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2025 11
197,886,151 100.11
225,259 0.11
197,660,892
100.00
30,960
2025 11 28
UFJ 156.63
2025 11

- 34,533,322 4.76 164,288,683 5.73 197,886,151 100.11

2025 11

Uniform Mortgage-Backed

Securities, 5.5%, TBA, 12/25/55

GNMA 11, Single-family,

30 Year, 5.5%, 12/15/55

GNMA 11, Single-family,

30 Year, 5%, 12/15/55

Uniform Mortgage-Backed

Securities, 6%, TBA, 12/25/55

Uniform Mortgage-Backed

Securities, 2.5%, TBA, 12/25/55

FHLMC STACR Debt Notes,

2016-DNA1, B, FRN, 14.186%, (30-day SOFR Average + 10.114%), 7/25/28

Uniform Mortgage-Backed

Securities, 5%, TBA, 12/25/55

FNMA Connecticut Avenue

Securities Trust, 2016-C02, 1B, FRN, 16.436%, (SOFR30A + 12.364%), 9/25/28

FNMA Connecticut Avenue
10/25/28

Securities Trust, 2016-C03, 1B, FRN, 15.936%, (30-day SOFR Average + 11.864%),

10

GNMA 11, Single-family,

30 Year, 4.5%, 12/15/55

2025 11

25.43
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2025 11

2025 11
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2025 11
5.39 844
2024 12 201,697 31,592
5.50 861
5.41 847
2025 200,759 31,445
5.53 866
5.47 857
201,918 31,626
5.59 876
5.47 857
200,179 31,354
5.58 874
5.50 861
200,528 31,409
5.62 880
5.51 863
199,925 31,314
5.63 882
5.54 868
200,534 31,410
5.66 887
5.56 871
199,650 31,271
5.68 890
5.63 882
200,589 31,418
5.75 901
5.61 879
198,992 31,168
5.73 897
5.61 879
10 197,831 30,986
5.74 899
5.64 883
11 197,661 30,960
5.76 902
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2005 22

0.020 3.13

2024 12
0.017 2.66
0.020 3.13

2025

0.017 2.66
0.020 3.13
0.017 2.66
0.020 3.13
0.017 2.66
0.020 3.13
0.017 2.66
0.020 3.13
0.017 2.66
0.020 3.13
0.017 2.66
0.020 3.13
0.017 2.66
0.020 3.13
0.017 2.66
0.020 3.13
0.017 2.66
0.020 3.13

10
0.017 2.66
0.020 3.13

11
0.017 2.66
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2024 12 2025 11 30 7.90 7.23
NAVx A
100 x 1
NAV
NAV
NAV 2025 11 30 NAV 2024 11 30
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2025 11 2025 11

2024 12 151,050 756,543 10,421,242
2025 11 30 151,050 756,543 10,421,242
2024 12 0 2,017,099 24,112,080

2025 11 30 0 2,017,099 24,112,080
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2025 10 31
199,417,019 31,234,688
6,323,129 990,392
59,578 9,332
1,237 194
480,485 75,258
39,465,409 6,181,467
2,930,484 459,002
23,738 3,718
248,701,079 38,954,050
7,234,942 1,133,209
40,872,130 6,401,802
134,604 21,083
187,714 29,402
168,853 26,447
39,462 6,181
1,256,000 196,727
607,061 95,084
374,103 58,596
50,874,869 7,968,531
197,826,210 30,985,519
197,830,538 30,986,197
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2025 10 31
6,364,542 996,878
457,724 71,693
2,779,193 435,305
9,601,459 1,503,877
1,433,034 224,456
10,805 1,692
3,714 582
188,231 29,483
32,764 5,132
55,423 8,681
120,945 18,944
(191,313) (29,965)
1,653,603 259,004
7,947,856 1,244,873
(3,794,622) (594, 352)
4,153,234 650,521

4,153,234 650,521
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165,126,151 198,037,505

25,207,439 10,690,227

70,940

(946,000) (322, 245)

24,261,439 10,438,922
2025 30 5.62 141,694,719
2025 10 31 5.74 139,223,787
2.14 (1.74)
2025 30 5.50 58,826,332
2025 10 31 5.61 58,606,751
2.00 (0.37)
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2025

78,008,919
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122

11

2,371.

