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Putnam Diversified Income Trust Cayman

The Putnam Advisory Company, LLC

John R.Pike

02110

100

100 Federal Street, Boston, Massachusetts 02110,
U.S.A.

03 6212 8316
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2021 11
389,635,170 100.16
605,377 0.16
389,029,793
100.00
44,260
2021 11 30
UFJ 113.77
2021 11

- 67,100,005 7.27 487,822,228 5.81 389,635,170 100.16

2021 11

FNMA FN30 TBA UMBS 03.5000 12/01/2051

FNMA FN30 TBA UMBS 04.0000 01/01/2052

FNMA FN30 TBA UMBS 03.0000 12/01/2051

FNMA FN30 TBA UMBS 05.5000 12/01/2051

FNMA FN30 TBA UMBS 04.5000 12/01/2051

Ivory Coast REGS 06.1250 06/15/2033

Republic of Senegal REGS 06.2500 05/23/2033

Republic of Senegal REGS 06.7500 03/13/2048

CAS 2016-C02 1B 12.3420 09/25/2028

FHR 5051 BI 10 03.0000 11/25/2050

2021 11 40.14
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2021 11

2021 11
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2021 11
6.35 722
2020 12 480,863 54,708
6.45 734
6.35 722
2021 481,163 54,742
6.45 734
6.44 733
483,856 55,048
6.54 744
6.38 726
479,831 54,590
6.49 738
6.32 719
471,093 53,596
6.42 730
6.21 707
461,483 52,503
6.31 718
6.15 700
452,328 51,461
6.25 711
6.01 684
436,397 49,649
6.11 695
5.98 680
430,164 48,940
6.08 692
5.94 676
419,991 47,782
6.04 687
5.80 660
10 399,584 45,461
5.90 671
5.73 652
11 389,030 44,260
5.83 663
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0.020 2.28

2020 12
0.017 1.93
0.020 2.28

2021

0.017 1.93
0.020 2.28
0.017 1.93
0.020 2.28
0.017 1.93
0.020 2.28
0.017 1.93
0.020 2.28
0.017 1.93
0.020 2.28
0.017 1.93
0.020 2.28
0.017 1.93
0.020 2.28
0.017 1.93
0.020 2.28
0.017 1.93
0.020 2.28

10
0.017 1.93
0.020 2.28

11
0.017 1.93
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2021 11 2021 11
2020 12 5,871,810 5,498,390 22,209,540
2021 11 30 (5,871,810) (5,498, 390) (22,209,540)
2020 12 0 7,139,250 44,890,465
2021 11 30 ) (7,139,250) (44,890, 465)
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76

23 103

2021 11 30 UFJ
113.77
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2021 10

31

623,317,644 70,914,848
75,805,073 8,624,343
248,240 28,242
355,527 40,448
4,077,819 463,933
17,458,507 1,986,254
721,262,810 82,058,070
142,666,769 16,231,198
175,934,965 20,016,121
830,757 94,515
63,345 7,207
976,055 111,046
199,805 22,732
428,900 48,796
308,179 35,062
321,408,775 36,566,676
399,854,035 45,491,394
399,584,454 45,460,723
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2021 10 31
11,262,076 1,281,286
(141,991) (16,154)
(36,911,277) (4,199, 396)
(25,791,192) (2,934,264)
3,101,584 352,867
72,691 8,270
42,076 4,787
185,089 21,058
41,250 4,693
43,570 4,957
47,004 5,348
3,533,264 401,979
(29,324, 456) (3,336,243)
(7,728,657) (879,289)
(37,053,113) (4,215,533)
(37,053,113) (4,215,533)

(37,053,113) (4,215,533)
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2021 10 31

357,697,747 400,711,275

49,241,045 24,493,270

1,150,280

(3,683,100) (3,084,410)

45,557,945 22,559,140
2021 30 6.42 316,299,003
2021 10 31 5.90 268,703,976
(8.10) (15.05)
2021 30 6.32 154,794,121
2021 10 31 5.80 130,880,478

(8.23) (15.45)
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2021 20,551,189 23

1937

2021 11 1,980
22.5 184
2021 11
2021 11

389,559,666
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2019 12 31

2021 11 30
113.77

23

25

193
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2020

131

23 103
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2020 12 31 2019 12 31
122,585,635 13,946,568 108,189,613 12,308,732
637,244 72,499 1,772,239 201,628
1,360,165 154,746 657,479 74,801
32 4 5,582 635
124,583,076 14,173,817 110,624,913 12,585,796
17,171,529 1,953,605 12,944,383 1,472,682
7,414,104 843,503 6,488,771 738,227
15,863,976 1,804,845 16,282,005 1,852,404
93,537,099 10,641,716 79,814,077 9,080,448
31,681,486 3,604,403 28,551,256 3,248,276
10,819 1,231 15,773 1,794
10 1,576,815 179,394 3,120,870 355,061
167,255,828 19,028,696 147,217,135 16,748,893
(42,672,752) (4,854,879) (36,592,222) (4,163,097)
856,655 97,462 288,343 32,805
(43,529,407) (4,952,341) (36,880,565) (4,195,902)

11

(4,880) (555) 213,290 24,266
(4,880) (555) 213,290 24,266
(43,534,287) (4,952,896) (36,667,275) (4,171,636)
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2020 12 31 2019 12 31
5,748,800 654,041 2,779,923 316,272

12,099,212 1,376,527 11,233,515 1,278,037

12,084,001 1,374,797 3,484,160 396,393

169,591 19,294 13,774 1,567

16,390 1,865 22,502 2,560

828,272 94,233 465,760 52,990

30,946,266 3,520,757 17,999,634 2,047,818

1,720,781 195,773 813,403 92,541

2,631,970 299,439 5,644,402 642,164

1,036,107 117,878 303,732 34,556

686,520 78,105 234,341 26,661

6,075,378 691,196 6,995,878 795,921

(1,051,845) (119,668) (736,767) (83,822)

491,640,841 55,933,978 433,924,344 49,367,573

(458,271,120)  (52,137,505)  (414,741,713)  (47,185,165)

11 (7,446,988) (847,244) (7,442,108) (846,689)
24,870,888 2,829,561 11,003,756 1,251,897

30,946,266 3,520,757 17,999,634 2,047,818
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)
(
12 31
)
(
12 31
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12 31
(736,767) (83,822) 433,924,344 49,367,573  (414,741,713) (47,185, 165) (7,442,108) (846,689) 11,003,756 1,251,897
741,100 84,315 (741,100) (84,315)
(58,457,597) (6,650,721) 58,457,597 6,650,721
57,401,419 6,530,559 57,401,419 6,530,559
(4,880) (555) (4,880) (555)
(43,529,407) (4,952,341) (43,529,407)  (4,952,341)
(1,051,845) (119,668) 491,640,841 55,933,978 (458,271,120) (52,137,505) (7,446,988) (847,244) 24,870,888 2,829,561
(15,728,387) (1,789,419) 416,237,588 47,355,350  (377,861,148) (42,989,263) (7,655,398) (870,955) 14,992,655 1,705,714
1,534,500 174,580 (1,534,500) (174,580)
(19,221, 256) (2,186,802) 19,221,256 2,186,802
32,678,376 3,717,819 32,678,376 3,717,819
213,290 24,266 213,290 24,266
(36,880, 565) (4,195,902) (36,880,565)  (4,195,902)
(736,767) (83,822) 433,924,344 49,367,573 (414,741,713) (47,185,165) (7,442,108) (846,689) 11,003,756 1,251,897
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2020 12 31 2019 12 31
(42,672,752) (4,854,879) (36,592,222) (4,163,097)
(856, 655) (97,462) (288,343) (32,805)
(155,817) 17,727) (13,774) (1,567)
6,112 695 4,032 459
238,564 27,141 206,015 23,438
(865,697) (98,490) 2,247,488 255,697
(8,599,841) (978,404) (1,793,088) (204,000)
26,919 3,063 206,196 23,459
907,377 103,232 (322,850) (36,731)
(3,012,432) (342,724) 3,726,165 423,926
22,412 2,550 1,495 170
732,375 83,322 314,837 35,819
(54,229,435) (6,169,683) (32,304,049) (3,675,232)
(26,534) (3,019)
(26,534) (3,019)
(218,650,178) (24,875,831) (178,954,041)  (20,359,601)
276,051,597 31,406,390 211,632,417 24,077,420
(198,227) (22,552) (194,697) (22,151)
57,203,192 6,508,007 32,483,679 3,695,668
(4,880) (555) (38,140) (4,339)
2,968,877 337,769 114,956 13,079
2,779,923 316,272 2,664,967 303,193
5,748,800 654,041 2,779,923 316,272
288,109 32,778 252,145 28,687
10,819 1,231 15,773 1,794
58,457,597 6,650,721 19,221,256 2,186,802
741,100 84,315 1,534,500 174,580
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PAC
PAH
02110
100
AUM

2020 12 31 2019 12 31

24,870,889 11,003,756

1ASB

IFRS

IFRS

18/75



EDINETOOOO
OO000O00oo00o0Do00DOo00oo0gononOO(Es262)
OOoooooooooooooood

COVID-19 2020

CovID-19

12
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two-sided markets
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2020 2019 12 31

