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205,170,841 30,927,453
205,027,983 30,905,918
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1,488,143 224,322,676
27,993 4,219,665
1,516,136 228,542,341
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1998 ESIP
2017 EIP
31.7 ESIP
EIP 140.0 23.0
EIP 12.2 14.7
1,518,988 26.06
1,274,819 22.56
(1,385,551) 24.61
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2,786 27.50
1,386,942 24.37
1.5
37.3

1,127,865 339,109
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Franklin Advisers, Inc.
Consolidated Balance Sheet
As of September 30, 2023

{in thousards, excepl share data)

Assets
Cash and cash equivalents g 239,809
Receivables 102,677
Investments (including $28,846 at fair value) 55634
Deferred taxes 33,766
Other 11,274
Total Assets ........... —_— o -~ T —- 443,160
Liabilities
Due to affiliated entities, net £ 70,802
Compensation and benefits 93,909
Accounts payable and accrued expenses 12171
Income taxes 121,125
Total liabilities 298,007
Commitments and Contingencies (Note 7)
Stockholder's Equity
Comman stock, no par value, 1,000 shares authorized, issued and outstanding e
Additional paid in capital 78,009
Retained eamings 66,908
Accumulated other comprehensive loss —
Total Franklin Advisers, Inc, stockholder's equity 144,917
Nonredeemable noncontrolling interests 236
Total stockholder's equity 145,153
Total Liabilities and Stockholder's Equity R S e S e o 443,160

See Notes to Consolidated Financial Statements.

3
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Franklin Advisers, Inc.

Consolidated Statement of Income and Comprehensive Income
Fiscal Year Ended September 30, 2023

{in thousands)
Operating Revenues

Investment management fees 2 1,488,143
Service fees from affiliated entities 27,993
Total operating revenues 1,516,136
Operating Expenses
Fund-related expenses 239,222
Advertising and promotion 234 5984
Compensation and benefits 240,746
Sales, distribution and marketing 197,781
Infarmation systems and technology 43,074
General, administrative and other 124,044
Total operating expenses 1,079,461
Operating Income .. . : E e L e Rk o . i 436,675
Imvestment and other income, net 16,762
Income before taxes 453 437
Taxes on income 103,308
MNet Income Attributable to Franklin Advisers, Inc. .. ... ... ... ... ........ s 350,129
Other Comprehensive Income . ... .. : TS T G S i e : B2
Comprehensive Income Attributable to Franklin Advisers, Inc. : e | 350,211

See Notes to Consolidated Financial Statements.
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Franklin Advisers, Inc.
Consolidated Statement of Cash Flows
Fiscal Year Ended September 30, 2023
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{in thousands)

Net income

Adjustments to reconcile net income to net cash provided by operating
activities:

Deferred income taxes

Other

Changes in operating assets and liabilities:
Increase in receivables and other

Decrease in investments, net

Decrease in due to affiliated entities, net

Decrease in accrued compensation and benefits
Decrease in accounts payable and accrued expenses
Increase in income taxes payable to parent

Net cash provided by operating activities

Furchase of investments
Liguidation of investments
Disposails of property and equipment, net

Net cash provided by investing activities .. ... .. .. e

Dividends to parent
Moncontrolling interests

MNet cash used in financing activities

Decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and Cash Equivalents, EndofYear ... ......... ... ... ........

Cash paid for income taxes

See Notes to Consolidated Financial Statements.

&
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Franklin Advisers, Inc.
Notes to Consolidated Financial Statements
September 30, 2023

Business

Nature of Operations

Franklin Advisers, Inc. ("FAI" and collectively with its subsidiaries, the “Company”) is a wholly
owned subsidiary of Franklin Resources, Inc. (*Franklin® or the "parent"). FAl is a registered
investment adviser with the United States Securities and Exchange Commission, The Company
provides investment management and related services to investment products that include funds
sponsored by Franklin (“affiliated funds"), as well as institutional separate accounts.

FAl's wholly owned subsidiaries are Franklin Advisory Services, LLC (*FAS"), Random Forest
Capital, LLC, Franklin SystematiQ Advisers, LLC, Franklin Digital Lending GP, LLC, Franklin
Venture Partners, LLC, Frankiin Venture Partners (Talos Cayman) GP, LLC, Franklin Advisers GP,
LLC, Franklin Holdings, LLC and Franklin Templeton Blockchain GP, LLC, which are investment
advisers or general partners of affiliated funds.

2.  Significant Accounting Policies

Basis of Presentation

The consolidated financial statements are prepared in accordance with accounting principles
generally acceptad in the United States of America, which require the use of estimates, judgments,
and assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the period presented.
Management believes that the accounting estimates are appropriate and the resulting balances are
reasonable; however, due to the inherent uncertainties in making estimates, actual amounts may
differ from these estimates. The Company has evaluated subsequent events through November 21,
2023, which is the date that the consolidated financial statements became available to be issued.

Consolidation

The consolidated financial statements include the accounts of FAl and its subsidiaries in which it
has a controlling financial interest. The Company has a controlling financial interest when it owns a
majority of the voting interest in a voting interest entity or is the primary beneficiary of a variable
interest entity ("VIE"). Intercompany accounts and transactions have been eliminated.

AMIE is an entity in which the equity investment holders have not contributed sufficient capital to
finance its activities or do not have defined rights and obligations normally associated with an equity
investment. The Company's VIEs are all investment products, and its variable interests consist of its
investment management fees eamed from these products.

The Company is the primary beneficiary of a VIE if it has the power to direct the activities that most
significantly impact the VIE's economic performance and the obligation to absorb losses of or right
to receive benefits from the VIE that could potentially be significant to the VIE. Investment
management fees earned from VIEs are excluded from the primary beneficiary determination if they
are deemed to be at market and commensurate with service, The key estimates and assumptions
used in the analyses include the amount of assets under management (“AUM").

VIEs for which the Company is not the primary beneficiary consist of investment products in which
the Company has an eguity ownership interest. The Company's maximum exposure to loss from
these VIEs consists of equity ownership interests of $3.7 million and investment management fee
receivables of 0.2 million.
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Franklin Advisers, Inc.

Notes to Consolidated Financial Statements
September 30, 2023

While the Company has no contractual obligation to do so, it routinely makes cash investments
when Franklin launches investment products. The Company also may voluntarily elect to provide
investrment products with additional direct or indirect financial support based on its business
objectives. The Company did not provide financial or other support to any of its investment products
during the fiscal year.

Related Parties

Related parties include affiliated funds and other Franklin subsidiaries ("affiliated entities”). Amounts
due to and from affiliated entities, and substantially all of the Company's operaling revenues,
operating expenses and receivables are from related parties.

The Company has a master netting agreement with Franklin and affiliated entities. As amounts due
to and from Franklin and affiliated entities are a determinable amount and the right of offset is
enforceable by law, receivables from and payables to affiliated entities are offset and the net
amount is presented as due to affiliates, nat,

The Company eamns investment management fees from affiliated funds and affiliated entities. The
Company also earns service fee revenues from its affiliated entities for corporate services, which
are determined based on the costs incurred by the Company in performing these services. These
revenues are recognized when earned.