66

101,372.

101

106,848.

34

113,700.

135.

183.

63.

300.

63.

13

2,975.

31.
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104.8

1,521.6

11 239.5
11 1,003.8
11,421.5

14 12,259.2
13 24,906.5
1.0

189.3

297 379,692.7
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2024 2023 30

328

23 103

23 25 193

2025 11 28
156.63
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2024 30

2024 30
240,920 37,735,300

124,813 19,549,460

23,105 3,618,936 51,235 8,024,938
39,106 6,125,173

10,549 1,652,290

466,623 73,087,160

111,944 17,533,789

117,746 18,442,556

12,461 1,951,766

54,925 8,602,903

297,076 46,531,014

1,000

78,245 12,255,514

91,302 14,300, 632

169,547 26,556,147

466,623 73,087,160
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2024 30

1,589,353 248,940,360
88,606 13,878,358
1,677,959 262,818,718
220,772 34,579,518
290,098 45,438,050
263,717 41,305,994
255,966 40,091,955
48,570 7,607,519
148,297 23,227,759
1,227,420 192,250,795
450,539 70,567,924
19,674 3,081,539
470,213 73,649,462
108,819 17,044,320
361,394 56,605,142
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2024 30
2023 10 1,000 78,245 66,908 145,153
361,394 361,394
(337,000) (337,000)
2024 30 1,000 78,245 91,302 169,547
2024 30
2023 10 1,000 12,255,514 10,479,800 22,735,314
56,605,142 56,605,142
(52,784,310) (52,784,310)
2024 30 1,000 12,255,514 14,300,632 26,556,147
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2024 30
361,394 56,605,142
(1,573) (246,379)
(5,340) (836,404)
561 87,869
(21,425) (3,355,798)
5,611 878,851
41,142 6,444,071
23,837 3,733,589
290 45,423
(66,200) (10, 368,906)
338,297 52,987,459
(340) (53,254)
154 24,121
(186) (29,133)
(337,000) (52,784,310)
(337,000) (52,784,310)
1,111 174,016
239,809 37,561,284
240,920 37,735,300
180,112 28,210,943
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2024 30

FAI

FAI

FAI Franklin
Advisory Services, LLC 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

2024 11 12

FAI FAI
VIE

VIE
VIE

VIE VIE
VIE VIE
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VIE

VIE

NAV
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NAV

2024 30
21.6
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NAV

50

236
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AUM
AUM

AUM

AUM
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1,175,083 1,175,083
3,875 3,875
861 861
385,838 88,606 474,444
23,696 23,696
1,589,353 88,606 1,677,959
2024 30
23,105
12,049
16,081
51,235
2024 30
12,441 10,289 375 23,105
12,441 10,289 375 23,105
3 16,081 16,081
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2024

30

30

2027

2034
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99,670
14,489

(4,698)
(642)

108,819

31,545
5,531
5,950
1,299

731

45,056
(5,950)

39,106

6.0



2024

2024

100

30

30

2020

401

2024

50

27/81
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26,406

121

3,613
(3.,802)

26,338

5.5

3.0

85
6.4



EDINETOOOO
OO0000O000o00DoO0O0oOo(E40158)
OOoooooooooooooood

AIP
2002 USIP
1998 ESIP

2017 EIP

32.6 ESIP
0.5
AIP

USIP EIP
USIP EIP 165.0
23.0 2024 30 usip EIP 25.6 13.9

2023 30 1,386,942 24.37

1,322,896 24.11

(1,425,564) 29.55

(7,836) 24.87

1,226,845 23.95

2024 30 2,503,283 26.49
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2024 30
41.9 1.9

30.6

1,179,819 385,838
88,606
5,062

1,179,819 479,506

221,732
254,591
6,767
99,475
26,423
132,520

741,508

117,256
54,925

18,992
130,936

111,944

FAI 500
0.228
FAI 2025 30
2024 30 0.6
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Franklin Advisers, Inc.