2020 12 31
24,183,213 24,183,213
24,183,213 24,183,213
4,352,751 4,352,751
4,321,751 4,352,751
2019 12 31
14,717,675 14,717,675
14,717,675 14,717,675
6,457,805 6,457,805
6,457,805 6,457,805

2020 2019 12 31
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2020 2019 12 31
2019 12 31
2009 12
CDO
CDO
812,868

2019 12 31

2019

IFRS

2275
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2020

2017
2017

CDO

2019 12 31

CDO

6,112

2020

36

2020
4,032



28,547,400,944
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2020 2019 12 31
8,836,552 8,610,479

2020 2019 12 31

23,165,142,394

2020 2019 12 31
1,360,165 657,479
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2019

2020
93,537,099
EIP
2020

2019 12 31
79,814,077
301.7701-3
2019 12 31

12,099,212

24175
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2020 2019 12 31
11,233,515
13,481,003
EIP
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2020 2019 12 31

2020 2019

probable threshold
IFRS

2020 12
31 2019 12 31

AOCL
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AOCL

AOCL

IFRS 16
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IAS 2020 IAS
IAS I1AS
IFRS 2020
IFRS
IFRS 1AS
1AS
IAS 37 IAS 38
SIC 32
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2020 12 31
7,296 131,506 388,203 527,005
(435) (117,708) (386, 360) (504,503)
6,861 13,798 1,843 22,502
(20,555) (20,555)
(1,043) (3,247) (1,822) (6,112)
20,555 20,555
7,296 110,951 388,203 506,450
(1,478) (100, 400) (388,182) (490,060)
5,818 10,551 21 16,390
2019 12 31
115,272 385,199 500,471
(115,272) (385,199) (500,471)
7,29 16,234 3,004 26,534
(435) (2,436) (1,161) (4,032)
7,296 131,506 388,203 527,005
(435) (117,708) (386, 360) (504,503)
6,861 13,798 1,843 22,502
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2020 12 31 2019 12 31
11,867,221 3,291,234
131,104 116,507
85,676 76,419
12,084,001 3,484,160
2020 12 31 2019 12 31
223,401 248,791
604,871 215,441
1,528
828,272 465,760
2020 12 31 2019 12 31
667,623 215,766
18,898 18,575
686,520 234,341

29/75



2020

2020 2019

2019 12 31
2019 12 31

EDINETOOOO
OO000O00oo00o0Do00DOo00oo0gononOO(Es262)
OOoooooooooooooood

2020 12 31 2019 12 31
303,732 248,269
1,012,472 302,117
(288,109) (252,145)
8,012 5,491
1,036,107 303,732
2019 12 31
2020 12 31 2019 12 31
148,364 10,486
21,227 3,288
169,591 13,774
2020 12 31 2019 12 31
1,012,472 302,117
1,012,472 302,117
2020 12 31 2019 12 31
(155,817) (13,774)
(155,817) (13,774)
856,655 288,343
12 31
2020
2020

2007 12 31
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2020 2019 12 31 17
2020 12 31
203,600 11,841 215,441
627,994 627,994
(233,570) (4,994) (238,564)
598,024 6,847 604,871
2019 12 31
406,249 406,249
15,207 15,207
(202,649) (3,366) (206,015)
203,600 11,841 215,441
2020 2019 12 31
2020
2019 12 31 208,662
210,470
2020 12 31
2021 243,131
2022 239,382
2023 237,507

720,020

31/75
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(52,397)
667,623

2019 12 31

2020 214,700
2021 5,528
2022 1,843
222,071

(6,305)

215,766

2020 12 31
214,624
452,999
667,623

2019 12 31
203,615
12,151
215,766

32/75
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2010 31
uLC PIC ULC 6,740,991
PIC ULC
2020 2019 12 31 1,051,845 736,767
2020 2019 12 31
2020 2019
12 31 12 31
U.S. PUSH
(4,221,434) (6,492,992)
PIC ULC (9,181,330) (8,592,762)
PFTC (11,814,299) (8,050,121)
PSERV 196,421 183,429
PIA
335,491 342,641
PISCO 260,458 407,908
PIIL (631,845) 422,278
PRM 2,763,192 2,351,458
UK
PIL 3,105,429 3,910,823
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PIM
18,136,072 14,780,571
(1,051,845) (736,767)
2020 2019 12 31 AUM
2020 12 31 2019 12 31
10,265,071 5,931,752
AUM 4,593,415,714 2,116,683,812
2020 2019 12 31 303,260
1,121,509
2020 2019 12 31
82 81
2020 2019 12 31

40,367 383,110

34/75



2019

PAC

PFTC

PIC ULC

PFTC

PIIL

PFTC PIC ULC
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PFTC
PIIL

2020 12 31 2019 12 31
77,665,437 66,824,007
77,665,437 66,824,007
2,696,962 2,879,350
13,463,112 14,113,088
80,302 117,882
13,773,073
16,240,376 30,883,393
61,425,061 35,940,614

35/75



EDINETOOOO
OO000O00oo00o0Do00DOo00oo0gononOO(Es262)
OOoooooooooooooood

2020
2019 12 31 1,360,165 657,479

2020 2019 12 31 93,537,099 79,814,077

2020 12 31 2019 12 31

PIL 10 13,186,906 11,985,579
P1SCO 4,001,947 4,562,858
PIA 10 893,803 1,118,869
PIIL 2,339,858 2,264,478
PIC ULC 4,064,517 3,245,410
PFTC 2.28 1,304,802 1,114,561
PIM 67,745,266 55,522,322

93,537,099 79,814,077

32.5
20.25

2020 12 31
741,100
58,457,597

2019 12 31
1,534,500
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19,221,256
401
2020 2019
12 31 326,256 313,782
PUSH
2020 2019 12 31
1,375,346 1,186,340
2020 12 31
2,400,863
EIP
EIP
EIP
IFRS EIP
EIP

EIP

37/75
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2020 2019 12 31
1,337,653 794,334
2020 2019 12 31
506,658 349,159
2020 12 31
5,955,194
3.30 2020 12 31
334,351
2020 12 31 2019 12 31
323,39 16.07 226,600 17.71
199,180 11.50 139,194 14.71
(54,100) 18.90 (31,400) 21.85
11,848 15.05
(9,426) 15.92 (11,000) 16.28
12 31
470,896 13.79 323,39 16.07
2020 12 31 2019 12 31
416,543 389,551
601,773 379,454
2,277,464 2,174,713
38,687

3,334,467 2,943,718

38/75
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2020 2019 12 31 31,681,486
28,551,256
2020 12 31 2019 12 31

PUSH 20,668,138 18,962,389
PR (485, 430) (496,566)
PR 1,703,939 1,664,855
PR 3,284,563 2,961,219
PR 5,745,325 4,764,235
PSERV 764,951 695,124

31,681,486 28,551,256

39/75
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10
2020 12 31 2019 12 31
457,671 417,388
356,776 408,449
233,711 202,649
197,077 913,465
40,367 383,110
6,112 4,032
4,998 3,366
1,957
280,103 786,454
1,576,815 3,120,870
11
2020 12 31 2019 12 31
(7.,442,108) (7.655,398)
(4,880) 213,290
(7,446,988) (7,442,108)

12

40/75
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CDO
2014 28
2015 15
2018 21 2018 11
2019
2020 2020 27
2020 10
13
ERISA
1,000,000 2020 2019 12 31

14

41/75
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2020 2019 12 31
500,000,000
2020 12 31
2020 12 31
2026
2021 2022 2023 2024 2025
849,711 286,580 282,569 280,562
2019 12 31
2025
2020 2021 2022 2023 2024
263,594 255,707 5,915 1,972

42/75



833,000

PIM
10
3,940,000

15

2020 12 31
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2020 2019 12 31
712,000
PAC
2020 2019 12 31
2,850,000
2021 21

43/75
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AMENTS 1 NSV
Far the Years Ended Decemboer 51,

In UX% 2020 2019
REVENUE

Investment advisary fees, nd 2122 585 635 108,180,613

Perlormince fes 637 2dad 1,772,239

Bervice fee revenue (MNote 9 1,360, 165 GAT 479

Met imvestment income and other income il 5.582
Total revenue 124 583,076 110,624.913
OPERATING EXPENSES

Compensation and benefits 17171528 12,944 383

Professional and external services TAL14, 104 6,488 771

Drealer commissions 15 863,976 16,282 005

Service lee expense (Mote 9) @3, 537,000 70,814,077

Allocated expenses from Parent and affiliates, net (Note 9) 31,681 486 28,551,256

Financing charges 10.g19 15,773

Criber operating expenses (Mote 107 1576815 320,870
Total operating expenses 167,255 828 147,217,138
LOSS BEFORE INCOME TAXES (42672752 (36,502 222
Income 1ax expense {Mote T) B56,655 TEE 343
NET LOSS (43.520.407) (36,880L565)
OTHER COMPREHENSIVE LOSS, NET OF INCOME TAXES (Note 11):

1tenis thatl may be reclussiliod subsequently Lo mncome or loss
Unrealized foreign exchange (loss)'gain on translation of foreign operations, net (34,8800 213,290
Ttems that will nat be reclassified to income or loas - -

Total other comprehensive (loas)igain Tor the year, net of incoms taxes {4 B850 213, 25H)
COMPREHENSIVE LOSS (S43.534.28T) (836,66T.275)