The Company incurs expenses from its affiliated entities for fund administration, sub-advisory,
sales, marketing and distribution, technology and other operalting services. Sub-advisory and fund
administration expenses are determined based on a percentage of AUM. Sales, distrbution and
marketing expenses are determined based on the expenses incurred by the affiliated entities in
providing the services to the Company. All other expenses are allocated in accordance with relevant
agreements based on estimates and assumptions that are periodically evaluated and adjusted by
management.

Fair Value Measurements

The Company uses a three-level fair value hierarchy that prioritizes the inputs to wvaluation
technigues used to measure fair value based on whether the inputs to those valuation technigues
are observable or unobservable. The three levels of fair value hierarchy are set forth below. The
assessment of the hierarchy level of the assets or liabilities measured at fair value is determined
based on the lowest level input that is significant to the fair value measurement in its entirety,

Level 1 Unadjusted quoted prices in active markets for identical assets or liabilities, which may
include published net asset values ("NAV™) for fund products.

Level 2 Observable inputs other than Level 1 quoted prices, such as non-binding quoted prices
for similar assets or liabilities in active markets; quoted prices for identical or similar
assets or liabilities in markets that are not active; or inputs other than guoted prices that
are ocbservable or corroborated by observable market data.

Level 3 Unobservable inputs that are supported by little or no market activity. These inputs
require significant managemeant judgment and reflect the Company's estimation of
assumplions that market participants would use in pricing the asset or liability.

Quoted market prices may be adjusted if events occur, such as significant price changes in proxies
traded in relevant markets after the close of corresponding markets, trade halts or suspensions, or

8
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Franklin Advisers, Inc.

Notes to Consolidated Financial Statements
September 30, 2023

unscheduled market closures. These proxies consist of correlated country-specific exchange-traded
securities, such as futures, American Depositary Receipts indices or exchange-traded funds. The
price adjustments are primarily determined based on third-party factors derived from model-based
valuation technigues for which the significant assumptions are observable in the market.

A majority of the Company’s investments is recorded at fair value or amounts that approximate fair
value on a recurring basis, Fair values are estimated for disclosure purposes for financial
instruments that are not measured at fair value.

Cash and Cash Equivalents

Cash and cash equivalents consist of deposits with financial institutions and nonconsolidated
money market funds sponsored by Franklin and are carried at cost. Due to the short-term nature
and liquidity of these financial instruments, their carrying values approximate fair value.

The Company maintains cash and cash equivalents with financial institutions in various countries,
limits the amount of credit exposure with any given financial institution and conducts ongoing
evaluations of the creditworthiness of the financial institutions with which it does business.
Deposits with financial institutions exceeded Federal Deposit Insurance Ceorporation insured limits
by $21.2 million at September 30, 2023, representing a concentration of credit risk.

Receivables

Receivables consist primarily of fees receivable from affiliated funds and are carried at invoiced
amounts. Due to the short-term nature and liquidity of the receivables, their carrying values
approximate fair value,

Investments
Investments consist of investments in sponsored funds and separate accounts, investments in
equity method investees and other equity and debt investments.

Sponsored Funds and Separate Accounts

Sponsored funds and separate accounts consist primarily of nonconsolidated sponsored funds and
separate accounts. Sponsored funds and separate accounts are carried at fair value with changes
in the fair value recognized as gains and losses in eamnings. The fair values of fund products are
determined based on their published NAY or estimated using NAV as a practical expedient. The
fair values of the underlying investments in the separate accounts are determined using gquoted
market prices, ar independent third-party broker or dealer price guotes if quoted market prices are
not available.

Investments in Equity Method Investees

Investments in equity method investees consist of equity investments in entities, including
sponsored funds, over which the Company is able to exercise significant influence, but not control.
Significant influence is generally considered to exist when the Company’s ownership interest in the
investee is between 20% and 50%, although other factors, such as representation on the investee's
board of directors and the impact of commercial arrangements, also are considered in determining
whether the equity method of accounting is appropriate. Investments in limited partnerships and
limited liability companies are accounted for using the equity method when the Company's
investment is more than minor or when the Company is the general partner. Under the equity
method of accounting, the investments are initially carried at cost and subsequently adjusted by the
Company's proportionate share of the entities’ net income, which is recognized in earnings.
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Other Investments

Other investments consist of equity investments in entities over which the Company is unable to
exercise significant influence and do not have a readily determinable fair value, and time deposits
with maturities greater than three months from the date of purchase. The equity investments are
measured at cost adjusted for observable price changes and impairment, if any, which are
recognized in eamnings. The fair value of the enlities is generally estimated using significant
unobservable inputs in either a market-based or income-based approach. The time deposits are
carried at cost, which approximates fair value due to their short-term nature and liquidity.

Impairment of Investments

Investments in equity method investees and equity investments that do not have a readily
determinable fair value are evaluated for impairment on a quarterly basis. The evaluation of equity
investments considers gualitative factors, including the financial condition and specific events
related to an investee, that may indicate the fair value of the investment is less than its carrying
value, Impairment of equity securities is recognized in earnings.

Nonredeemable Noncontrolling Interests

Naoneontrolling interests are third-party investor equity in consolidated subsidiaries that do not
permit the noncontrolling interest holders to request settlement.  Nonredeemable noncontrolling
interest are classified as a component of equity. Net income {loss) attributable to third-pary
investors is reflected as net income (loss) attributable to nonredeemable noncontrolling interests in
the statement of income.

Revenues

The Company earns revenue primarily from providing investment management and related services
to its customers, which are generally investment products or investors in separate accounts.
Revenues are recognized when the Company’s obligations related to the services are satisfied and
it is prabable that a significant reversal of the revenue amount would not accur in future periods.
The obligations are satisfied over time as the services are rendered. Mulliple services included in
customer contracts are accounted for separately when the obligations are determined to be distinct.

Fees from providing investment management, other than performance-based investment
management fees, are determined based on a percentage of AUM, primarily on a monthly basis
using daily average AUM, and are recognized as the services are performed over time.
Performance-based investment management fees are generally generated when investment
products' performance exceeds targets established in customer contracts, These fees are
recognized when the amount is no longer probable of significant reversal and may relate to
investment management services that were provided in prior periods.

AUM is generally based on the fair value of the underlying securities held by investment products
and is calculated using fair value methods derived primarily from unadjusted quoted market prices,
unadjusted independent third-party broker or dealer price quotes in active markets, or market prices
or price quotes adjusted for observable price movements after the close of the primary market in
accordance with the Company's global valuation and pricing policy. The fair values of securities for
which market prices are not readily available are valued internally using various methodologies
which incorporate significant unobservable inputs as appropriate for each security type and
represent an insignificant percentage of total AUM.

Revenue is recorded gross of payments made to third-party service providers in the Company’s role
as principal as it contrals the delegated services provided to customers.

10
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Service fees from affiliates are calculated based on contractual fee splits with the affiliates and
recognized as the senvices are performed over time.

Stock-Based Compensation

The fair value of Franklin's stock-based payment awards is estimated on the date of grant based on
the market price of the underlying shares of Franklin's common stock and is amortized to
compensation expense on a straight-line basis over the related vesting period, which is generally
three years. Expense relaling to awards subject to performance conditions is recognized if it is
probable that the conditions will be achieved. The probability of achievement is assessed on a
quarterly basis. Forfeitures are accounted for as they ocour.