Consolidated Balance Sheet
As of September 30, 2024
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fir thowsamnds, excepd share dala)

Assets

Cash and cash equivalents

Receivables

Investments (including 523,105 at fair value)
Deterred taxes

Other

Total Assets .

Liabilities

Due fo affiliated entifies, ne
Compensation and benefits

Accounts payable and accrued expenses
Income taxes

Todal liabilifies

Commitments and Contingencies (Note T)

Stockholder's Equity

Common stock, no par value, 1,000 shares authorized, issued and outstanding

Additional paid in capital
Retained earnings
Total stockholder's equity

Total Liabilities and Stockholder's Equity

See Notes to Consolidated Financial Statements.

3

30/81

5 240,820
124,813

51,235

39,106

10,548

$ 466,623

B 111,944
117,746

12,461

54 925

287,076

78,245
21,302
168,547

5 466,623
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Franklin Advisers, Inc.

Consolidated Statement of Income and Comprehensive Income
Fiscal Year Ended September 30, 2024

fir thousands)

Operating Revenues

Investment management fees B 1,588,353

Service tees from affiliated enfities &8 806
Total operating revenues 1,677,859

Operating Expenses

Sales, distribution and marketing 220,772
Compensation and benefits 280,098
Fund-related expenses 263,717
Adverising and promotion 255,866
Information systems and technology 48,570
General, administrative and other 148,267

Total operating expenses 1,227 420
Operating Income . .. R PR e i Lo T LR g 450,539
Investment and other income, net 19,674
Income before taxes 470,213
Taxes on income 108,819
Net Income and Comprehensive Income Attributable to Franklin Advisers, Inc. .. $ 351i394

See Noles to Consolidated Financial Statements.

4

31/81



EDINETOOOO

OO0000O000o00DoO0O0oOo(E40158)

OOoooooooooooooood

]

"SJUBUAIEIS [BIUBLIY PIEPIOSUOS Of SAJON 898

165 6oL S ZOCH6 S GPZBL s — S 000¢ ¥Z0Z '0F J0qWoydag Je aoue|eg
(ooo'2gg) § (0o0'ige) == - - uased oy spuaptyg
vac'Lag § GE'L9E - - — DO JaN
£SL'shl & 906'99 5 SFZBL s — S 000° £Z0Z "} 4000120 JB JoUB|eg
AWnb3 " sBuiwes jendeq u) nowy S3IEYS fepep aueys jdaoxe ‘SpurEsnOG )
{mu_ﬁuuus.m pauleley  pled [BUOn|PPY eI

pZ0Z ‘0¢ Jequeydag papu3z JeaA |eosl
Ayunb3 s J9pjoy3o03s JO JusLIaleIS Pajepl|osuo)
‘aU| ‘SI19SIAPY Ul|yjuel

32/81



Franklin Advisers, Inc.

Consolidated Statement of Cash Flows

Fiscal Year Ended September 30, 2024
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{in thousands)
Net income .

Adjustments to reconcile net income to net cash provided by operating

activities:

Income from equity method investmenis
Deferred income taxes

Other

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

Decrease in investments, net

Increase in due to affiliated enfiies, net

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

Met cash provided by operating activities

Purchase of investiments
Liquidation of investments

Net cash provided by investing activities

Dividends 1o parent
Net cash used in financing activities

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

Cash and Cash Equivalents, End of Year

Cash paid for income taxes

See Notes o Consolidated Financial Statements.

&

33/81

) 361,384

(1,573)
(5,340)
561

(21,425)
5,611
41,142
23,837
290

(66,200)

338,297

(340)
154

(186)

{337,000)
(337,000)

1.1
239,809

$ 240,920

———— ———

3 180,112
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Franklin Advisers, Inc.

