asset management, regulatory
compliance and accounting and financial reporting. He currently holds the Chartered Financial Analyst designation.

Barry W. Huff, age 67, has been a director of Legg Mason since June 2009 and is currently engaged in private consulting. Since his retirement
in May 2008 from Deloitte & Touche USA LLP ( Deloitte ), an accounting firm, until March 2009, Mr. Huff provided consulting services to
Deloitte. From 1995 to May 2008, Mr. Huff served as Vice Chairman, Office of the Chief Executive Officer at Deloitte.

Mr. Huff s qualifications to serve on our Board include his substantial accounting and auditing experience and expertise. Mr. Huff served as
Deloitte s National Managing Director for their Accounting & Auditing Practice in the United States and Chairman of its Global Accounting &
Auditing Committee. Mr. Huff s experience includes risk management activities related to Deloitte s Accounting & Auditing Practice and
oversight and advisory services provided to Deloitte s clients in the United States and globally in various industries, including financial services,
manufacturing and regulatory. Our Board has determined that Mr. Huff, a certified public accountant, qualifies as an audit committee financial
expert under the SEC s rules and regulations.
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John E. Koerner III, age 68, has been a director of Legg Mason since October 1990. Since 1995, he has been the managing member of Koerner
Capital, LLC, a private investment company, or the President of its predecessor, Koerner Capital Corporation. Mr. Koerner has been a director
of Lamar Advertising Company since 2007.

Mr. Koerner s qualifications to serve on our Board include his extensive experience in corporate finance and the management of capital intensive
organizations and capital markets activities during his career at Koerner Capital, LLC and as President and co-owner of Barq s, Inc. and its
subsidiary, The Delaware Punch Company. Mr. Koerner s experience also includes service as a member of a number of civic boards.

Cheryl Gordon Krongard, age 55, has been a director of Legg Mason since January 2006 and is engaged in private investment activities.

Ms. Krongard served as a senior partner of Apollo Management, L.P., a private investment company, from January 2002 to December 2004.
From 1994 to 2000, she served as the Chief Executive Officer of Rothschild Asset Management and as Senior Managing Director for Rothschild
North America. Additionally, she served as a director of Rothschild North America, Rothschild Asset Management, Rothschild Asset
Management BV, and Rothschild Realty Inc. and as Managing Member of Rothschild Recovery Fund. She was elected a lifetime governor of
the Iowa State University Foundation in 1997 and has served as Chairperson of its Investment Committee. Ms. Krongard is also a member of the
Dean s Advisory Council, lowa State University College of Business. Ms. Krongard has served as a director of US Airways Group Inc. since
2005 and served as a director of Educate, Inc. from 2004 to 2007.

Ms. Krongard s qualifications to serve on our Board include her asset management expertise and leadership experience serving as a senior
executive at large, complex asset management organizations. Ms. Krongard s experience includes strategic planning, new product development,
client relations, marketing and public relations. Our Board has determined that Ms. Krongard qualifies as an audit committee financial expert
under the rules and regulations of the SEC.

Scott C. Nuttall, age 38, has been a director of Legg Mason since January 2008. Mr. Nuttall is a Member of the general partner of Kohlberg
Kravis Roberts & Co. ( KKR & Co. ), an alternative asset management firm, has been with KKR & Co. for over 12 years and is the head of
KKR & Co. s Global Capital and Asset Management Group. He has served as a director of Capmark Financial Group Inc. since 2006, and First
Data Corporation and KKR Financial Holdings LLC since 2004. Mr. Nuttall served as a director of Willis Group Holdings Ltd., from 2001 to
2006. Mr. Nuttall was nominated to serve on the Board pursuant to a Note Purchase Agreement under which we issued our 2.5% Senior
Convertible Notes. Under the purchase agreement, KKR & Co. has the right to nominate one individual to the Board and the Compensation
Committee for as long as KKR & Co. or its related parties own at least 50% of the outstanding notes and at least $625 million in notes remains
outstanding.

Mr. Nuttall s qualifications to serve on our Board include his experience and knowledge acquired as the head of KKR & Co. s Global Capital and
Asset Management Group, which includes KKR Asset Management, KKR Capital Markets and the Client and Partners Group. Mr. Nuttall has
played a significant role in KKR & Co. s private equity investments and is actively involved in public companies affiliated with KKR.