The sccompanying nobes are an integral pan of these Minancial Satements.
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December 31,
I UUSS 2020 2019
ASSETS
Cash and cash equivalents (Note 2 55,748,800 22779923
Acerued imvestment advisory fees receivable, net (MNote 2) 12,099,212 11,233,515
Other recevables (Mote 4) 12,084,001 3,484,160
Deferred tax assets {Mote 7) 1659 591 13,774
Capatal assets, net (Note 3) 16,390 22,502
Other assets (Note 5) 828,272 465,760
TOTAL ASSETS 30,946, 266 17,999 634
LIABILITIES AND MEMBER'S EQUITY
Liabilitics
Accrued compensation and employee beneflis £1, 720,781 2813403
Accounts payvable and accrued expenses 2,631,970 5644402
Current tax liability (Note T) 1,036,107 303,732
Other liabilities (Mote &) GRE, 520 234,341
Total labilities 85,075.378 65,005 578
Member's egquity
Accounts receivable from Parent and affiliates, net (MNote 9) (81,051 845) (8736, 76T)
Contributed surplus 491 640,841 433924344
Accumulated deficit (458,271,1200 (414,741, 713)
Accumulited other comprehensive loss (Mote 1) (7.446,98%) (7442108}
Taotal member's equity 24,870, 888 11,003,756
TOTAL LIABILITIES AND MEMBER'S EQUITY 300,046 266 17,099 634

The accompanying notes are an imegral part of these fNinancial statements.
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STATEMENTS OF CASH FLOAWS

For the Years Ended December 31,

In USS 2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before income taxes (542,672.752) (536,592.222)
Income tax expense (R56,655) (28R, 343)
Adjustments 1o reconcile net loss to cash flows used in operating activities:
Deferred meome taxes {155.817) (13.774)
Depreciation of capital assels 6,112 4,032
Depreciation of right-of-use assets 238504 206,013
(Increase) decrense in operaling assets:
Acerued investment advisory fees receivable {865,697 2,247 488
ther receivahles (8,599 2417 (1, 793,088)
Oither assets 26,919 206,196
Increase/{decrease) in operating liahilities;
Accrued compensation and emplovee benefits 207377 (322.850)
Accounts pavable and acorued expenses (3.012.432) 3726165
Other liabilities 22412 1493
Changes in other operating assets and liabilitics 732375 314,837
Met cash used in operating activities (54,229.435) (32,304,049
CASH FLOWS FROM INVESTING ACTIVITIES
Additions 1o capital assets (26.534)
Net cash used in investing activities = (26.534)
CASH FLOWS FIRROM FINANCING ACTIVITIES
Agcounts receivable from Parent and affiliates (Note 93 (218,650,178 (178.954.041)
Accounts pavable to Parent and affiliates (Mote 9) 276,051,597 211632417
Payments on principal portion of lease liability {198.227) (194.697)
Net cash provided by imancing activilies 37,203,192 32AR36TY
Effect of changes in exchange rates on cash and cash equivalents {4880 (38,1400
NET INCREASE IN CASH AND CASH EQUIVALENTS 2,908,877 114,950
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 2,779,923 2,664,967
CASH ANDCASH EQUIVALENTS AT ENDOF YEAR 55,748,800 S2. 779,923
Supplementary Cash Flow Information:
Foreign income tax paid (Note 7) SIER. 109 252,145
Interest paid £10,819 515,773
Supplementary Non-Cash Flow Information from Financing Activities:
Contribution-in-kind received from Parent (Note 9) 558.457.597 519.221.256
Dividend-in-kind paid to Parent {(Note 9) 5741,100 51,534,500

The accompanving notes are an integral part of these financial statements.

LM
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THE PUTNAM ADVISORY COMPANY, LLC
NOTES TO FINANCIAL STATEMENTS

In USE

1. Corporate Information

The Putnam Advisory Company, LLC (the “Company” or “PAC™), including its Singapore Branch, is a
wholly-owned subsidiary of Putnam Advisory Holdings 11, LLC (*PAH II"), and is an indirectly wholly-
owned subsidiary of Putnam Investments, LLC (the “Parent” or “Putnami”), the latter of which is an indirectly
majority-owned subsidiary of Great-West Lifeco Inc, (“Lifeco™ ). The Company's ultimate pareni company is
Power Corporation of Canada. The Company is incorporated in the State of Delaware in the United States of
America. The registered office and principal place of business is located at 100 Federal Street, Boston,
Massachusetts, 02110, United States of America. The U.S. dollar (3} is the fonctional currency of the
Company.

The Company's primary business is to provide investment advisory services to institmtional clients. In
connection with providing these services, the Company receives an investment advisory fee, which is based
upon the clients’ negotiated fee rate and the average assels under management. Company revenue is largely
dependent on the total value and composition of assets under management (* AUM™), which include domestic
and intermational equity and debt assets (the “Company Funds"), accordingly, fluctuations in financial
markets and in the composition of assets under management affect revenues and results of operations.

The Company, itz Parent and its affiliates have significant interdependencies, as described in Notes 2 and 9.
The accompanying financial statements have been prepared from the separate records maintained by the
Company and may not be indicative of the financial position or the results of operations that would have
existed if the Company had been operated as an unaffiliated company.

Economic dependency

The financial statements have been appropriately prepared on the basis of accounting principles applicable 1o
a going concern, however, the continuing operations of the Company are reliant upon the ongoing support of
the Parent. The Company has an ending Member's equity of 324,870,889 and 511,003,756 at December 31,
2020 and December 31, 2019, respectively.

2. Basis of Preparation and Summary of Accounting Policies

The financial statemenis of the Company have been prepared in accordance with International Financial
Reporting Standards (“IFRS") as issued by the Intemational Accounting Standards Board (“IASB™). The
policies set out below were consistenily applied to all the periods presented unless otherwise noted. If
applicabde, the Company will adopt, or has implemented changes in accounting policies for the adoption of
new or amended accounting standards that are relevant to the business as described in Changes fn Accounting
Policies within this Mote,

Accounting Estimates

The preparation of financial statements in conformity with IFRS requires management to make significant
judgments involving estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of assets and liabilities at the balance sheet dates and the reponted amounts of revenue and expenses
during the reporting period. Although some uncertainty is inherent in these judgments and estimates,
management believes that the amounts recorded are reasonable.

Beginning in Janwary 2020, global financial markets experienced significant volatility resulting from the
gpread of a novel coronavims that can canse a disease known as COVID-19. The pandemic has resulted in
travel and border restrictions, quarantines, supply chain dismptions, lower consumer demand and general
market uncertainty throughout the year.
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THE PUTNAM ADVISORY COMPANY, LLC
NOTES TO FINANCIAL STATEMENTS

In USE

The duration and impact of the COVID-19 pandemic continues to be unknown at this time. Given the
uncertainty surrounding the current environment, the actual financial resulis could differ from the estimates
made in preparation of these financial statements.

Key sources of estimation uncertainty and areas where significant judgments have been made are listed below
and discussed throughout the notes to the financial statements including:

* Inthe determination of the fair value of financial instrumenis, the Company’s management exercises
judgment in the determination of fair value inpuis (Note 2.

*  The Company operates within various tax jurisdictions where management judgments and estimates
are required when mterpreting the relevant tax laws, regulations, and legislation in the determination
of the Company’s tax provisions and the carrying amounts of its tax assets and liabilities (Mote 7).

*  Legal and other provisions are recognized resulting from past events which, in the judzment of
management, have resulted in a probable outlow of economic resources which would be passed 1o a
third-party to settle the obligation. Management uses judgment to evaluate the possible outcomes and
risks in determining the best estimate of the provision at the balance sheet date (Mote 12).

*=  The Company uses estimates to determine certain components of share-based amorntization expense
including the share price and forfeiture estimates (MNote 9).

*  Management uses judgment in determining the incremental borrowing rate used to discount lease
payments based on the applicable reference rate, coupled with a credit spread and lease specific
adjustments (Note 2},

The significant accounting policies are as follows:

Cash and Cash Equivalenis

Cash and cash equivalents consist of cash on hand and demand deposits with banks, which are readily
convertible into cash. The camying value of cash and cash equivalents approximates their fair value,

Fair Value Measurement

The Company’s financial assets and liabilities recorded at fair value have been categorized based upon the
following fair value hierarchy:

Financial assets and liabilities categorized as Level 1 ntilize observable, unadjusted quoted prices in active
markets for identical assets or liabilities that the Company has the ability to access.

Financial assets and liabilities categorized as Level 2 wtilize observable inputs other than Level | unadjusted
quoted market prices. The fair values for some Level 2 secunties were obtained from pricing services. The
pricing service inputs include, but are not limited to, benchmark vields, reponted trades, broker/dealer quotes,
issuer spreads, two-sided markets, benchmark securities, offers and reference data.