Postretirement Benefits
Defined contribution plan costs are expensed as incurred.

Income Taxes
The Company is included in the consolidated .S, federal and several combined state income tax
returns for Frankiin.

Under an intercompany tax sharing agreement (the "Agreement”), Franklin allocates these income
taxes lo the Company using the separate return method except for tax benefits arising from its
federal and combined state net operating losses, which are utilized by Franklin under the
Agreement. As a result of this exception to the separate company method, the Company does not
record deferred tax assets related to federal or combined state income tax losses in its consolidated
balance sheet, Instead, these deferred tax assets are treated as transferred to Franklin, The
Company tracks these net operating loss deferred tax assels, if any, in a separate memorandum
account.

Consistent with the separate company method, deferred tax assets and liabilities, other than those
related to federal or combined state net operating losses, are recorded for temporary differences
between the tax basis of the Company’s assets and liabilities and the reported amounts in the
consolidated financial statements using the statutory tax rates in effect for the year when the
reported amount of the asset or liability is expected to be recovered or settled, respectively. The
effect on deferred tax assets and liabilities of a change in tax rates is recognized in income tax
expense in the period that includes the enactment date. For each tax position taken or expected to
be taken in a tax return, the Company determines whether it is more likely than not that the position
will be sustained upon examination based on the technical merits of the position, including
resolution of any related appeals or litigation. A tax position that meets the more likely than not
recognition threshold is measured at the largest amount of benefit that is greater than 50% likely of
being realized upon settlement. Interest on tax matters is recognized in interest expense and
penalties in other operating expenses.

Foreign Currency Transactions
Transactions denominated in a foreign currency are revalued at the current exchange rate at the

transaction date and any related foreign currency transaction gains and losses are recognized in
earnings.

11
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3.

Revenues

Operating revenues by the customer’s geographic area were as follows:

Service fees
Investment from
management affiliated

{in thousands) fees entities Total
Eamed from Affiliated Funds

United States 1,122,188 — 1,122,188

Americas Excluding United States 5016 — 5,016

Europe and Asia — 661
Earned from Affiliated Entities 339,109 27,993 367,102
Earned from Third Parties 21,169 — 21,169

Total . ..

1,488,143

’ 488, : 1,516,136

27,993

A substantial amount of investment management fees earned from third parties is from customers

domiciled in the United States.
Investments

Investmeants consisted of the following at September 30, 2023;

(in thousands)
Investments, at fair value
Sponsored funds and separate accounts

Other investments
Investments in equity method investees
Other investments

Total .

Fair Value Measurements

$ 28,846
10,707
16,081
$ 55,634

Assets measured at fair value on a recurring basis were as follows at September 30, 2023:

fir thousands) Level 1 Level 2 Level 3 Total
Investrments, at fair value

Sponsored funds and separate accounts $ 10204 § 18642 § — § 28,846
Total Assets Measured at Fair Value.......... $§ fuizm $ 1Eiﬁ42 % — % EBisdﬁ

12
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Financial instruments that were not measured at fair value were as follows:

Fair Value Carrying Estimated
{in thousands) Level Value Fair Value
Equily securilies b 16,081 § 16,081

6. Taxes on Income

Taxes on income for the fiscal year were as follows:

{fn thousands)
Current expense

Federal ;] 93,882
State 11,000
Deferred benefit

Federal (1,152)
State (422)
TRl L L e L T S L T D S 5 103,308

The: significant components of deferred tax assets at September 30, 2023 were as follows:

(in thousands)

Deferred compensation and benefits % 24,290
Tax benefit for uncertain tax positions 5,545
Fareign tax credit 5,705
Interest on uncertain tax positions 1,191
Other 2,740
Total deferred tax assels 39,471
Valuation allowance (5,705)
Deferred Tax Assets ................... eps SRRy : . % 33,766

At September 30, 2023 there were $5.7 million of foreign tax credit carry-forwards that expire
between 2027 and 2033, A valuation allowance has been provided to offset the deferred tax asset
for foreign tax credit carry-forwards due to the uncertainty of realizing the benefits in future years.

13
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Notes to Consolidated Financial Statements
September 30, 2023

The tax expense differs from the federal statutory rate of 21% due to state taxes and other
permaneant differences.

A reconciliation of the beginning and ending balances of gross unrecognized tax benefits for the
fiscal year is as follows:

{in thousards)

Balance at beginning of year 3 28,936
Additions for tax positions of prior years 161
Reductions for tax positions of prior years (559)
Additions for tax positions related to the current year 3,452
Expiration of statute of limitations (5,584)
Balance at End of Yaar . ... ..o rivevrisiivedisnsssnrinsssissisanasesi & 265405

If recognized, all of this amount, net of any deferred tax benefits, would favorably affect the
Company's effective income tax rate in future periods. The accrual for unrecognized tax benefils is
included in income taxes payable to parant in the consolidated balance sheet.

Accrued interest on uncertain tax positions at September 30, 2023 was approximately $5.0 million
and is not presented in the unrecognized tax benefits table above,

The Company is included in the consolidated U.S. federal and multiple combined state income tax
returns for Franklin. The Company is subject to examination by the taxing authorities in multiple
jurisdictions. Examination outcomes and the timing of any settlements are subject to significant
uncertainty. The Company's major tax jurisdictions and the tax years for which the statutes of
limitations have not expired are as follows: the State of New York 2018 to 2023, the States of
California and Massachusetts 2020 to 2023, and the States of Minnesota and New Jersey and U.S,
federal 2019 to 2023.

It is reasonably possible that the total unrecognized tax benefits as of September 30, 2023 could
decrease by an estimated $3.2 million within the next twelve months as a result of expiration of

statutes of limitations in the U.S. federal and certain state tax jurisdictions, and potential settiements
with state tax authonties.

14
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7. Commitments and Contingencies

The Company is from time to time involved in litigation relating to claims arising in the normal
course of business. Management is of the opinion that the ultimate resolution of any such claims
will not rmaterially affect the Company’s business, financial position, results of operations or liquidity.

Defined Contribution Plan

Franklin sponsors a defined contribution 401{k) plan that covers substantially all U.S. employees of
Franklin and its subsidiaries who meet certain employment requirements. Participants may
contribute to the plan up to 50% of pretax annual compensation and up to 100% of the cash portion
of the participant's year-end bonus, as defined by the plan and subject to Internal Revenue Code
limitations, each year to the plan. The Company makes a matching contribution rate equal to 85%
of eligible compensation contributed by participants. The Company's expense related to the plan
for the fiscal was $5.3 million,

Stock-Based Compensation

The Company participates in Franklins Amended and Restated Annual Incentive Compensation
Plan (the "AIP"), the 2002 Universal Stock Incentive Plan, as amended and restated (the “USIP™)
and the amended and restated Franklin Resources, Inc. 1998 Employee Stock Investment Plan
(the “ESIP™) and the Amended and Restated Franklin Resources, Inc. 2017 Equity Incentive Plan
(the "EIP", and collectively the "Plans"). The Compensation Committee of Franklin's Board of
Directors determines the terms and conditions of awards under the Plans.

The Company recognized stock-based compensation expense of $31.7million for stock and stock
unit awards and $0.8 million for the ESIP during the fiscal year.