Mr. Nuttall also has substantial experience in merchant banking and merger and acquisition transactions.
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Our Board of Directors has an Audit Committee, a Compensation Committee, a Finance Committee, a Nominating & Corporate Governance
Committee, and a Risk Committee. The current charters for these committees, as approved by our Board of Directors, are on, and may be printed
from, our corporate website at www.leggmason.com under the About Us Corporate Governance section. We will provide a copy of these
charters, without charge, to any stockholder who provides a written request for a copy. Requests for copies should be addressed to the Corporate
Secretary, Legg Mason, Inc., 100 International Drive, Baltimore, Maryland 21202. The membership of the Board s standing committees is as
follows:

Nominating &

Corporate

Audit Compensation Finance Governance Risk
Director Committee Committee Committee Committee Committee
Harold L. Adams C M
Robert E. Angelica M M
Dennis R. Beresford C M M
John T. Cahill M M C
Mark R. Fetting M
Barry W. Huff C
John E. Koerner I11 M M
Cheryl Gordon Krongard M M
Scott C. Nuttall M M
Nelson Peltz M M
W. Allen Reed C
Margaret Milner Richardson M M
Nicholas J. St. George M M
Kurt L. Schmoke M M

C Chairman
M Member

During the fiscal year ended March 31, 2011, our Board of Directors met 6 times, our Audit Committee met 5 times, our Compensation
Committee met 11 times, our Nominating & Corporate Governance Committee met 4 times and our Risk Committee met 4 times. Our Finance
Committee was formed as a standing committee in April 2011 and did not hold any meetings during the fiscal year. While we have no formal
policy on the matter, directors are generally expected to attend our Annual Meeting of Stockholders. All of our directors attended our 2010
Annual Meeting of Stockholders. During fiscal year 2011, each of our directors attended at least 75% of the aggregate number of meetings of the
Board of Directors and all Board committees on which he or she served that were held during the period in which he or she was a director.

Audit Committee. The Audit Committee s primary purpose is to oversee our financial accounting and reporting to stockholders. Its duties
include:

selecting and compensating the independent registered public accounting firm ( Independent Auditors );

providing oversight of the work of the Independent Auditors and reviewing the scope and results of the audits conducted by them;

reviewing the activities of our internal auditors;
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discussing with Independent Auditors, internal auditors and management the organization and scope of our internal system of
accounting and financial controls; and

reviewing and discussing certain matters that may have a material impact on our financial statements, including litigation and legal
matters and critical accounting policies and estimates.
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Our Board of Directors has determined that Messrs. Beresford, Cahill and Huff and Ms. Krongard qualify as audit committee financial experts as
defined by the SEC. Our Board of Directors has also determined that all members of our Audit Committee are independent as defined in the
New York Stock Exchange Listing Standards and the applicable SEC rules.

Compensation Committee. The Compensation Committee s responsibilities include determining the compensation of our Chief Executive
Officer (subject to the approval of our non-employee directors), approving the compensation of our chief financial officer and our three other
most highly compensated executive officers and recommending to our Board of Directors the compensation to be paid to our non-employee
directors. The Compensation Committee also serves as the administrative committee of several of our employee benefit plans.

Our Board of Directors has determined that all of the members of our Compensation Committee are independent as defined in the New York
Stock Exchange Listing Standards.

Finance Committee. The Finance Committee s responsibilities include reviewing and making recommendations to the Board of Directors
regarding the principal terms and conditions of debt or equity securities to be issued by the company; financial considerations relating to the
acquisition of businesses or operations, the entry into joint ventures or the divestiture of company operations that require Board approval; and
significant financial transactions involving the economic arrangements with the senior executives of a company subsidiary.

Our Board of Directors has determined that a majority of the members of our Finance Committee are independent as defined in the New York
Stock Exchange Listing Standards.

Nominating & Corporate Governance Committee. The Nominating & Corporate Governance Committee s responsibilities include identifying
qualified director nominees, nominating director candidates, recommending director committee assignments and developing and recommending
to our Board of Directors corporate governance principles and a corporate code of conduct.

Our Board of Directors has determined that all of the members of our Nominating & Corporate Governance Committee are independent as
defined in the New York Stock Exchange Listing Standards.

Risk Committee. The Risk Committee assists the Board in its oversight of Legg Mason s enterprise risk management activities. Its
responsibilities include reviewing management s activities to establish and maintain an appropriate environment and culture for sound business
risk practices, reviewing Legg Mason s enterprise risk management program and reviewing and discussing with members of management Legg
Mason s risk tolerance, its major risk exposures and the steps management has taken to monitor and manage those exposures.

Our Board of Directors has determined that all of the members of our Risk Committee are independent as defined in the New York Stock
Exchange Listing Standards.