Financial assets and habilities categorized as Level 3 wtilize one or more significant inputs that are not based

on observable market inputs and include situations where there is little, if any, market activity for the asset or
liability,
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THE PUTNAM ADVISORY COMPANY, LLC
NOTES TO FINANCIAL STATEMENTS

In USE

In certain cases, the inputs used to measure fair value may fall into different levels of the fmr value hierarchy.
In such cases, the level in the fair value hierarchy within which the fair value measurement in its entirety falls
has been determined based on the lowest level input that is significant to the fair value measurement in its
entirety. The Company's assessment of the significance of a particular input to the fair value measurement in
its entirety requires judgment and considers factors specific to the asset or liability,

The following table presents information about all of the Company’s financial assets and liabilities measured
at fair value on both a recurring and non-recurring basis as of December 31, 2020 and 2019, and indicates the
fair value hierarchy of the valuation techniques utilized by the Company to determine such fair value:

December 31, 2020

Assety measured af jair value Lewel 1 Level 2 Level 3 Total

Other financial insruments : 24.183.213 - 24.183.213
Total finandal asseis §- £24,183213 §- £24.183.213
Liabulities measired af fair value

Other financial instruments ' . 4.352,751 . 4,352,751
Total financial Habilides §- 54,352,751 8- 54,352,781

December 51, 2019

Assets measured at far vale Level 1 Level 2 Level 3 Total

Other financial instruments - 14,717,675 - 14,717,675
Total Minandal asseis 5 - 514,717,675 5 - 514,717,675
Liabilities mearswred af fair value

Other financial instruments ' - 6,457,805 - 6,457,503
Total financial labilites § - £6,457.805 $- 56,457,505

" orther firancial instruments include Aetrued investment advisory fees receivable, Other receivables, Acaued compensation and employee
bemehits and Accounts payvable and accrued expemses.

B Other francial instruments are initially recorded at Fair value and subsequently meamred at amortized cost using the <ffective interest rate
method, The amortized cost of other inancial instruments Wm:im!:: their fair value,

During the years ended December 31, 2020 and 2019, there were no transfers made between any level
categories,

Other Finandal Instruments

Accrued investment advisory fees receivable, net, Other receivables, Accrued compensation and employee
benefits and Accounts payable and accmed expenses are classified as being measured at amortized cost, and
initially recorded on the Balance Sheets at fair value and subsequently measured at amoriized cost using the
effective interest rate method, unless shont-term, where interest would be insignificant. The carrying value of
Accrued investment advisory fees receivable, net, Other receivables, Accrued compensation and employee
benefits and Accounts payable and accrued expenses approximates its fair value.
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THE PUTNAM ADVISORY COMPANY, LLC
NOTES TO FINANCIAL STATEMENTS

In USE

Investment Impairment

In accordance with [IFRS 9, Financeial fnstrumenis, financial assets were evaluated at December 31, 2020 and
2019, where management used judgement to assess impaimment through the expected credit loss model for
each class of financial assets. The Company’s financial assets primarily consist of cash and cash equivalents,
as well as vanous receivable balances. A majority of the Company’s receivables balance at December 31,
2020 and 2019 consists of accrued investment advisory fees, net owed from third party entities for services
performed in accordance with investment management agreements. The Company assessed the expected loss
rate on these receivables over a period of 36 months before December 31, 2020 and 2019 and concluded
based upon historical data that the risk of expected credit loss is insignificant to the Company. The remaining
receivables consist of other receivables, which based on the nature and history of the receivables, the expected
credit loss is insignificant to the Company. Cash and cash equivalents consist of liquid fimds held at banks
with high credit-ratings. The probability of defanlt for these counterparties is considered immaterial and
management concluded that the expected credit loss is insignificant 1o the Company.

In December 2009, management of the Parent fully impaired its investment in a collateralized debt obligation
(*CDO™), for which the Company was the asset manager, based upon declining market conditions. Under the
terms of its offering memorandum, the CDO was required to hold an anneal auction of its portfolio to provide
liquidity, beginming in 2017, In that same year, the CDO was successfully auctioned. In June 2019, the
Company received a final distribution from the 2017 anction that resulted in proceeds of $812,863. This
amount represents previously earned fees that were held back from the imitial payment and is recorded in
Performance fees on the Statements of Loss and Comprehensive Loss.

Capital assets, net

Capital assels, net are carried at historical cod less accumulated depreciation computed on a graight-line
basis over their estimated useful lives, which vary from three to seven vears. Capital assets are evaluated for
impairment on a quarterly basis. Assets no longer used, and the associated accumulated depreciation, are
removed from the Balance Sheets with a charge recorded in the Statements of Loss and Comprehensive Loss
for the net carrying value of the asseis. Leasehold improvements are depreciated over the life of the lease.
Depreciation of capital assets for the years ended December 31, 2020 and 2019, included in Other operating
expenses in the Statements of Loss and Comprehensive Loss, is 86,112 and 54,032, respectively,

Offsetting and Presentation of Intercompany Receivables and Payables

Intercompany receivables and payables are offset, and the net amount is presented in the Balance Sheets. This
occurs when the Company and its Parent and affiliates owe each other a determinable amount, the Company
has the right to set off the amount owed with the amount owed by the affiliates, and the Company intends to
get off the amonunt owed, and the right is enforceable by law by a Putnam Master Metting Agreement. [t is the
Company’s policy to include Accounts {receivable fromy/payable to Parent and affiliates, net as a component
of Member's equity on the Balance Sheets, as perodic settlement only occurs in the form of a non-cash
accounting transaction,
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THE PUTNAM ADVISORY COMPANY, LLC
NOTES TO FINANCIAL STATEMENTS

In USE

Revenue Recognition

Investment advisory fees. net

The Company provides investment advisory services on a daily, monthly, or quarterly basis. The Company
believes the performance obligation for providing investment advisory services is satisfied over time because
the customer is receiving and consuming the benefits as they are provided by the Company. Fee amangements
are based on a contractual percentage applied to the customer’s average or period-end assets under
management. Fees are earned daily as they relate specifically to the services provided in that period, which
are distinct from the services provided in other periods, and are received monthly, quarterly, semi-annually, or
anmually. Investment advisory fees are recognized in the Statements of Loss and Comprehensive Loss, net of
expense limits and rebates of 38,836,552 and 88,610,479 for the yvears ended December 31, 2020 and 2019,
respectively,

The Company, as agent, is the sponsor for a number of structured entities. These structured entities include
institutional funds and other investment products, The nature and purpose of these entities is to provide
investors with a variety of investment opporturities throngh managed investment strategies. As of December
31, 2020 and 2019, total AUM relating to the institutional portfolios and other investment products of the
Company was $28,547,400,944 and §23,165,142,39, respectively.

Performance fees

As additional consideration for the investment advisory services noted above, the Company receives fees that
vary based on specified performance measures, for example, when a fund exceeds a specified benchmark or
contractual hurdle over a contractual performance period or the life of a find. These fees are earned once
account retums have exceeded these specified performance measures and are calculated as a percentage of
account retums. These performance fees are considered variable consideration as the uncertainty is dependent
on the valne of the assets at future points in time as well as meeting a specified compound hurdle rate, both of
which are highly susceptible to factors owtside the Company's influence. Revenues are recognized once it 18
probable that a significant reversal will not occur. Performance fees recognized in the Statements of Loss and
Comprehensive Loss in the cument period are primarily related to performance obligations that have been
satisfied in prior periods and management is assured of their realization.

Service fee revenue

The Company receives revenue in accordance with a transfer pricing program established with an affiliate, in
order to compensate the Company for investment management services it provides to this affiliate, which is
presented as Service fee revenne in the Statements of Loss and Comprehensive Loss (Mote 9). The Company
believes that the performance obligation is satisfied when the operating costs are incurred, This revenue is
recognized as eamed. Service fee revenue for the years ended December 31, 2020 and 2019 is 81,360,165 and
$657.479, respectively.

Met investment income and other income

Net investment income and other income includes interest income and dividend income, This income is
recognized in the Statements of Loss and Comprehensive Loss as eamed.

Accrued investment advisory fees receivable. net

Accrued investment advisory fees receivable, net reported in the Company’s Balance Sheets include
£12,099,212 and $11,233,515 of receivables from contracts with customers at December 31, 2020 and 2019,
respectively. Al January 1. 2019, Accrued investment advisory fees receivable, net included $13 481,003 of
receivables from contracts with customers.

10
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THE PUTNAM ADVISORY COMPANY, LLC
NOTES TO FINANCIAL STATEMENTS

In USE

Service Tee expense

The Company has established transfer pricing programs with certain of its affiliates, all of which result in the
Company paying a service fee expense 1o the affiliates based on the temns of the program. These expenses are
presented as Service fee expense on the Statements of Loss and Comprehensive Loss (WNote 9) and are
expensed as incuwrred. Service fee expense for the yvears ended December 31, 2020 and 2019 is $93 537,099
and 379,814,077, respectively.

Centain of these transfer pricing programs are with affiliates for which the Company provides all investment
advisory services related to the affiliates’ third-party clients. In exchange for these services, the Company
collects the contractual revenue and incurs the contractual expenses related to the third-party relationships.
Additional details on these arrangements are described in Note 9.

Dealer Commissions

Dealer commissions include distribution fees incurred for certain share classes of the Company Funds, which
include costs incumred at the time of the sale as well as recurring commissions based on assets under
management. Distribution fees are presented on the Statements of Loss and Comprehensive Loss and paid by
the Company when due, pursuant to the contractual agreement.