MNotes to Consolidated Financial Statements
September 30, 2024

Business

Mature 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
investiment adviser with the United States Securities and Exchange Commission. The Company
provides investment management and related services to invesiment products that include funds
sponsored by Franklin {"affiliated funds®), as well as institutional separate accounts.

FAl's wholly owned subsidiaries are Franklin Advisory Senvices, LLC, Random Forest Capital, LLC,
Franklin SystematiQ Advisers, LLC, Franklin Digital Lending GF. LLC, Franklin Venture Pariners,
LLC, Franklin Venture Pariners (Talos Cayman) GP, LLC, Franklin Advisers GP, LLC, Franklin
Holdings, LLC, and Franklin Templeton Blockchain GP, LLC, which are investment advisers or
general pardners of affliated 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 repored amounts of assets and liabilities at the date of the financial
statements and the reporfed 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 amounis may
differ from these estimates. The Company has evaluated subsequent events through November 12,
2024, which is the date that the consolidated financial statements became available 1o be issued.

Consolidation

The consclidated financial statements include the accounis of FAI and its subsidiares in which it
has a confrolling financial interest. The Company has a contralling financial inferest when it owns a
majority of the voting interest in a voling interest entity or is the primary beneficiary of a vanable
interest enfity (“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
invesiment. The Company’s VIEs are all investment products, and its vadable inlerests consist of ils
invesiment management fees eamed from these products.

The Company is the primary beneficiary of a VIE if it has the power to direct the activiies that most
significantly impact the VIE's economic performance and the obligation 1o absorb losses of or right
to receive benefits from the VIE that could potentially be significant to the VIE. Investment
management fees eamed from VIEs are excluded from the primary beneficiary determination if they
are deemed 1o be al markel and commensurate with senvice. The key estimates and assumptions
usad in the analyses include the amount of assets under management ("AURM").

WIEs for which the Company is not the primary beneficiary consist of invesiment products in which
the Company has an equity ownership interest. The Company's maximum exposure to loss from
these VIEs consisis of equity cwnership inferests of $5.5 million and investment management fee
receivables of $1.0 million.
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Franklin Advisers, Inc.

MNotes to Consolidated Financial Statements
September 30, 2024

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

Related Parties

Related paries include affliated funds and other Franklin subsidiaries ("affiliated entiies”). Amounts
due o affliated enfiies, and substantially all of the Company's operating revenues, operating
expenses and recevables are from related parties,

The Company has a master netfing agreement with Franklin and affiliated enfiies. As amounis due
to and from Franklin and affiiated entifies are a determinable amount and the right of offset is
enforceable by law, receivables from and payables to affiliated eniifies are offset and the net
amount is presented as due to affiliates, net.

The Company earms investment managemen fees from affiliated funds and affiliated enfities. The
Company also eams service fee revenues from ils affiliated entifies for corporate services, which
are determined based on the cosis incurred by the Company in performing these services. The
Company incurs expenses pursuant to agreements with affiliated enfities for fund administration,
subadvisory, sales, marketing and distribution, technology and other operating services.

Fair Value Measurements

The Company uses a threelevel fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value based on whether the inputs 1o those valuation techniques
are observable or unocbservable. The three levels of fair value hierarchy are set forth below. The
assessment of the hierarchy level of the assets or liabiliies measured ai fair value is determined
hased on the lowest level input that is significant to the fair value measurementin its entirety.

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

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

Level 3 Unobservable inpuls that are suppored by litle or no market activity. These inpuls
require significant management judgment and reflect the Company's estimation of
assumptions that marked participants would use in pricing the asset or liability.

Quoted market prices may be adjusted if events ocour, such as global market fluctuations, issuer
specific news, economic and geopolifical events, natural disasters, and governmental acfions, A
pricing vendor is engaged fo provide a valuation factor, which represents an estimate as o how
much a specific investment value would have changed between the time that the investments
stopped frading in its local markel and the fime that the fund's NAY was determined. 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,
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Franklin Advisers, Inc.