Under the terms of the AIP, eligible employees may receive cash, equity awards, and/or mutual fund
unit awards generally based on the performance of the Company and/or its funds, and the
individual employee. The USIP provides for the issuance of shares of Franklin's commaon stock for
various stock-related awards to officers, directors, and employees. There are 140.0 million shares
and 23.0 million shares authorized under the USIP and the EIP. At September 30, 2023, 12.2
million shares and 14,7 million shares were available for grant under the USIP and the EIP

Stock awards entile holders to the right to sell the underlying shares of Franklin's common stock
once the awards vest. Stock unit awards entitle holders to receive the underlying shares of

common stock once the awards vest. Awards vest based on the passage of time or the
achievement of predetermined Franklin financial performance goals.
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Notes to Consolidated Financial Statements
September 30, 2023

Stock and stock unit award activity consisted of time-based awards and was as follows during the

fiscal year:

Weighted-
Average Grant
Date Fair Value

Shares Per Share
Mon-vested balance at September 30,2022 .. ... . . 1518988 & 26.08
Granted 1,274,819 22 56
Vested (1,385,551) 24.61
Forfeited/canceled (24,100) 230
Transferred in, nat 2 786 27.50
Mon-vested Balance at September 30, 2023 ; s 1,386,942 % 24.37

Total unrecognized compensation cost related to nonvested stock and stock unit awards, was $23.7
million at Septerber 30, 2023. This cost is expected to be recognized over a remaining weighted-
average vesting period of 1.5 years. The total fair value of stock awards and stock unit awards
vested during the fiscal year was $37.3 million.
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Franklin Advisers, Inc.

Notes to Consolidated Financial Statements
September 30, 2023

10. Related Party Transactions

The amounts related to transactions with affiliates included in the Company's consolidated
statement of income and balance sheet were as follows:

Affiliated Affiliated
{in thousands) Funds Entities
Investment management fees g 1,127,865 § 339,100
Service fees from affiiates == 27,993
Investment Income — 12,469
Total Revenues from Affiliates ... ...................... § 1,127,865 § 379,571
Fund-related expenseas — 231,766
Advertising and promaotion — 233,715
Compensation and benefits — 5,744
Sales, distribution and marketing 5 — % B85 468
Infarmation systems and technalogy — 27,105
General, administrative and other — 106,032
Total Expenses Incurred from Affiliates ... ............. . & — 5 689,830
Receivables 3 96,652 % —_—
Income taxes payable to parent S 121,125
Due to affiliated entilies, net is comprised of the following:
Due fram affiiated entities o 36,372
Due to affiiated entities — 107,174
70,802

FAl may lend to Franklin amounts up to a maximum of $500 million under an unsecured revolving
credit agreement. Amounts loaned under this agreement earn interest at an applicable market rate
at the time of borrowing, plus 0.113% per annum. The agreement expires on June 30, 2024 unless
terminated by mutual written consent of FA| and Franklin. There are no amounts receivable under
this agreement as of September 30, 2023.

11. Subsequent Events

On Movember 17, 2023, the Company declared a dividend of $37.0 million,

17
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2022 30
296,855 44,747,923
101,679 15,327,092
39,630 5,738,424 62.786 9. 464,362
14,085 2,123,173
32,213 4,855,788
12,032 1,813,704
519,650 78,332,041
132,909 20,034,703
98,923 14,911,653
14,171 2,136,137
28,712 4,328,047
274,715 41,410,539
1,000
78,009 11,759,077
166,779 25,140,266
(82) (12,361)
244,706 36,886,982
229 34,519
244,935 36,921,502
519,650 78,332,041
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2022 30
1,673,072 252,198,873
19,558 2,948,173
1,692,630 255,147,046
263,527 39,724,060
224,461 33,835,251
219,510 33,088,937
217,135 32,730,930
40,828 6,154,413
117,686 17,739,988
1,083,147 163,273,579
609,483 91,873,467
(6,382) (962,023)
603,101 90,911,445
140,042 21,109,931
463,059 69,801,514
463,059 69,801,514
(79) (11,908)
462,980 69,789,605
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2022 30
1,000 78,036 238,720 ®) 316,753 221 316,974
463,059 463,059 463,059
@n 79) (106) (106)
(535,000) (535,000) (535,000)
8 8
1,000 78,009 166,779 (82) 244,706 229 244,935
2022 30
1,000 11,763,147 35,984,653 (452) 47,747,347 33,314 47,780,661
69,801,514 69,801,514 69,801,514
(4,070) (11,908) (15,978) (15,978)
(80, 645,900) (80,645,900) (80, 645,900)
1,206 1,206
1,000 11,759,077 25,140,266 (12,361) 36,886,982 34,519 36,921,502
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2022 30
463,059 69,801,514
(421) (63,462)
(898) (135,365)
1,020 153,755
26,319 3,967,326
128,206 19,325,772
2,187 329,668
(100, 225) (15,107,917)
(8,700) (1,311,438)
(1,812) (273,141)
(5,951) (897,054)
502,784 75,789,660
(5,944) (895,999)
14 2,110
2,561 386,045
(3,369) (507,843)
(535,000) (80, 645,900)
Q@n (4,070)
8 1,206
(535,019) (80,648,764)
(35,604) (5.366,947)
332,459 50,114,870
296,855 44,747,923
145,710 21,964,325
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2022 30
FAIl
FAI
FAIL Franklin
Advisory Services, LLC FAS Random Forest Capital, LLC Franklin SystematiQ

Advisers, LLC Franklin Digital Lending GP, LLC Franklin Venture Partners, LLC Franklin
Venture Partners (Talos Cayman) GP, LLC Franklin Advisers GP, LLC Franklin Holdings, LLC
Franklin Templeton Blockchain GP, LLC

2022 11 14

FAI FAI
VIE

VIE
VIE

VIE VIE
VIE VIE

49/82



VIE

AUM

VIE

NAV

50/82

EDINETOOOO
OO0000O000o00DoO0O0oOo(E40158)
OOoooooooooooooood

VIE

AUM

VIE
5.2 2.3



EDINETOOOO
OO0000O000o00DoO0O0oOo(E40158)
OOoooooooooooooood

2022 30
13.4
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AUM
AUM

AUM

AUM
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1,240,821 1,240,821
1,447 1,447
381,935 19,558 401,493
48,869 48,869
1,673,072 19,558 1,692,630
30
31,721
7,909
39,630
7,075
16,081
62,786
30
19,526 12,195 31,721
6 7,903 7,909
19,532 20,098 39,630
3 16,081 16,081
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122,606
18,308

(1,170)
298

140,042

20,518
6,077
4,512
1,432
4,186

36,725
(4,512)

32,213

5.3
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126,767 90.5
12,577 9.0
2,212 1.6
(1,514) (1.1)
140,042 100.0
23.2
2021 30 26,075
379
O]
5,393
(2,907)
2022 30 28,936
2022 30 6.1
2019 2022
2018 2022

2022 30
12 6.5
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50
2002 USIP
1998 ESIP
2017
AIP USIP ESIP
32.8
0.7 2022 30
12.6
AlIP
USIP
USIP EIP 140.0

2022 30 USIP EIP 19.0
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2021 30 2,199,194 23.37
741,977 35.52