Share-Based Paymenis

Share-based payment awards for restricted Class B shares and options on Class B shares granted to employees
under the Putnam Investments, LLC Equity Incentive Plan (the “EIP"} (Wote 9), are accounted for as equity-
settled awards. Under this method, compensation cost recognized includes compensation cost for all share-
based payment arrangements granted based on the grant-date fair value, which is determined using both the
market and income valuation approaches as outlined in the EIP. The Company uses the graded vesting
method to amortize the awards. The effect of forfeitures on restricted shares is estimated when recognizing
compensation cost. Share-based compensation is recorded as a component of Compensation and benefits on
the Statements of Loss and Comprehensive Loss,

Income Taxes

The Company elected to be treated as a disregarded entity pursuant to Treasury Regulation Section 301.7701-
3 for federal income tax purposes. Generally, disregarded entities are not subject to entity-level federal or
ftate income taxation and, as such, the Company is not required to provide for income taxes. The Company
has no U5, federal or state tax assets or labilities on its Balance Sheets as of December 31, 2020 and 2019.

The Company’s Singapore branch operation is sulject to local tax in the jurisdiction in which it 15 located.
The related current and deferred tax assets and liabilities are disclosed on the Balance Sheets at December 31,
2020 and 201%, respectively, and the related cash tax payments are made by the branch.

11
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THE PUTNAM ADVISORY COMPANY, LLC
NOTES TO FINANCIAL STATEMENTS

In USE

The Company”s tax expense represents the sum of current and deferred income taxes. The Company has not
provided for any U.S. federal or state tax expense. Tax expense related to the Company®s branch operation
reflects the respective full year result of 2020 and 2019, respectively. Tax is recognized as an expense or
benefit in profit or loss except to the extent that it relates to items that are recognized outside profit or loss
{whether in other comprehensive loss or directly in equity), in which case the tax is recognized in other
components of the financial statements.

Under the IFRS liability method, a provision for tax uncertainties which meet the probable threshold for
recognition is measured based on the probability weighted average approach. There were no uncenain tax
positions recorded by the Company in either year presented.

Cirrent Income Tax

Current income tax is based on taxable income for the year. Current tax liabilities (assets) for the cuwrrent and
prior periods are measured at the amount expected to be paid to (recovered from) the taxation athorities
using, the tax rates that have been enacted or substantively enacted at the balance sheet date. Current tax assets
and current tax liabilities are offset, if a legally enforceable right exists to offset the recognized amounts and
the entity intends either to settle on a net basis, or (o realize the assets and settle the liability simultaneously.
The current tax expense represents the current tax obligation of the Company”s branch operation for the full
years ended December 31, 2020 and December 31, 2019,

Deferred Income Tax

Deferred income tax is the tax expected to be payable or recoverable on differences ansing between the
carrying amounts of assets and liabilities in the financial statements and the corresponding tax basis used in
the computation of taxable income. Deferred tax liabilities are generally recognized for all taxable temporary
differences whereas deferred tax assets are recognized to the extent it is probable that sufficient future taxable
profits will be available to utilize the asset.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profit will be available to allow all or pan of the deferred
tax asset to be utilized. The unrecognized deferred tax asset is reassessed at each balance sheet date and
recognized to the extent that it has become probable that future taxable profit will allow the deferred tax asset
to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the
asset is realized or the liability is settled. based on tax rates (and tax laws) that have been enacted or
substantively enacted at the balance sheet date. Deferred tax assets and deferred tax liabilities are offset, if a
legally enforceable right exists to set off curent tax assels againg current tax liabilities and the deferred
income taxes relaie (o the same taxable anthority and the same taxable entity or different taxable entities
which intend to settle cumrent tax liabilities and assets on a net basis. The deferred tax expense represents
movement in the overall deferred tax balances.

Foreign Currency Translation

The Company’s financial statements are prepared in United States dollars, which is the functional and
presentation cwrrency of the Company. For the foreign branch, exchange rate differences arising from the
translation of monetary assets and liabilities are recorded to unrealized foreign exchange losses on translation
of foreign operations, net in Accumulated other comprehensive loss (*AQCL™).

55/75



EDINETOOOO
OO000O00oo00o0Do00DOo00oo0gononOO(Es262)
OOoooooooooooooood

THE PUTNAM ADVISORY COMPANY, LLC
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Assets and liabilities denominated in foreign currencies are translated into United States dollars at the rate of
exchange prevailing at the balance sheet dates and all foreign denominated income and expense items are
translated at a monthly average of daily rates. Unrealized foreign currency translation gains and losses on the
Company’s net investment in its foreign operations are presented separately as a component of AOCL.
Unrealized gains({losses) will be recognized in MNet investment income and other income on the Statements of
Loss and Comprehensive Loss when there has been a disposal of the imvestment in the foreign operations.

Foreign currency translation gains and losses on foreign currency transactions are included in Other operating
expenses in the Statements of Loss and Comprehensive Loss.

Member's Equity

Contributed surplus represenis capital contributions made to the Company from the Parent. Accumulated
deficit represents the accumulated losses of the Company. AOCL represents the total of the wnrealized foreign
exchange gains/(losses) on translation of foreign operations, On the Statements of Loss and Comprehensive
Loss, this activity is classified by nature and grouped between items that will be reclassified subsequently to
profit or loss and those that will not be reclassified. Accounts receivable from Parent and affiliates, net
represents transactions between the Company and other subsidiaries of the Parent.

Leases

Under IFRS 16, the Company recognizes a right-of-use asset and a lease liability at the lease commencement
date on the Balance Sheets,

The right-of-use asset is initially measured based on the initial amount of lease liability adjusted for any lease
paymenis made at or before the commencement date, plus any initial direct costs incumred, as well as an
estimate of costs to dismantle and remove the underlving asset or to restore the underlying asset or the site on
which it is located, less any lease incentive received. Lease modifications are treated as a new lease if the
modifications represent a substantive change in scope or consideration paid. The asset is depreciated to the
earlier of the useful life of the right-of-use asset or the lease term using the straight-line method and is
included within Other assets on the Balance Sheets. Depreciation expense on right-of-use assets is included
within Other operating expenses on the Statements of Loss and Comprehensive Loss,

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencemnent date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Company shall use its incremental borrowing rate. Generally, the Company uses its
incremental borrowing rate as its discount rate and the rate is applied to portfolios of leases with reasonably
similar characteristics. The lease liability is measured at amonized cost using the effective interest method
and is included within Other liabilities on the Balance Sheets. Interest expense on lease liabilities is included
within Financing charges on the Statements of Loss and Comprehensive Loss,
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Changes in Accounting Policies

The Company has implemented changes in accounting policies for the adoption of new or revised accounting

dandards, as follows:

Amendment/New Standard

Summary of Changes in Accounting Policies

[AS 1 — Presentation of Financial
Statements and [AS § -

Accounting Policies, Changes in
Accounting Estimates and Errors

Effective January 1, 2020, the Company adopted the gnidance
of TAS 1, Presentation of Financial Statements and [TAS 8§,
Accounting Polficies, Changes in Accouniing Estimates and
Errors. The amendments clarfy that information is material if
omitting, misstating or obscuring it could reasonably be
expected to influence the decisions that the pnmary users of
general purpose financial statements make on the basis of those
financial statements, which provide financial information about

a specific reporting entity.

The adoption of these amendments had no impact on the
Company’s financial statements,

Amendments to References to the
Conceptual Framework in [FRLS
Standards

Effective January 1, 2020, the Company adopted the gnidance
in Amendments to References to the Concepiual Framework in
FFRS Steandards, which updates which version of the framework
the pronouncements were referencing or indicates that
definitions in the standard have not been updated with the new
definitions developed in the revised Conceptual Framework.
The amendments related to IFRS 2, Shaved-based Pavment, IAS
1, Presentation of Financial Statements, 1AS 8, Accounting
Folicies, Changes in Accounting Estimates and Erors, TAS 37,
Provisions, Centingent Liabilities and Contingenr Assets, TAS
38, Intangible Assers, S1C-32, and Diangible Assets - Web Site
Cosis,

The adoption of these amendments had no impact on the
Company’s financial statements.
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3

Capital Assels, net

The carrying value of capital assets, and the changes in the camrying value of capital assets, are as follows:

Carrying value, beginning of year
Less: accumulated depreciation

Met camrying value, beginning of vear
Retirements

Depreciation

Accumulated depreciation retirements
Carrying value, end of year

Less: accumulated depreciation

Net carrying valoe, end of year

Carrying value, beeinning of vear
Less: accumulated depreciation

Met camrying value, beginning of vear
Additions

Depreciation

Carrying value, end of year

Less: accumulated depreciation

Net carrying valoe, end of year

For the Year Ended December 31, 2020

58/75

“Furniture and EDP Leasehold
fixtures Equipment  Improvemmis Total
£7,296 $131,.506 £388,203 £527,005
(435) (117,708) {386,360) (504,503)
6,861 13,798 1.843 22,502
- (20,555) - (20,555)
(1,043) (3.247) (1.822 (6,112)
- 20,555 - 20,553
7,296 110,951 388,203 506450
{1,478) (100,400} (388 182) (490, 060)
§5.518 §10,551 521 16,390
_ For the Year Ended December 31, 2019
Furniture and EDP Leasehold
lixtures Equipment Improvemenis Tatal
5- 5115272 £385,199 £500,471
= (115272} (385199} (500.471)
7,296 16,234 3004 26,534
{435) {2.436) (1.161) (4,033)
7,296 131,506 388,203 527,005
(435) (117,708) {386,360) (504,503)
§6,861 $13,798 $1.543 $22,502
15
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4. Other Receivables