MNotes to Consolidated Financial Statements
September 30, 2024

The Company's invesimenis are primarly 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 nol measured at fair value.

Cash and Cash Equivalents

Cash and cash equivalents consist of deposits with financial instiiutions and a nonconsolidated
money markel fund sponsored by Franklin and are camied 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, limits the amount of
credit exposure with any given financial instifution and conducts ongoing evaluations of the
creditworthiness of the finandal institutions with which i does business. Deposits with financial
insfilutions exceeded Federal Deposit Insurance Corporation insured limits by $21.6 million at
September 30, 2024, representing a concentration of credit risk.

Receivables

Receivables consist primarily of fees receivable from atfiliated funds and are carried at invoiced
amourds. Due to the shor-term nature and liguidity of the receivables, their carrying values
approximate fair value.

Investments in 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 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 accounis are determined using quoted
marked prices, or independent third-parly broker or dealer price quotes if quoted market prices are
not available,

Inve=stments in Equity Method Investees

Investments in equity method investees consist of equity investments in entities, incuding
sponsored funds, over which the Company is able 1o exercise significant influence, but not control,
Significant influence is generally considered fo exist when the Company's ownership interest in the
invesies is between 20% and 50%, although other factors, such as representation on the investes's
hoard of directors and the impact of commercial arrangements, are also considered in detemining
whether the equity method of accounting is appropriate. Investiments in limited partnerships and
limited liability companies are accounted for using the eguity method when the Company's
invesiment is more than minor or when the Company is the general partner. Under the equity
method of accounting, the investments are inifially camied at cost and subsequently adjusted by the
Company's proporlionate share of the entities’ net income, which is recognized in earnings.

Other Investments

Other invesimenis consist of equity investments in entifies over which the Company is unable to
exercise significant influence and do not have a readily determinable fair value. The equity
invesiments are measured at cost adjusted for chservable price changes and impairment, if any,
which are recognized in earnings. The fair value of the enfiies is generally estimated using
significarm unobservable inputs in either a market-based or income-based approach.
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Franklin Advisers, Inc.

MNotes to Consolidated Financial Statements
September 30, 2024

Impairment of Investments

Investments in equity method investees and equity investments thal do not have a readily
determinable fair value are evaluated for impairment on a quarerly basis. The evaluation of equity
invesiments considers qualitative factors, including the financial condiion and specific events
related 1o an investee, that may indicate the fair value of the invesiment is less than its carrying
value, Impaiment of equity securfies is recognized in invesiment and other income, net.

Nonredeemable Noncontrolling Interests

Moncontrolling interests are thind-party investor equity in consolidated subsidiaries that do not
permit the noncontrolling inferest holders 1o request setlement.  Nonredeemable noncomtrolling
interest are classified as a component of equity. Net income (loss) atributable 1o third-party
invesiors is reflecled as nel income {loss) attributable to nonredeemable noncontroliing interests in
the statement of income.

Nonredeemable noncontrolling interest of 3236 is induded in additional paid in capital. There was
no net income attributable 1o nonredeemable noncomtrolling imerests during the year.

Revenues

The Company eams revenue primarily from providing investment management and related services
to its customers, which are generally invesiment products or investors in separate accounts.
Revenues are recognized when the Company's obligations related 1o the senices are satisfied and
it is probable that a significant reversal of the revenue amount would not ocour in future periods,
The obligations are satisfied over ime as the services are rendered.

Fees from providing investment management, other than performance-based invesiment
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 fime.
Performance-based investment management fees are generally generated when invesiment
products’ performance exceeds fargets established in customer confracts.  These fees are
recognized when the amount S no longer probable of significant reversal and may relate 1o
invesiment management services thatl were provided in prior periods.