(1,424,529) 21.54

(10,898) 26.75

13,244 30.01

2022 30 1,518,988 26.06

2022 30
27.1 1.5
41.7

10

1,242,268 381,935
19,558

1,242,268 401,493

256,777
223,550
5,360
97,967
20,971
100,923

705,548

95,732
14,085
132,909
28,712

FAI 500
0.375
FAI 2026 11 15
2022 30
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2,114
1,082
(9,829)

251
(6,382)

2022 30
8.6
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Franklin Advisers, Inc.
Consolidated Balance Sheet
As of September 30, 2022

{in thouzands, excepl share data)

Assets
Cash and cash equivalents g 296,855
Receivables 101,679
Investments (including $39,630 at fair value) 62,786
Due from parent and affiliated entities 14,085
Deferred taxes 32,213
Other 12,032
Total Assets ... ... ... R e I ey R P A Lo $ 519,650
Liabilities
Due to parent and affiliated entities 3 132,909
Compensation and benefits 98,923
Accounts payable and accrued expenses 14,171
Income taxes payable to parent 28,712
Total liahilities 274,715

Commitments and Contingencies (Note T)

Stockholder's Equity

Commaon stock, na par value, 1,000 shares authorized, issued and outstanding —
Additional paid in capital 78,009
Retained eamings 166,779
Accumulated other comprehensive loss (82)
Total Franklin Advisers, Inc. stockholder's equity 244 706
Monredeemable noncontrolling interests 229
Total stockholder's equity 244 935
Total Liabilities and Stockholder's Equity . . . ; ] 519,650

See Notes to Consolidated Financial Statements.
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Franklin Advisers, Inc.

Consolidated Statement of Income and Comprehensive Income
Fiscal Year Ended September 30, 2022

{in thousands)
Operating Revenues

Investment management fees z 1,673,072
Service fees from affiliated entities 19,558
Total operating revenues 1,682,630
Operating Expenses
Fund-related expenses 263,527
Advertising and promotion 224 461
Compensation and benefits 219,510
Sales, distribution and marketing 217,135
Information systems and technology 40,828
General, administrative and other 117,686
Total operating expenses 1,083,147
Operating Income ? ; : . i ; z 609,483
Investment and other loss, net (6,382)
Income before taxes 603,101
Taxes on income 140,042
Met income 463,069
Less: Met income attributable to noncontrolling interests —
Net Income Attributable to Franklin Advisers, Inc. : 2 .. § 463,059
Other Comprehensive Loss (79)
Comprehensive Income Attributable to Franklin Advisers, Inc. . .. bR, | 462,980

See Notes to Consolidated Financial Statements.
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Consolidated Statement of Cash Flows
Fiscal Year Ended September 30, 2022
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{in thousands)
Net income

Adjustments to reconcile net income to net cash provided by operating

activities:

MNet gain on investments
Deferred income taxes
Other

Changes in operating assets and liabilities:
Decrease in receivables and other

Decrease in due from parent and affiliated entities
Decrease in investments, net

Decrease in due to parent and affiliated entities
Decrease in accrued compensation and benefits
Decrease in accounts payable and accrued expenses
Decrease in income taxes payable to parent

Net cash provided by operating activities ... ...

Furchase of investments
Liguidation of investments
Disposals of property and equipment, net

Net cash used in investing activities . .

Dividends to parent
Return of capital to parent
MNoncontrolling interests

Net cash used in financing activities

Decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and Cash Equivalents, End of Year

Cash paid for income taxes

See Notes to Consolidate

(&

d Financial Statements.
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] 463,089

(421)
(898)
1,020

26,319
128,206
2,187
{100,225)
(8,700)
(1,812)
(5,951)

502,784

(5,944)
14
2,561

(3,369)

(535,000
(27)

8
(535,019)

(35,604)
332,459

$ 296,855

£ 145,710



EDINETOOOO
OO0000O000o00DoO0O0oOo(E40158)
OOoooooooooooooood

Franklin Advisers, Inc.
Notes to Consolidated Financial Statements
September 30, 2022

Business

Nature of Operations

Franklin Advisers, Inc. ("FAI" and collectively with its subsidiaries, the “Company”) is a wholly
owned subsidiary of Franklin Resources, Inc. (*Franklin® or the "parent"). FAl is a registered
investment adviser with the United States Securities and Exchange Commission. The Company
provides investment management and related services to investment products that include funds
sponsored by Franklin (“affiliated funds"), as well as institutional separate accounts.

FAl's wholly owned subsidiaries are Franklin Advisory Services, LLC (*FAS"), Random Forest
Capital, LLC, Franklin SystermatiQ Advisers., LLC, Franklin Digital Lending GF, LLC, Franklin
Venture Partners, LLC, Franklin Venture Partners (Talos Cayman) GP, LLC, Franklin Advisers GP,
LLC, Franklin Holdings, LLC and Franklin Templeton Blockchain GP, LLC, which are investrment
advisers or general partners of affiliated funds.

2.  Significant Accounting Policies

Basis of Presentation

The consolidated financial statements are prepared in accordance with accounting principles
generally accepted in the United States of America, which require the use of estimates, judgments,
and assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the pericd presented.
Management believes that the accounting estimates are appropriate and the resulting balances are
reasonable; however, due to the inherent uncertainties in making estimates, actual amounts may
differ from these estimates. The Company has evaluated subsequent events through November 14,
2022, which is the date that the consolidated financial statements became available to be issued.

Consolidation

The consolidated financial statements include the accounts of FAl and its subsidiaries in which it
has a controlling financial interest. The Company has a controlling financial interest when it owns a
majority of the voting interest in a voting interest entity or is the primary beneficiary of a variable
interest entity ("VIE"). Intercompany accounts and transactions have been eliminated.

AVIE is an enlity in which the equity investment holders have not contributed sufficient capital to
finance its activities or do not have defined rights and obligations normally associated with an equity
investment. The Company's VIEs are all investment products, and its variable interests consist of its
investment management fees earmned from these products.

The Company is the primary beneficiary of a VIE if it has the power to direct the activities that most
significantly impact the VIE's economic performance and the obligation to absorb losses of or right
to receive benefits from the VIE that could potentially be significant to the VIE. Investment
management fees earned from VIEs are excluded from the primary beneficiary determination if they
are deemed to be at market and commensurate with service, The key estimates and assumptions
used in the analyses include the amount of assels under management ("AUM") and the life of the
investment product,

VIEs for which the Company is not the primary beneficiary consist of investment products in which
the Company has an equity ownership interest. The Company's maximum exposure to loss from
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these VIEs consists of equity ownership interests of $5.2 million and investment management fees
of $2.3 million.

While the Company has no contractual obligation to do so, it routinely makes cash investments
when Franklin launches investment products, The Company also may voluntarily elect to provide
investment products with additional direct or indirect financial support based on its business
objectives. The Company did not provide financial or other support to any of its investment products
during the fiscal year.

Related Parties

Related parties include affiliated funds and other Franklin subsidiaries ("affiliated entities”). Amounts
due to and from affiliated entities, and substantially all of the Company's operating revenues,
operating expenses and receivables are from related parties.

The Company eamns investment management fees from affiliated funds and affiliated entities. The
Company also earns service fee revenues from its affiliated entities for corporate services, which
are determined based on the costs incurred by the Company in performing these services. These
revenues are recognized when earned.