Other receivables consist of the following:

December 31, 2020 December 31, 2019

Insurance reimbursement $11.867.221 83,291,234
Rent deposit 131,104 116,507
Other receivable 85,676 76,419
Tuotal 12,084,001 £3,454, 100

5. Other Assets

Other assets consist of the following:
Decermber 31, 2020 December 31, 2019

Prepaid assets 223,401 £248791
Right-of-use assets 604,871 215441
Other assets - 1,528
Total 5828,272 5465,760

6. Other Liabilities

Other liabilities consist of the following:
Decemnber 31, 2020 December 31, 2019

Lease liabilities 667,623 £215,766
Other liabilities 18,898 18,375
Total F686,520 $234.341

Income Taxes

{a) The Company has cwrrent tax liabilities related to its branch operation. Tax payable for the branch is as

follows:

December 31, 2020 December 31, 2019
Current tax liability, net, beginning of year 5303732 3248,269
Expenses during vear 1,012,472 302,117
Payments made on account (288,109) (252,145)
Other 8,012 5,491
Current tax liability, net, end of year £1.036,107 £303,732

16
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(b} The following table idemtifies the major components of Deferred tax assets at December 31, 2020 and
2019
December 31, 2020 December 31, 2019
Performance compensation 5148 364 10,486
Other 21,227 3288
Deferred tax assets 3169591 813774

{c) Income tax expense for the vear is comprised of current and deferred taxes:

{1} Current tax

For the vear ended For the year ended

December 31, 2020 December 31, 201%
Current tax expénse $1,012472 £302,117
Total current tax £1.012,472 302,117
(i) Deferred tax

For the year ended For the year ended

December 31, 2020 December 31, 2019
Origination and reversal of temporary difference (5155817} {£13.7741
Total deferred (ax expense (S155.817) (£13,774)
Total income tax expense $556,655 3258,343

The Company does not have any unrecognized tax benefits recorded in the vears ended December 31, 2020
and 2019, The Company’s policy is to include penalties and interest related to uncertain tax positions in its
income tax provision. During the years ended December 31, 2020 and 2019, the Company did not recognize
any interest and penalties in its income tax provision and does not have any accrued interest and penalties at
December 31, 2020 and 2019, The Company's U.5. Federal and Stale net operating losses are subject to
adjustment and examination for tax years ending December 31, 2007 and thereafer.

The Company's branch located in Singapore is taxed at the statwtory rate of 17% for both the years ended
December 31, 2020 and 2019, with exemption and rebate allowed up to a nominal amount,
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8. Leases

The Company leases buildings for office space and equipment used in the normal course of operations. These
leases have remaining terms of between 2 and 3 years.

(a) Right-ol-use assets

Right-ofuse asset  Right-oFuseasset  Right-of-use asset

December 31, 2020 Property Equipment Total
Balance, beginning of the year £203,600 511,841 $215,441
Additions 627,994 - 627,994
Accomulated depreciation (233,5700 {4,994) (238 564)
Net carrying amount, end of year §598.024 86,847 $604,871

Right-ofuse asset  Right-oFuseasset  Right-of-use asset

December 31, 2019 Property Equipm ent Total
Balance, beginning of the year 406,249 §- 8406,249
Additions - 15,207 15,207
Accomulated depreciation (202,649) {3,366) (206,015)
Net carrying amount, end of year $203,600 §11.841 $215.441

Initial recognition of the right-of-use assets and lease labilities, as well as subsequent additions and lease
modifications, represent non-cash activities and accordingly are not presented in the Statement of Cash Flows.
The right-of-use asset additions presented above approximate the impact on the lease liabilities,

The Company leases an office building in Singapore and equipment.
There were no leases with residual value guarantees or leases not vet commenced to which the Company is

commitied, and there were no costs relating to variable lease paymenis that do not depend on an index or rate
for the years ended December 31, 2020 or 2019, The total cash outflow for leases amounted to $208,662 and

£210,470 for the years ended December 31, 2020 and 2019, respectively.
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(b) Lease liabilities

Maturity Analysis

December 31, 2020 December 31, 2019
2021 £243.131 220 S214, 700
2022 239,382 2021 5,528
2023 237.507 i e ) 1,843
S720,020 8222.071
Lesz: Unearned interest (52,397) Less: Uneamed interest (5.305)
667,623 8215, 706
Analyvzed as:
December 31, 2020 December 31, 2019
Current 214,624 203,615
MNot-current 452000 12,151
667,623 215,766

9. Related Party Transactions

The Company has significant interdependencies with its Parent and its affiliates, which are described below.
The Company is responsible for and has established processes to identify all related parties and to disclose all
gignificant transactions involving related parties.

Accounts receivable from Parent and affiliates, net

The Company instructs third-parties to remit cash directly to the Parent or affiliates and instructs the Parent to
disburse cash on its behalf, The receivables on the Balance Sheets represent amounts for which the Parent has
vet to receive on the Company’s behalf. The Parent also allocates certain expenses to the Company. Accounts
receivable from Parent and affiliates, net represents the net of intercompany transactions between the
Company, the Parent and affiliates due to (1) the above mentioned receipt and payment of cash by the Parent
on its behal f (ii) intercompany service fees and allocation of expenses from/to other affiliated subsidiaries of
the Parent and (11} subordinated debt. On March 31, 2010, Putnam Investments Canada ULC (“PIC ULC™)
executed a non-interest bearing subordination agreement with the Company in the amount of $6,740,991. The
repayment of this amount is subordinate to the claims of the other creditors of PIC ULC. The loan has no
maturity date, and repayment is not expected within one vear.

These balances are recorded as corresponding increases or decreases in the Member's equity section of the
Balance Sheets as the Company neither pays or receives, nor anticipates paying or receiving cash related to
these balances. The gross changes in receivable and payable for the year related to these transactions are
disclosed separately on the Statements of Cash Flows as financing activities. As of December 31, 2020 and
2019, the Company had a net intercompany receivable balance of ($1,051,845) and ($736,767) respectively,
which is included in Accounts receivable from Parent and affiliates, net in the Balance Sheets.
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Intercompany balances due o (from) affiliates as of December 31, 2020 and 2019 are as follows:

December 31, 2020 December 31, 2019

Mon-interest bearing, unsecured receivable

Due from Putnam U5, Holdings [ ("PUSHI") (54.221.434) (56,492 992)
Due from PIC ULC (9.181,330) (8.592,762)
Due from Putnam Fiduciary Trust Company, LLC ("PFTC) (11,814,299 (8,050,121)
Duie to Putnam Investor Services, Inc. ("PSERWV™) 196,421 183,429
Due to Putnam Investments Australia Pty Ltd. ("PLA") 335491 2641
Due to Putnam Investments Securities Co., Lid, - Japan ("PISCO™) 260,458 407,908
Due (from) to Putnam Investments {Ireland) Limited ("PIIL") (631,845) 422,278
Due to Putnam Retail Management LP ("FEM") 2,763,192 2351458
Due to Putnam Investments Limited - UK ("PIL") 3,105,429 3910823
Due to Putniam Investments Managernent, LLC ("PIM") 18,136,072 14,780,571
Total accounts receivable from Parent and afMliates, net (51,051,845) (5736,767T)

Revenue and Expenses earned from/paid to Affiliates

A portion of the Investment advisory fees, net included in revenue on the Statements of Loss and
Comprehensive Loss is attributed to sub-advised institutional clients and an affiliate who are related parties.

The total revenne and ending AUNM for the years ended December 31, 2020 and 2019 are as follows:

For the Year Endead For the Year Ended
December 31, 2020 December 31, 2019
Related Party Revenue §10.265,071 §5,931,752
Related Party AUM $4.503 415714 §2.116,683 812

The receivables associated with the revenue received from these related parties are $303,260 and §1,121,509
as of December 31, 2020 and 2019, respectively, and are included in Accmed investment advisory fees
receivable, net on the Balance Sheets.

In addition to the sub-advisory fee income disclosed above, the Company receives revenue for investment
advisory services it provides to certain affiliated funds. Of the Investment advisory fees, net on the Statements
of Loss and Comprehensive Loss, approximately 2% and 81% was earned from these affiliates respectively,
for the years ended December 31, 2020 and 2019,

The Company also incurs expenses from certain affiliates for sub-advisory services that the affiliates provide
for centain institutional portfolios. Total expenses paid to affiliates for the vears ended December 31, 2020

and 2019 are 340,367 and $383,110, respectively, and are included in Other operating expenses on the
Statements of Loss and Comprehensive Loss,
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Transfer Pricing Programs

The Company has multiple transfer pricing arrangements, the first group being with certain of its affiliates in
which the Company receives the contractual third-party revenue and also incurs the contractual third party
expenses as compensation for the investment advisory services it performs for the affiliates, These agreements
are summarized below.