Board Role in Risk Oversight

The Board is primarily responsible for the oversight of management s risk management activities and has delegated to the Risk Committee the
responsibility to assist the Board in a majority of its risk oversight responsibilities. The Risk Committee oversees Legg Mason s enterprise risk
management activities as discussed under Risk Committee above. In addition to the Risk Committee, the Audit Committee monitors our system
of disclosure controls and procedures and internal controls over financial reporting and reviews contingent financial liabilities. The Risk
Committee and the Audit Committee work together to help ensure that both committees have received all information necessary to permit them

to fulfill their duties and responsibilities with respect to oversight of risk management activities. The Risk Committee also coordinates with the
Nominating & Corporate Governance Committee, the Finance Committee and the Compensation Committee in relation to the activities of those
committees that relate to the management of risks.

The responsibility for day-to-day management of risk lies with our management. Management has an enterprise risk management program that
is overseen by our Chief Risk Officer. The Risk Committee, among other things, reviews and discusses with management reports from our Chief
Risk Officer and other members of
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management regarding the company s risk management activities, including management s assessment of our major risk exposures and the steps
taken to monitor and manage those exposures and the risk management activities of each of our significant asset management subsidiaries.

Relationship of Compensation and Risk

Legg Mason is a large company that conducts its business primarily through 13 asset managers supported by various corporate functions. Each
of the asset managers is generally operated as a separate business. Within this structure, we have a wide variety of compensation practices and
policies. Eight of the asset managers operate under revenue sharing agreements that, among other things, determine aggregate annual bonus pool
amounts. However, the allocation of these bonus pool amounts varies by asset manager. The business functions that do not operate under
revenue sharing agreements utilize a variety of discretionary or formulaic incentive compensation determinations. Executive officer
compensation practices are discussed below under Executive Compensation Compensation Discussion and Analysis. We have considered the
risks created by our compensation policies and practices, including mitigating factors, and, based on this review, do not believe that our
compensation policies and practices create risks that are reasonably likely to have a material adverse effect on the company.

Compensation Consultant to the Compensation Committee

In October 2010, the Compensation Committee retained Towers Watson, a global professional services firm, to provide compensation consulting
services. The Compensation Committee changed compensation consultants to rotate to a new consultant who does not provide other services to
the company or its management. As directed by the Compensation Committee, Towers Watson provides counsel on compensation-related issues
and executive officer compensation and non-employee director compensation; and guidance on best practices and market and regulatory
developments. Towers Watson did not provide additional consulting or other services to management or Legg Mason subsidiaries after it was
retained by the Compensation Committee.

Before October 2010, the Compensation Committee engaged McLagan to provide compensation consulting services. McLagan provided counsel
on compensation-related issues and non-employee director compensation; provided guidance on industry trends, best practices and market and
regulatory developments; and, for fiscal year 2011, provided advice related to base salaries, the initial bonus pool under the executive
compensation program and the performance metrics and tests used under the program. Our management and our asset management subsidiaries
also engage McLagan from time to time to provide consulting services and market survey data. The decision to retain McLagan to provide
services that do not relate to executive and director compensation is made by management of the company or a subsidiary, as applicable. Prior to
the consultant change, the Compensation Committee received an annual report detailing the fees paid to, and services provided by, McLagan for
engagements on behalf of management or Legg Mason subsidiaries, and concluded that the provision of those services did not prevent McLagan
from providing objective independent counsel to the Committee. McLagan received $117,610 in fees during fiscal year 2011 for services related
to executive and director compensation provided on behalf of the Compensation Committee. In addition to fees received for providing market
survey data, McLagan and its affiliates received $525,215 in aggregate fees during fiscal year 2011 for services that do not relate to executive or
director compensation, of which $455,591 constituted fees paid to a McLagan affiliate for insurance brokerage and health and benefits
consulting engagements.

Board Leadership Structure

The Board is responsible for determining its leadership structure, which currently consists of a Chairman, a Lead Independent Director and a
Chairman leading each Board committee. Currently, the Chairman of the Board, Mark R. Fetting, also serves as Legg Mason s Chief Executive
Officer. The Board believes that the company and its stockholders are best served by maintaining the flexibility to have any person serve as
Chairman of the Board based on what is in the best interests of the company and its stockholders at a given point in time, and therefore the
Board does not support placing restrictions on who may serve as Chairman. When the Board elects a non-independent director as Chairman, it
considers, among other things, the composition of the Board, the role of the Lead Independent Director, Legg Mason s strong corporate
governance practices and any challenges specific

Table of Contents 18



Edgar Filing: LEGG MASON, INC. - Form DEF 14A

Table of Conten

to the company. The Board has concluded that having one individual serve as Chairman and Chief Executive Officer is the most effective
leadership structure for Legg Mason at this time because that individual is an effective chairman and is able to provide a good link between the
Board and management, while the current Lead Independent Director provides strong independent leadership for the independent directors on
the Board.