The Company incurs expenses from its affiliated entities for fund administration, sub-advisory,
sales, marketing and distribution, technology and other operating services. Sub-advisory and fund
administration expenses are determined based on a percentage of AUM. Sales, distribution and
markeling expenses are determined based on the expenses incurred by the affiliated entities in
providing the services to the Company. All other expenses are allocated in accordance with relevant
agreements based on estimates and assumptions that are periodically evaluated and adjusted by
management.

Fair Value Measurements

The Company uses a three-level fair value hierarchy that prigritizes the inputs to valuation
technigues used to measure fair value based on whether the inputs to those valuation techniques
are observable or unobservable. The three levels of fair value hierarchy are set forth below. The
assessment of the hierarchy level of the assets or liabilities measured at fair value is determined
based on the lowest level input that is significant to the fair value measurement in its entiraty.

Level 1 Unadjusted quoted prices in active markets for identical assets or liabilities, which may
include published net asset values ("NAV™) for fund products.

Level 2 Observable inputs other than Level 1 quoted prices, such as non-binding quoted prices
for similar assets or liabilities in active markets; quoted prices for identical or similar
assets or liabilities in markets that are not active; or inputs other than quoted prices that
are observable or corroborated by observable market data.

Level 3 Unobservable inputs that are supported by little or no market activity. These inputs
require significant management judgment and reflect the Company's estimation of
assumplions that market participants would use in pricing the asset or liability,

Quoted market prices may be adjusted if events occur, such as significant price changes in proxies
traded in relevant markets after the close of corresponding markets, trade halts or suspensions, or
unscheduled market closures. These proxies consist of correlated country-specific exchange-traded
securities, such as futures, American Depositary Receipts indices or exchange-traded funds. The

66/82



EDINETCI I
OOoOooooooooooooooOn(e41ss)
OoOdOoooooooodoodOn
Franklin Advisers, Inc.

Notes to Consolidated Financial Statements
September 30, 2022

price adjustments are primarily determined based on third-party factors derived from model-based
valuation technigues for which the significant assumplions are observable in the market.

A majority of the Company's investments is recorded at fair value or amounts that approximate fair
value on a recurring basis. Fair values are estimated for disclosure purposes for financial
instruments that are not measured at fair value.

Cash and Cash Equivalents

Cash and cash equivalents consist of deposits with financial institutions and nonconsolidated
money market funds sponsored by Franklin and are carried at cost. Due to the short-term nature
and liquidity of these financial instruments, their carrying values approximate fair value.

The Company maintains cash and cash equivalents with financial institutions in various countries,
limits the amount of credit exposure with any given financial institution and conducts ongoing
evaluations of the creditworthiness of the financial institutions with which it does business,
Deposits with financial institutions exceeded Faderal Deposit Insurance Corporation insured limits
by £13.4 million at September 30, 2022, representing a concentration of credit risk.

Receivables

Receivables consist primarily of fees receivable from affiliated funds and are carried at invoiced
amounts. Due to the short-term nature and liquidity of the receivables, their carrying values
approximate fair value.

Investments
Investments consist of investments in sponsored funds and separate accounts, investments in
equity method investees and other equity and debt investments,

Sponsored Funds and Separate Accounts

Sponsored funds and separate accounts consist primarily of noncensolidated sponsored funds and
separate accounts. Sponsored funds and separate accounts are carried at fair value with changes
in the fair value recognized as gains and losses in earnings. The fair values of fund products are
determined based on their published NAY or estimated using NAV as a practical expedient. The
fair values of the underlying investments in the separate accounts are determined using quoted
market prices, or independent third-party broker or dealer price quotes if quoted market prices are
not available.

Investments in Equity Method Investees

Investments in equity method investees consist of eguity investments in entities, including
sponsored funds, over which the Company is able to exercise significant influence, but not control.
Significant influence is generally considered to exist when the Company’s ownership interest in the
investee is between 20% and 50%, although other factors, such as representation on the investee's
board of directors and the impact of commercial arrangements, also are considered in determining
whether the equity method of accounting is appropriate. Investments in limited partnerships and
limited liability companies are accounted for using the eguity method when the Company's
investment is more than minor or when the Company is the general partner. Under the equity
method of accounting, the investments are initially carmed at cost and subsequently adjusted by the
Company's proportionate share of the entities’ net income, which is recognized in earnings.
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Other Investments

Other investments consist of equity investments in entities over which the Company is unable to
exercise significant influence and do not have a readily determinable fair value, and time deposits
with maturities greater than three months from the date of purchase. The equity investments are
measured at cost adjusted for observable price changes and impairment, if any, which are
recognized in eamnings. The fair value of the enlities is generally estimated using significant
unobservable inputs in either a market-based or income-based approach. The time deposits are
carried at cost, which approximates fair value due to their short-term nature and liquidity.

Impairment of Investments

Investments in equity method investees and equity investments that do not have a readily
determinable fair value are evaluated for impairment on a quarterly basis. The evaluation of equity
investments considers gualitative factors, including the financial condition and specific events
related to an investee, that may indicate the fair value of the investment is less than its carrying
value, Impairment of equity securities is recognized in earnings.

Nonredeemable Noncontrolling Interests

Naoneontrolling interests are third-party investor equity in consolidated subsidiaries that do not
permit the noncontrolling interest holders to request settlement.  Nonredeemable noncontrolling
interest are classified as a component of equity. Net income {loss) attributable to third-pary
investors is reflected as net income (loss) attributable to nonredeemable.

Revenues

The Company earns revenue primarily from providing investment management and related services
to its customers, which are generally investment products or investors in separate accounts.
Revenues are recognized when the Company's obligations related to the services are satisfied and
it is probable that a significant reversal of the revenue amount would not occur in future periods.
The obligations are satisfied over time as the services are rendered. Multiple services included in
customer contracts are accounted for separately when the obligations are determined ta be distinct.

Fees from providing investment management, other than performance-based investment
management fees, are determined based on a percentage of AUM, primarily on a monthly basis
using daily average AUM, and are recognized as the services are performed over time.
Performance-based investment management fees are generated when investment products'
performance exceeds targets established in customer contracts. These fees are recognized when
the amount is no langer probable of significant reversal and may relate to investment management
services that were provided in prior periods. AUM is generally based on the fair value of the
underlying securities heid by investment products and is calculated using fair value methods
derived primarily from unadjusted quoted market prices, unadjusted independent third-party broker
or dealer price quotes in active markets, or market prices or price quotes adjusted for observable
price movements after the close of the primary market in accordance with the Company’s global
valuation and pricing policy. The fair values of securities for which market prices are not readily
available are valued internally wusing wvarious methodologies which incorporate significant
unobservable inputs as appropriate for each security type and represent an insignificant percentage
of total AUM.

Revenue is recorded gross of payments made to third-party service providers in the Company's role
as principal as it controls the delegated services provided to customers.

10
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Service fees from affiliates are calculated based on contractual fee splits with the affiliates and
recognized as the senvices are performed over time.

Stock-Based Compensation

The fair value of Franklin's stock-based payment awards is estimated on the date of grant based on
the market price of the underlying shares of Franklin's common stock and is amortized to
compensation expense on a straight-line basis over the related vesting period, which is generally
three years. Expense relaling to awards subject to performance conditions is recognized if it is
probable that the conditions will be achieved. The probability of achievement is assessed on a
quarterly basis. Forfeitures are accounted for as they ocour.