Effective January 1, 2019, a transfer pricing agreement was established between the Company and PFTC to
compensate the Company for investment advice and securities trading services it provides to PFTC. The
terms of the transfer pricing agreement allow for PFTC to receive a retum on its gross revenue to account for
its fduciary rsk and for PAC to receive the contractual fees and expenses as it performs all remaining
functions and bears all remaining risk. The Company also has a transfer pricing agreement with PIC ULC and
PIIL in which the Company performs all investment management services on behalf of these affiliates. The
Company collects the contractual revenue and assumes the contractual expenses on behalf of the two
affiliates, and in exchange pays a service fee expense based on the affiliates’ assets under management.

The total impact of the assumption of the contractual revenoe and expenses by the Company as a result of
these transfer pricing agreements on the Statements of Loss and Comprehensive Loss {(excluding service fee
expenses, which are disclosed separately in the subsequent service fee paragraphs) is summarized by financial
datement line item.

Coniracinal revenue and associated expenses (PFTC, PIC ULC, and PIIL)

For the Year Ended
December 31, 2020

For the Year Ended
December 31, 20019

Revenue
Investment advisory fees, net 577,665,437 566,824,007
Total revenue 77,665,437 66,824,007
Operaling expenses
Professional and external services 2.696,%62 2879350
Dealer comm issions 12 463,112 14,113 088
Other operating expenses £0,302 117,882
Allocated expenses from Parent and affiliates, net - 13,773,073
Total operating expenses 16,240,376 30,883,393
INCOME BEFORE INCOME TAXES S61.425,061 £35.940.614

Service Fee Revenue received from Affiliates

Additionally, as described in the Summary of Significant Accounting Policies, the Company received
$1,360,165 and 3657479 of revenue for the vears ended December 31, 2020 and 2019, respectively, pursuant
to a transfer pricing agreement with an affiliate. This revenue is included in Service fee revenue in the
Statements of Loss and Comprehensive Loss,
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Service Fee Expense paid to Affiliates

Finally, as described in the Summary of Significant Accounting Policies, the Company incurred $93,537,099
and $79.814,077 for the vears ended December 31, 2020 and 2019, respectively, pursuant to transfer pricing
agreements with certain of its foreign and domestic affiliates. This expense is included in Service fee expense
in the Statemenis of Loss and Comprehensive Loss and is outlined below by affiliate:

Transfer pricing Methodology Wear Ended Wear Ended
Affiliate December 31, 2020 December 31, 2019
PIL Cost Plus 1(%% 513,186,906 511,985,579
PISCO Cost Plus 9% 4,001,947 4,562,858
Pl Cost Plus 10P% 893,803 1118869
PIIL 9 bps on average AUM 2,339,858 2,264,478
PIC ULC 9 bps on ending AUM 4,064,517 3245410
PFFTC 2,28% of gross revenue 1,304,802 1,114,561
PIM Various* 67,745,266 55522322
Jotal service fee expense paid to affiliates 203,537,009 579,814,077

*#bps on fixed income AUM, 32.5 bps on equities AUM and 20.25 bps on global asset allocation ATUM

Intercompany Settlement

During the year ended December 31, 2020, the Company distributed $741,100 as a non-cash dividend-in-kind
Lo the Parent and received 558,457,597 a2 a non-cash contribwion-in-kind from the Parent as a result of a
aroup-wide exercise carried out by the Parent to reassign and seitle historical intercompany balances between
Putnam affiliates. The Company's Contributed surplus and Accounts receivable from Parent and affiliates,
net were reduced as a result of these transactions.

During the year ended December 31, 2019, the Company distributed $1,534, 500 as a non-cash dividend-in-
kind to the Parent and received $19,221,256 as a non-cash contribution-in-kind from the Parent as a result of
a group-wide exercise carried out by the Parent to reassign and settle historical imtercompany balances
between Putnam affilistes. The Company’s Contributed surplus and Accounts receivable from Parent and
affiliates, net were reduced as a result of these transactions.

Retirement Plan

The Company, the Parent, and affiliates of the Parent sponsor a tax-qualified 401(k) defined contribution
retirement plan (the “Flan™) covering substantially all emplovees, Under this Plan, employees may defer a
percentage of eligible compensation into the Plan, subject to certain limitations, a portion of which is matched
by the Company. The Company also provides for an annual discretionary contribution as determined by the
Parent"s Board of Directors. For the vears ended December 31, 2020 and 2019, the Company’'s share of the
annual expense to the Plan totaled £326,256 and $313,752, respectively. These amounts are included in
Compensation and benefits in the Statements of Loss and Comprehensive Loss,

Capitalized Software

The Parent capitalizes certain costs related to software developed for intemal use as long-lived assets, The
amortization expense is allocated to each subsidiary of the Parent, by PUSH I, based on the subsidiary’s
usage of each capitalized software project. These costs were amortized on a straight -line basis over the lesser
of five vears or the estimated useful life. Overall amontization expense allocated to the Company during the
yvears ended December 31, 2020 and 2019 was 51,375,346 and §1,186,340, respectively.

2
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Dealer Commissions

The Company paid to a broker'dealer, affiliated with the Parent, dignbution costs for the sales of certain
share classes of the Company Funds pursuant to the contractual agreement. For the year ended December 31,
2020, the Company paid the affiliated broker'dealer $2.400,863. This charge is included in Dealer
cormmissions in the Statement of Loss and Comprehensive Loss.

Equity Incentive Compensation

The Parent sponsors the Putnam Investments, LLC EIP. Centain employees of the Company are eligible 1o
participate in the EIP, under which they are eligible to receive restricted shares of the Parent's Class B
common shares and Class B stock options.

The Parent recognizes expense for awards granted under the EIP over the stated vesting period and based on
the grant date fair value of the award. A portion of these expenses is allocated to the Company in a manner
consistent with the grant of such share-based payments.

The Company accounts for the awards issued under the EIP as equity awards in accordance with the IFRS 2
guidance related to share-based payment transactions among group emtities. The Company receives the
services of the employees granted the share awards but has no obligation to settle the share awards. That
obligation belongs to the Parent.

The Company has employees who were granted restricted Class B common shares of the Parent pursuant 1o
the EIP. The Company was also allocated a portion of the compensation charged to the Parent. The fair
market value of the Class B common shares was determined using both the market and income valuation
approaches as ontlined in the EIP, which includes consideration of the range of values determined by a
natiomally recogmized independent valuation firm chosen by the EIP Committee. Compensation expense for
these awards is being amonized over the vesting pericd of up to five yvears. Compensation expense directly
charged to the Company for the years ended December 31, 2020 and 2019 was $1,337,653 and $794,334,
respectively, and 15 included in Compensation and benefits in the Statements of Loss and Comprehensive
Loss, Compensation expense allocated to the Company for the years ended December 31, 2020 and 2019 was
8506,658 and $349,159, respectively, and is included in Allocated expenses from Parent and affiliates, net in
the Statements of Loss and Other Comprehensive Loss, As of December 31, 2020, there was $5,955,194 of
unrecognized compensation expense related to the Company’s portion of restricted Class B common shares,
The weighted average period over which that expense is expected 1o be recognized 15 3.30 vears. During the
vear ended December 31, 2020, the Company repurchased restricted Class B common shares with a cash
seftlement of $334,351.

Restricted Class B Shares

For the Year Ended December 31, 2020 For the Year Ended Decemnber 31, 2019

Weighted Average Weighted Average
Grant Date Grant Date
Shares Fair Valae Shares Fair Value
Univested balance ab January 1 323,394 21607 226,600 £17.71
Giranted 199 150 11.50 139,194 14.71
Viested (54,100 15.90 (31,400 21.85
Transferred 11,5845 1502 - -
Forfeited (9.426) 1592 (11,000) 16.28
Unwvested balance al December 31 470,596 £13.79 323,304 £16.07
23
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Key Management Compensation

Key management of the Company includes certain executives of the Parent that have the authority and
responsibility for planning, directing and controlling the activities of the Company. The individuals that
comprise the key management personnel are the Board of Directors, as well as certain kev management and
officers. A portion of the compensation eamed by these individuals is allocated to the Company on the same
basis as the other expense allocations from the Parent and is included in Allocated expenses from Parent and
affiliates, net on the Statements of Loss and Comprehensive Loss as follows:

For the Year Ended For the Year Ended
December 31, 2020 December 31, 2019

Salary 416,543 £389,551
Share-based compensation 601,773 379,454
Amnnual non-share-based incentive compensation 2277464 2,174,713
All other compensation FB.0687 -
Total compensation 53,334,467 2,943,718

Allocated Expenses from Parent and affiliates, net

The Company shares office facilities, personnel and other amangements further described in this note with
other subsidiaries of the Parent. Accordingly, the related costs of such arrangements have been allocated by
the Parent and by affiliates among the varouns subsidiares in a manner which management believes is
representative of the actual costs incurred, This includes the costs associated with capitalized software and
key management compensation as disclosed above. Additionally, in the course of the Company’s day-to-day
business operations certain personnel from other subsidiaries of the Parent are utilized to support the
Company, the related costs of which have been allocated to the Company, in a manner which management
believes is representative of actual costs incurred. The Company also allocates certain of its own costs among
varions affiliales in a manner which management believes is representative of the aciual costs incurred.

During the years ended December 31, 2020 and 2019, the Company was allocated 331,681,486 and
£28.551.256 of costs, respectively, as outlined below. These charges are included in Allocated expenses from
Parent and affiliates, net in the Statements of Loss and Comprehensive Loss.