AUM is generally based on the fair value of the underlying securities held by invesiment products
and is calculated vsing fair value methods denved primarily from unadjusted quoted market prices,
unadjusted independent third-party broker or dealer price gquotes in active markets, or market prices
or prce guotes adjusied for observable price movements atler the close of the primary market in
accordance with the Company's global valuafion and pricing policy, The fair values of securiies for
which market prices are noi readily available are valued indernally using varous methodologies
which incorporate significant unobservable inputs as appropriale for each secunty 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 il controls the delegated services provided to cusiomers,

Bervice fees from affiliates are calculated based on contractual fee splits with the affiliates and
recognized as the services are performed over fime,

Stock-Based Compensation
The fair value of Franklin's slock-based payment awards is estimated on the date of grant based on
the market price of fhe underlying shares of Frankliin's common stock and is amortized o

10
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Franklin Advisers, Inc.

MNotes to Consolidated Financial Statements
September 30, 2024

compensafion expense on a straight-line basis over the related vesfing period, which is generally
three years. 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 U.S. federal and several combined state income fax
retumns for Franklin.

Under an infercompany 1ax sharing agreement (the “Agreement”), Franklin allocates these income
taxes to the Company using the separate refurm method excepl for tax benefits arising from its
tederal and combined stale net operating losses, which are ulilized by Franklin under the
Agreement. As a resull of this exception 1o the separate company method, the Company does not
record deferred tax assets related 1o federal or combined state income tax losses in its consolidated
balance sheel. Instead, these deferred tax assels are freated as transferred to Franklin. The
Company tracks fhese nel operating loss deferred tax assets, it 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 lemporary differences
hetween the 1ax basis of the Company's assels and liabilities and the repored amounts in the
consolidated financial statemenis using the statulory tax rates in effect for the year when the
reporied amount of the asset or iability is expecied fo be recovered or setfled, respectively. The
effect on deferred tax assets and liabilties of a change in lax rates is recognized in income tax
expense in the period that includes the enactment date, For each tax position taken or expected to
be faken in a fax relum, 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 posilion, including
resolution of any related appeals or lifigation. 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% likeby of
being realized upon setllement.  Inlerest on fax mallers is recognized in interest expense and
penallies in other operating expenses,

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

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

11
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Revenues
Operating revenues by the customer's geographic area were as follows:
Service fees
Investment from
management affiliated
ftn dhousands) fees entities Total
Eamed from Affiliated Funds
Unifed Stales § 1175083 & — % 1,175.083
Americas Excluding United Siales 3875 — 3,875
Europe and Asia 861 —_ a61
Earned from Affiliated Entilies 385,838 88,606 474,444
Eamed from Third Parlies 23 686 — 23,686
Total $ 1i5'39l353 $ 88,606 $ 1,677,959
A substantial amount of investment management fees earned from third parties is from cusfomers
domiciled in the United States.
Investments
Investments consisted of the following atl September 30, 2024
{tn dhausands)
Investments, at fair value
Sponsored funds and separate accounts % 23,105
Other investments
Investments in equity method investees 12,048
Other investments 16,081
Total $ 51,235
Fair Value Measurements
Assets measured at fair value on a recuring basis were as follows at Seplember 30, 2024:
{in thousands) Level 1 Level 2 Level 3 Total
Investments, at fair value
Sponsored funds and separate accounts . 5 12441 § 10289 3% 375 5 23,105
Total Assets Measured at Fair Value. ... $ 12441 $ 10,289 § aTs $ 23,105

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

Fair Value Carrying Estimated
{tn dhousands) Level Value Fair Value
Equity securities 3 % 16,081 & 16,081

6. Taxes onIncome

Taxes on income for the fiscal year were as follows:

(i Thatisavd s}

Current expense

Federal % 89 670
State 14,489
Deferred benefit

Federal {4,698)
State (842)

The significant components of defered tax assets at September 30, 2024 were as follows:

{in thausands)
Deterred compensafion and benefits % 31,545
Tax benefit for uncertain tax positions 5,53
Foreign tax credit 5 850
Interest on uncertain fax positions 1,289
Other 73
Total deferred lax assels 45,056
Valuation allowance {5,950)
Deferred Tax Assets .. .. G e S R e e o 39,106

At Sepilember 30, 2024 there were 36.0 million of foreign tax credit camy-forwards that expire
between 2027 and 2034, A valuation allowance has been provided to offset the deferred 1ax asset
tor foreign tax credit carmy-forwards due {o the uncertainty of realizing the benefits in fulure years.