Postretirement Benefits
Defined contribution plan costs are expensed as incurred.

Income Taxes
The Company is included in the consolidated .S, federal and several combined state income tax
returns for Frankiin.

Under an intercompany tax sharing agreement (the "Agreement”), Franklin allocates these income
taxes lo the Company using the separate return method except for tax benefits arising from its
federal and combined state net operating losses, which are utilized by Franklin under the
Agreement. As a result of this exception to the separate company method, the Company does not
record deferred tax assets related to federal or combined state income tax losses in its consolidated
balance sheet, Instead, these deferred tax assets are treated as transferred to Franklin, The
Company tracks these net operating loss deferred tax assels, if any, in a separate memorandum
account.

Consistent with the separate company method, deferred tax assets and liabilities, other than those
related to federal or combined state net operating losses, are recorded for temporary differences
between the tax basis of the Company’s assets and liabilities and the reported amounts in the
consolidated financial statements using the statutory tax rates in effect for the year when the
reported amount of the asset or liability is expected to be recovered or settled, respectively. The
effect on deferred tax assets and liabilities of a change in tax rates is recognized in income tax
expense in the period that includes the enactment date. For each tax position taken or expected to
be taken in a tax return, the Company determines whether it is more likely than not that the position
will be sustained upon examination based on the technical merits of the position, including
resolution of any related appeals or litigation. A tax position that meets the more likely than not
recognition threshold is measured at the largest amount of benefit that is greater than 50% likely of
being realized upon settlement. Interest on tax matters is recognized in interest expense and
penalties in other operating expenses.

Foreign Currency Transactions
Transactions denominated in a foreign currency are revalued at the current exchange rate at the

transaction date and any related foreign currency transaction gains and losses are recognized in
earnings.

11
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3.

Revenues

Operating revenues by the customer’s geographic area were as follows:

Service fees
Investment from
management affiliated

{in thousands) fees entities Total
Eamed from Affiliated Funds

United States 1,240,821 — 1,240,821

Americas Excluding United States 1,447 —_ 1,447
Earned from Affiliated Entities 381,935 19,558 401,493
Earned from Third Parties 48,869 — 48 869
B« | 1,673,072 19,558 1,692,630

A substantial amount of investment management fees earned from third parties is from customers

domiciled in the United States.

Investments

Investments consisted of the following at September 30, 2022

{in thousands)

Sponsored funds and separate accounts
Other equity and debt investments

Total investments, at fair value
Investments in equity methad investees
Other investmenits

Total ...........

Fair Value Measurements

5 31,721
7,909

39,630

7.075

16,081

5 62,786

Assets measured at fair value on a recurring basis were as follows at September 30, 2022;

{ire thousands) Level 1 Level 2 Level 3 Total
Investments, at fair value
Sponsored funds and separate accounts = $ 19526 $ 12185 § — §F 3.2
Other equity and debt investments 6 7,903 — 7,909
Total Assets Measured at Fair Value............. 5 19‘!532 5 2{|!uaa $ —_ & 39553[!
Financial instruments that were not measured at fair value were as follows:
{in thousands) Fair Value Carrying Estimated
Level Value Fair Value
Equity securities 3 16,081 % 16,081

12
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B. Taxes on Income

Taxes on income for the fiscal year were as follows:

{in thousands)

Current expense

Federal 5 122,606

State 18,308

Deferred benefit

Federal {1,170)

State 298

Tobal e B 140,042

The significant components of deferred tax assets at September 30, 2022 were as follows:

{in thousands)

Deferred compensation and benefits g 20,518

Tax benefit for uncertain tax positions 6,077

Foreign tax credit 48512

Interest on uncertain tax positions 1,432

Other 4,186
Total deferred tax assets 36,725

Valuation allowance (4,512)

Deferred Tax Assets . ... ... .. .. B B .. 8 32,213

At September 30, 2022 there were $5.3 million of foreign tax credit carry-forwards that expire
between 2023 and 2032, A valuation allowance has been provided to offset the deferred tax asset
for foreign tax credit carry-forwards due to the uncertainty of realizing the benefits in future years.

The following reconciles the amount of tax expense at the federal statutory rate of 21% and taxes
on income as reflected in the consolidated statement of income for the fiscal year:

Percent of Tax

{in trousards) Tax Provision Provision
Federal taxes at statutory rate $ 126,767 90.5 %
State taxes, net of federal tax effect 12 577 9.0 %
Urncertain tax position 2212 1.6 %
Oither (1,514) {1.1)%
Tax Provision . . . . . . . . . . . 3 140,042 100.0 %
Effective tax rate 23.2%

13
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A reconciliation of the beginning and ending balances of gross unrecognized tax benefits for the
fiscal year is as follows:

{in thousands)

Balance at September 30, 2021 3 26,075
Additions for tax positions of prior years 379
Reductions for tax positions of prior years (4)
Additions for tax positions related to the current year 5,393
Expiration of statute of limitations (2,907)
Balance at September 30, 2022 . . . - . R .. % 28,936

If recognized, all of this amount, net of any deferred tax benefits, would favorably affect the
Company's effective income tax rate in fulure periods. The accrual for unrecognized tax benefits is
included in income taxes payable to parent in the consolidated balance sheet.

Accrued interest on uncertain tax positions at September 30, 2022 was approximately $6.1 million
and is not presented in the unrecognized tax benefits table above.

The Company is included in the consolidated U.S. federal and multiple combined state income tax
returns for Franklin, The Company is subject to examination by the taxing authorities in multiple
jurisdictions. Examination outcomes and the timing of any setilements are subject to significant
uncertainty. The Company's major tax jurisdictions and the tax years for which the statutes of
limitations have not expired are as follows: the US. federal and State of Massachuselts
(2019-2022} and State of California, Minnesota, New Jersey and Mew York (2018 to 2022).

It is reasonably possible that the total unrecognized tax benefits as of September 30, 2022 could
decrease by an estimated $6.5 million within the next twelve months as a result of expiration of
statutes of limitations in the U.S. federal and certain state tax jurisdictions, and potential settlements
with state tax authorities.

7. Commitments and Contingencies

The Company is from time to time involved in litigation relating to claims arising in the normal
course of business. Management is of the opinion that the ultimate resolution of any such claims
will not materially affect the Company's business, financial position, results of operations or liquidity,

8. Defined Contribution Plan

Franklin sponsors a defined contribution 401{k) plan that covers substantially all U.S. employees of
Franklin and its subsidiaries who meet certain employment requirements. Participants may
contribute to the plan up to 50% of pretax annual compensation and up to 100% of the cash portion
of the participant's year-end bonus, as defined by the plan and subject to Internal Revenue Code
limitations, each year to the plan. The Company makes a matching contribution rate equal to 85%
of eligible compensation contributed by participants. The Company's portion of expense related to
the plan for the fiscal was $5.2 million.

14
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Stock-Based Compensation

The Company participates in Franklin's Amended and Restated Annual Incentive Compensation
Plan (the “AlIP"), the 2002 Universal Stock Incentive Plan, as amended and restated (the “USIP™)
and the amended and restated Franklin Resources, Inc. 1998 Employee Stock Investment Plan
(the “ESIP™) and the Amended and Reslated Franklin Resources, Inc. 2017 Equity Incentive Plan
(the "EIP"), The Compensation Committee of Franklin's Board of Directors determines the terms
and conditions of awards under the AIP, the USIP, the ESIP and the EIP.