For the Year Ended For the Year Ended
December 31, 2020 December 31, 2019

General & Administrative Expense from PUSH [ §20,668,138 §18.962,359
Institutional Expense to PRM {485430) {496, 566)
Global Investment Strategies Expense from PRM 1,703,939 1,664 855
Marketing Expense from PRM 3,284,563 2,061,219
Defined Contribution Investment Only Expense from PREM 5,745,325 4,764,235
Defined Contnbution Operations Exp ense from PSERY 764,951 695,124
Total Allocated expenses from Parent and affiliates, net $31,6581 486 $18.551,05%
o
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10. Other Operating Ex penses
Other operating expenses consist of the following:

For the Year Ended For the Year Ended
December 31, 2020 December 31, 20019

Facility maimtenance & utilities 57671 $417 388
Indusstry dues & Aling fees 356,776 408 449
Lease depreciation expense - property 233,711 202 549
Travel & Entertainment 197077 913 465
Expenses paid to affiliates 40,367 383110
Depreciation of capital assets 6,112 4032
Leaze depreciation expense - equipnent 4,998 3366
Rent - 1957
Miscellancous other operating expenses 230,103 Tih 454
Total other operating expenses 51,576 815 £3,120.570

11. Accumulated Other Comprehensive Loss

Unrealized Foreign Exchange Loss on Translation of
Foreign Operations, net

For the ¥ ear Ended Far the ¥ ear Ended

December 31, 2020 December 31, 20019
Balance, beginning of year (57,442,108) (57,655 .39%)
Other comprehensive (loss)'gaan, net {4.820) 213290
Balance, end of year (57446 988) (57.442,108)

12. Commitments and Contingendes

Clafms, Leowsuits, Provisions and Other Contingencies

From time to time, the Company is subject to legal actions, including class actions, arising in the normal

course of business, It is not expected that any of these legal actions will have a material adverse effect on the
financial position of the Company.

In addition, the Company receives inquiries, including requests for documents and information, in the course
of its business from various state and federal regulators inquiring about certain of the Company’s policies and
procedures. Each of these matters 15 handled in the ordinary course of business. The Company fully responds
to these requests and fully cooperates with all regulatory inquines, and there are no such matters pending that
the Company believes could have a material adverse effect on its results of operations, cash flows or financial
position.
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Other Litigation

The Company became a defendant in an action that alleges the Company viclated state law by allowing
another entily 1o pick poor performing assets (underlying collateral} for a CDO. Claims against the Company
are for frand, negligent misrepresentation, and neglizgence, The Company filed a motion to dismiss, which
was granted on April 28, 2014, Litigant filed an appeal and on April 15, 2015 the Conrt reversed the district
court’s dismissal and remanded the case to the district court for further proceedings. Cross motions for
summary judgement were filed on September 21, 2018, Oral arguments were held on November 7, 2018, In
September 2019, the Court granted in part and denied in pat Putnam’s Motion for Summary Judgment. The
trial started on July 6, 2020, On August 27, 2020 the Court issned an opinion finding for Putnam on all
counts. A judgment was entered September 10, 2020 and the litizant did not file an appeal. This legal matter
is now closed after the litigant reimbursed the Company for certain costs.

13. Capital Management

The Parent monitors the amount of consolidated capital available, and the amounts deploved in ils various
operating subsidianes, including the Company. The amount of capital deployed in any particular company or
country is dependent upon local regulatory requirements as well as the Parent’s internal assessment of capital
requirements in the context of its operational risks and requirements and strategic plans. The Parent’s practice
is to maintain the Company’s capitalization at a level that will exceed the relevant minimum regulatory
capital requirements in the jurnsdictions in which they operate.

The Company must maintain minimum member's equity of $1,000,000 in certain jurisdictions subject to rules
under the Employee Retirement Income Secunty Act (“"ERISA™). During the years ended December 31, 2020
and 2019, respectively, the Company was in compliance with all minimum capital requirements.

14. Risk Management

The Company has policies relating to the identification, measurement, monitonng, mitigating and controlling
of risks associated with financial instruments, The key risks related to financial instruments are credit risk,
liquidity risk and market risk (currency. interest rate and equity). The following sections describe how the
Company manages each of these nisks.

Management is responsible for establishing capital management procedures for implementing and monil oring
the capital plan. The Board of Directors of the Parent reviews and approves all material capital transactions
undertaken by management.

(a)Credit Risk

Credit risk is the nsk for financial loss resulting from the failure of debtors making payments when due.
The Company regularly reviews its credit exposure from each counterparty. The Company monitors iis
credit risk management policies continuously to evaluate their effectiveness. These policies include, but
are not limited to, dealing only with creditworthy counterpanties, and obtaining sufficient collateral, where
appropriate, as a means of mitigating the nsk of financial loss from defaults. The maximum credit
exposure is the carying value of the assets on the Balance Sheets, net of any allowances for losses. There
are no allowances for vears ended December 31, 2020 and 2019,
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(b Liquidity Risk

Liquidity risk is the nisk that the Company will not be able to meet all cash outflow obligations as they
come due. The following policies and procedures are in place to manage this risk:

* The Company closely manages operating liquidity through cash flow matching of assets and liabilities.

* The Company has the financial suppon of its Parent, which maintains a $500,000,000 revolving credit
agreement with a consortium of banks.

# The Company does not have a significant amount of financial assets that are past due at December 31,
2020,

¢ The Company anticipates that its financial liabilities will mature within the next fiscal yvear,

In the normal course of business, the Company enters into contracts that give rise to commitments of
fture minimum payments that impact short-term and long-term liquidity,

Payvments due by vear as of December 31, 2020
Total 2021 2022 2023 2024 2023 Thereafier
Leases 849,711 5286,580 5282,569 $280,562 - & 3

Payments due by vear as of December 31, 2019
Total 2020 2021 2022 2023 2024 Thercafter

Leases $263.5%4 §$255,707 £5,915 51,972 &- §- §-

(c) Market Risk

Market nisk is the risk that the fair value of future cash flows of a financial instrument will Auctuate as a
result of changes in market factors, Market factors include three types of nisks: currency risk, interest rate
risk, and equity risk.

(1) Currency Risk
Currency risk relates (o the Company operating in different cuwrrencies and converting non-U. 5, dollar
earnings at different points in time at different foreign exchange levels when adverse changes in
foreign currency exchange rates occur. The Company's financial instruments are generally
denominated in U, 5. dollars and do not have significant exposure to changes in foreign exchange rates.

(it} Interest Rate Risk

Interest rate nisk exists if asset and lability cash flows are not closely matched, and interest rates
change causing a difference in value between the asset and liability. The Company, through instruction
from the Parent, monitors interest rate risk by regulardy assessing this risk and establishing policies and
practices to protect against the adverse effects of these potential exposures. The Company's primary
exposures to intered rate risk arise from fee revenue earned by the Company that is dependent on the
debt pontfolios of Putnam sponsored funds, A one percent increase or decrease in the vield of these
funds wounld have resulted in a change in net loss of approximately 3833,000 and $712,000 for the
years ended December 31, 2020 and 2019, respectively.
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(iii) Equity Risk
Equity nisk is the uncertainty associated with the valuation of assets arising from changes in equity
markets. The Company through instruction from the Parent has investment policy guidelines in place
that provide for prudent investment in equity markets with clearly defined limits to mitigate price risk,
The Company’s primary exposure o equity risk anses from fee revenue earned by the Company that is
dependent on the equity portfolios of PIM sponsored funds and PAC institutional clients. A ten percent

increase of decrease in equity markets would have resulted in a change in net loss of approximately
£3,940,000 and 52,850,000 for the years ended December 31, 2020 and 2019, respectively.

15. Subsequent Events

The Company evaluated subsequent events and transactions ocowrring after December 31, 2020 through May
21, 2021, the date these financial statemenis were authorized for issue, The Company is not aware of any
subsequent events which would require recognition or disclosure in the financial statements.
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INDEPENDENT AUDITORS REPORT

To the Officers of
The Puthnam Advisory Company, LLC:

We have audited the accompanying financial statements of The Putnam Advisory Company, LLC (the “Company”),
which comprise the balance sheets as of December 31, 2020 and 2019, and the related statements of loss and
comprehensive loss, changes in member's equity, and cash flows for the years then ended, and the related notes to the

financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards as issued by the International Accounting Standards Board; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial

statements that are free from material misstatement, whether due to fraud or error.

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our auditsin
accordance with auditing standards generally accepted in the United States of America. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
mi sstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financia
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Company's preparation and fair presentation of the financial statementsin order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Company's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates

made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit

opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in al material respects, the financial position of
The Putnam Advisory Company, LLC as of December 31, 2020 and 2019, and the results of its operations and its cash
flows for the years then ended in accordance with International Financial Reporting Standards as issued by the
International Accounting Standards Board.

Emphasis of Matter

As discussed in Notes 1, 2, and 9, the Company has significant transactions with its Parent and its affiliates. These
financial statements may not necessarily be indicative of the financial position or the results of operations had the
Company been operated as an unaffiliated company. Our opinion is not modified with respect to this matter.

Deloitte & Touche LLP

May 21, 2021
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