In order to ensure independent leadership on the Board, our Corporate Governance Principles establish a Lead Independent Director position
whenever the Chairman is not an independent director. The Corporate Governance Principles also set out clearly defined leadership authority

and responsibilities for the Lead Independent Director, who is elected by a vote of independent directors. W. Allen Reed currently serves as

Lead Independent Director. Mr. Reed s duties as Lead Independent Director include working independently to approve agendas and schedules for
Board meetings to ensure there is sufficient time to address all agenda items, approving information sent to Board members, if appropriate,

acting as a liaison between the Chairman and the independent directors and serving as the chair for executive sessions of independent directors.

In order to further enhance the independence of the Board from management, the Board believes that a substantial majority of the Board should
consist of independent directors. Our Corporate Governance Principles provide that at least three-quarters of the Board members should qualify
as independent directors at any time. All of our current directors except for Mr. Fetting are independent, as determined in accordance with

New York Stock Exchange Listing Standards.

Compensation of Directors

The Compensation Committee annually reviews and recommends to our Board of Directors the compensation of our non-employee directors. As
part of this review, the Committee consults with its compensation consultant to determine the reasonableness and adequacy of our non-employee
director compensation. In April 2011, the Compensation Committee recommended, and our Board of Directors approved, changes to our
non-employee director compensation for fiscal year 2012 primarily to better match director compensation practices at competitor companies.
The following table outlines the cash compensation that was paid to our non-employee directors in fiscal year 2011 and the cash compensation
that will be paid to our non-employee directors in fiscal year 2012.

Compensation Element Fiscal Year 2011 Compensation Fiscal Year 2012 Compensation

Cash Retainers

Annual Board Retainer $40,000 $50,000

Audit Committee Chairman Retainer $15,000 $17,500

Nominating, Compensation, Finance and Risk

Committee Chairmen Retainers $7,500% $10,000

Lead Independent Director Retainer $20,000 $25,000

Meeting Fees

Board Meeting Fees $2,000 per in-person meeting attended and $2,000 per in-person meeting attended and
$1,000 per telephonic meeting attended $1,000 per telephonic meeting attended
beginning with the sixth meeting in the year ~ beginning with the sixth meeting in the year

Committee Meeting Fees $2,000 per in-person meeting attended and $2,000 per in-person meeting attended and
$1,000 per telephonic meeting attended $1,000 per telephonic meeting attended

* As the Finance Committee was established in April 2011, no fees were paid for service on that committee in fiscal year 2011.
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In addition to cash compensation, under the terms of the Legg Mason, Inc. Non-Employee Director Equity Plan, as amended (the Director
Equity Plan ), each of our non-employee directors receives, on the 3 day after he or she is first elected as a director, and on the date of each
subsequent Annual Meeting of Stockholders, his or her choice of:

a grant of shares of common stock that have a market value, on the grant date, of $125,000;

a grant of shares of common stock that have a market value, on the grant date, of $75,000, plus $50,000 in cash; or

a grant of a number of Restricted Stock Units equal to the number of shares that would be granted under the first bullet above.
Restricted Stock Units granted under the Director Equity Plan are payable on a one-for-one basis in shares of common stock within 60 days of
the date on which the recipient stops serving as a director of Legg Mason. The number of Restricted Stock Units credited to a director will be
increased to reflect all dividends paid on common stock based on the market price of a share of common stock on the dividend payment date.
The Restricted Stock Units and shares of common stock are not subject to vesting. The Director Equity Plan covers an aggregate of 625,000

shares of common stock.

Director Compensation Table

The following table provides information about the compensation earned by our non-employee directors during fiscal year 2011.

Fees Earned

or Paid in Stock All Other

Name Cash($)(1) Awards($) Compensation($)(2) Total($)

Harold L. Adams $ 123,500(3) $ 74,985(4) $ 198,485
Robert E. Angelica 105,000(3) 74,985(4) 179,985
Dennis R. Beresford 74,000 125,005(5) 2,512 201,517
John T. Cahill 67,000 125,005(5) 192,005
Barry W. Huff 116,500(3) 74,985(4) 191,485
John E. Koerner I11 56,000 125,005(5) 2,067 183,072
Cheryl Gordon Krongard 65,000 125,005(5) 190,005
Scott C. Nuttall 61,000 125,005(5) 186,005
Nelson Peltz 52,000 125,005(5) 177,005
W. Allen Reed 77,500 125,005(5) 202,505
Margaret Milner Richardson 58,000 125,005(5) 1,289 184,294
Nicholas J. St. George 115,000(3) 74,985(4) 2,089 192,074
Roger W. Schipke(6) 17,000 556 17,556
Kurt L. Schmoke 65,000 1