The Company recognized stock-based compensation expense of $32.8 million for stock and stock
unit awards and $0.7 million for the ESIP during the fiscal year. The Company's liability to Franklin
for stock-based compensation as of September 30, 2022 was $12.6 million and is included in
amounts due to affiliated entities in the consolidated balance sheet.

Stock and Stock Unit Awards

Under the terms of the AIP, eligible employees may receive cash, equity awards, and/or mutual fund
unit awards generally based on the performance of the Company andfor its funds, and the
individual employee. The USIP provides for the issuance of shares of Franklin's common stock for
various stock-related awards to officers, directors, and employees. There are 140.0 million shares
and 23.0 million shares authorized under the USIP and the EIP. At September 30, 2022, 19.0
million shares and 14.5 million shares were available for grant under the USIP and the EIP

Stock awards entitle holders to the right to sell the underlying shares of Franklin's common stock
once the awards vest. Stock unit awards entitle holders to receive the underlying shares of
common stock once the awards vest.  Awards vest based on the passage of time or the
achievement of predetermined Franklin financial performance goals.

Stock and stock unit award activity was as follows during the fiscal year:

Weighted-
Average Grant
Time-Based Date Fair Value

Shares Per Share
Non-vested balance at September 30,2021 ... ... ... 2189,194 % 23.37
Granted 741,977 3552
Vested (1,424 529) 21.54
Forfeited/canceled {10,898) 268.75
Transferred in 13,244 30.01
Medified — —
Mon-vested Balance at September 30, 2022 . . . 1,518,988 % 26.06

Total unrecognized compensation cost related to nonvested stock and stock unit awards, was $27.1
million at September 30, 2022. This cost is expected to be recognized over a remaining weighted-
average vesting period of 1.5 years. The total fair value of stock awards and stock unit awards
vested during the fiscal year was $41.7 million.
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10.

11.

Related Party Transactions

The amounts related to transactions with affiliates included in the Company's consolidated
statement of income and balance sheet were as follows:

Affiliated Affiliated
{in thousands) Funds Entities
Investment management fees 3 1242268 § 381,935
Service fees from affilates — 19,558
Total Revenues from Affiliates R A e | 1,242,268 3% 401,493
Fund administration fees — 256,777
Advertising and promaotion — 223,550
Compensation and benefils — 5,360
Sales, distribution and marketing ] — 3 97 967
Information systems and technology — 20,971
General, administrative and other — 100,923
Total Expenses Incurred from Affiliates . . -1 — 5 705,548
Receivables % 95732 § —
Due from affiliated entities o 14,085
Due to affiliated entities — 132,909
Income taxes payable to parent — 28,712

FAl may lend to Franklin amounts up to a maximum of 500 million under an unsecured revolving
credit agreement. Amounts loaned under this agreement earn interest at an applicable market rate
at the time of borrowing, plus 0.375% per annum. The agreement expires on November 15, 2026
unless terminated by mutual written consent of FAl and Frankiin. There are no amounts receivable
under this agreement as of September 30, 2022.

Investment and Other Income, net

Other income (expenses) consisted of the following for the fiscal year:

{in thousands)

Investment and Other Income, Net

Dividend income § 2114

Interest income 1,082

Losses on investments, net {9.829)
Other, net 251

T 1 | T e e A R R R ) e e e e (6,382)

Substantially all of the Company's dividend income was generated by investments in
nonconsolidated funds. Net losses recognized on the Company's equily securities measured at
fair value that were held at September 30, 2022 were $8.6 million,
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Report of Independent Auditors

To the Management of Franklin Advisers, Inc.:

Opinion

We have audited the accompanying consolidated financial statements of Franklin Advisers, Inc and its subsidiaries (the
"Company"), which comprise the consolidated balance sheet as of September 30, 2023, and the related consolidated
statements of income and comprehensive income, of stockholder's equity and of cash flows for the year then ended,
including the related notes (collectively referred to as the "consolidated financial statements’).

In our opinion, the accompanying consolidated financial statements present fairly, in al material respects, the financial
position of the Company as of September 30, 2023, and the results of its operations and its cash flows for the year then

ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America (US
GAAS). Our responsibilities under those standards are further described in the Auditors Responsihilities for the Audit of
the Consolidated Financial Statements section of our report. We are required to be independent of the Company and to
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. We

believe that the audit evidence we have obtained is sufficient and appropriate to provide abasis for our audit opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Company's ability to continue as a going

concern for one year after the date the consolidated financial statements are available to be issued.
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Auditors' Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonabl e assurance about whether the consolidated financial statements as awhole are free
from material misstatement, whether due to fraud or error, and to issue an auditors report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an
audit conducted in accordance with US GAAS will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence the

judgment made by a reasonable user based on the consolidated financial statements.

In performing an audit in accordance with US GAAS, we:
Exercise professional judgment and maintain professional skepticism throughout the audit.
Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error, and design and perform audit procedures responsive to those risks. Such procedures include examining, on
atest basis, evidence regarding the amounts and disclosures in the consolidated financial statements.
Obtain an understanding of internal control relevant to the audit in 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, no such opinion is expressed.
Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluate the overall presentation of the consolidated financial statements.
Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise

substantial doubt about the Company's ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit, significant audit findings, and certain internal control-related matters that we identified during
the audit.

PricewaterhouseCoopers LLP
San Francisco, Cdlifornia
November 21, 2023
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Report of Independent Auditors

To the Management of Franklin Advisers, Inc

Opinion

We have audited the accompanying consolidated financial statements of Franklin Advisers, Inc and its subsidiaries (the
"Company"), which comprise the consolidated balance sheet as of September 30, 2022, and the related consolidated
statements of income and comprehensive income, of stockholder's equity and of cash flows for the year then ended,
including the related notes (collectively referred to as the "consolidated financial statements’).

In our opinion, the accompanying consolidated financial statements present fairly, in al material respects, the financial
position of the Company as of September 30, 2022, and the results of its operations and its cash flows for the year then

ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America (US
GAAS). Our responsibilities under those standards are further described in the Auditors Responsihilities for the Audit of
the Consolidated Financial Statements section of our report. We are required to be independent of the Company and to
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. We

believe that the audit evidence we have obtained is sufficient and appropriate to provide abasis for our audit opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Company's ability to continue as a going concern for

one year after the date the financial statements are available to be issued.
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Auditors' Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an
audit conducted in accordance with US GAAS will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence the

judgment made by areasonable user based on the financial statements.

In performing an audit in accordance with US GAAS, we:
Exercise professional judgment and maintain professional skepticism throughout the audit.
Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error, and design and perform audit procedures responsive to those risks. Such procedures include examining, on
atest basis, evidence regarding the amounts and disclosures in the financial statements.
Obtain an understanding of internal control relevant to the audit in 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, no such opinion is expressed.
Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluate the overall presentation of the consolidated financial statements.
Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise

substantial doubt about the Company's ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit, significant audit findings, and certain internal control-related matters that we identified during
the audit.

PricewaterhouseCoopers LLP
San Francisco, Cdlifornia
November 14, 2022
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