The income {ax expense vares from the federal statutory rate pamarily due 1o state income faxes
and permanent differences related to equity.

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

13
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September 30, 2024
(i Thatusands)
Balance al beginning of yvear b 26 406
Additions for tax postions of prior years 121
Additions for 1ax posiions related 1o the current year 3613
Expiration of statute of limitafions {3,802)
Balance at End of Year ... . .. e B 26,338

*

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 benefils is
included in income faxes payable 1o parent in the consolidated balance sheetl.

Accrued interest on uncertain tax positions at September 30, 2024 was approximately $5.5 million
and is not presented in the unrecognized fax benefits table above,

The Company is included in the consolidated U.S. federal and mulfiple combined state income fax
retumns for Franklin, The Company is subject o examination by the taxing authorifies in multiple
jurisdictions. Examination outcomes and the timing of any setflermnents are subject 1o significant
uncerainty, The Company's major fax jurisdictions and the tax years for which the staiutes of
limitations have not expired are as follows: the Siates of Califomia, Massachusetis, New Jersey,
and New York, City of New York and US federal 2020 fo 2024,

It is reasonably possible that the iotal unrecognized tax benefits as of September 30, 2024 could
decrease by an estimated $3.0 million within the next twelve months as a result of expiration of
statutes of limitations in the U.S. federal and ceriain state tax jurisdictions, and pofential settlements
with sfate tax authorilies.

7. Commitments and Contingencies

The Company is from time fo fime involved in litigation relating fo claims ansing in the normal
course of business. Management is of the opinion that the ulimate resolution of any such claims
will not materially affect the Company's business, financial position, results of operaions 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 meel cerain employment requirements. Parficipants may
contribude 1o the plan up to 50% of pretax annual compensation and up o 100% of the cash portion
of the paricipant's vear-end bonus, as defined by the plan and subject to Intermal Revenue Code
limitafions, each year to the plan. The Company makes a matching contfribution rate equal o 85%
of eligibde compensation confribuled by paricipants. The Company's expense related 1o the plan
tor the fiscal was 6.4 million,

14
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MNotes to Consolidated Financial Statements
September 30, 2024

o, Stock-Based Compensation

The Company paricipates in Franklin's Amended and Restated Annual Incentive Compensation
Plan {the “AIP7), the 2002 Universal Stock Incentive Plan, as amended and restated (the "USIP")
and the amended and restated Franklin Resources, Inc. 1888 Employee Stock Investment Plan
{the *ESIP") and the Amended and Restated Franklin Resources, Inc. 2017 Equity Incentive Plan
{the "EIP", and colleclively the "Plans"). The Compensation Commitiee of Franklin's Board of
Direclors determines the terms and condiions of awards under the Plans.

The Company recognized stock-based compensation expense of $32.6 million for stock and stock
unit awards and $0.5 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
unil awards generally based on the performance of the Company andfor its funds, and the
individual employee. The USIP and EIP provide for the issuance of shares of Franklin's common
stock for various stock-related awards 1o officers, directors, and employees. There are 165.0
million shares and 23.0 million shares authorized under the USIP and the EIP. Al September 30,
2024, 25.6 million shares and 13.9 million shares were available for grant under the USIP and the
EIF.

Stock awards entitle holders to the right 1o sell the undedying shares of Franklin's common stock
once the awards wesl, Sfock unit awards entilte holders 1o 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 inancial performance goals,

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
Non-vested balance at September 30, 2023 .. ... .. ... ... 1386842 & 24.37
Granted 1,322 896 24.11
Vested {1,425 564) 289.55
Forteited/canceled {7 ,B38) 24 87
Transferred in. ned 1,226 845 23.95
Non-vested Balance at September 30, 2024 : 2,503,283 % 26.49

Total unrecognized compensation cost related 1o nonvested stock and stock unit awards, was $41.9
million at Seplember 30, 2024. This cost is expected to be recognized over a remaining weighted-
average vesting period of 1.8 years, The tolal fair value of stock awards and stock unit awards
vested during the fiscal year was $30.6 million.

15
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10. Related Party Transactions

The amounts related 1o fransactions with affiliates included in the Company's consdidated

statement of income and balance sheet were as follows:

Affiliated

o dhotsands) Entities
Investrnent management fees 3 1179819 § 385,828
Service fees from affiliates — 88,606
Investment Income " 5,062
Total Revenues from Affiliates o . . % 1,179,812 § 479,506
Fund-related expenses b — % 221,732
Adverising and promotion — 254,51
Compensation and benefils — 6,767
Sales, distribution and markefing — 89,475
Information systems and technology — 26,423
General, administrative and other — 132,520
Total Expenses Incurred from Affiliates . . % — % 741,508
Receivables 3 117,256 % —
Income taxes payable to parent —_ 54,925
Due to affiliated entiies, net is comprised of the following:

Due from affiliated entities —- 18,062
Due to affiliated entiies = 130,936
Due to affiliated entiies, net 111,844

FAl may lend to Franklin amounts up to a maximum of $500 million under an unsecured revolving
credit agreement. Amounts loaned under this agreement eam interest at an applicable market rate
at the time of borrowing, plus 0.228% per annum. The agreement expires on June 30, 2025 unless
terminated by mutual written consent of FAl and Franklin, There is currently 50,6 million receivable

under this agreement as of Seplember 30, 2024.
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2023 30

2023 30
239,809 37,561,284
102,677 16,082,299
28,846 4,518,149 55,634 8,713,953
33,766 5,288,769
11,274 1,765,847
443,160 69,412,151
70,802 11,089,717
93,909 14,708,967
12,171 1,906,344
121,125 18,971,809
208,007 46,676,836
1,000
78,009 12,218,550
66,908 10,479,800
144,917 22.698,350
236 36,965
145,153 22,735,314
443,160 69,412,151
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2023 30
1,488,143 233,087,838
27,993 4,384,544
1,516,136 237,472,382
239,222 37,469,342
234,594 36,744,458
240,746 37,708,046
197,781 30,978,438
43,074 6,746,681
124,044 19,429,012
1,079,461 169,075,976
436,675 68,396,405
16,762 2,625,432
453,437 71,021,837
103,308 16,181,132
350,129 54,840,705
82 12,844
350,211 54,853,549
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2023 30
1,000 78,009 166,779 82) 244,706 229 244,935
350,129 350,129 350,129
82 82 82
(450,000) (450,000) (450,000)
7 7
1,000 78,009 66,908 144,917 236 145,153
2023 30
1,000 12,218,550 26,122,595 (12,844) 38,328,301 35,868 38,364,169
54,840,705 54,840,705 54,840,705
12,844 12,844 12,844
(70,483,500) (70,483,500) (70,483,500)
1,096 1,096
1,000 12,218,550 10,479,800 22,698,350 36,965 22,735,314
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2023 30
350,129 54,840,705
(1,553) (243,246)
(161) (25,217)
(336) (52,628)
2,884 451,721
(48,022) (7.,521,686)
(5,014) (785,343)
(2,000) (313,260)
92,413 14,474,648
388,340 60,825,694
(3,522) (551, 651)
8,033 1,258,209
9% 15,036
4,607 721,594
(450,000) (70,483,500)
7 1,096
(449,993) (70,482,404)
(57,046) (8,935,115)
296,855 46,496,399
239,809 37,561,284
12,089 1,893,500
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2023 30
FAI
FAI
FAI 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

2023 11 21

FAI FAI
VIE

VIE
VIE

VIE VIE
VIE VIE

48/81



0.2

VIE

AUM

VIE

49/81

3.7

EDINETOOOO
OO0000O000o00DoO0O0oOo(E40158)
OOoooooooooooooood

VIE

AUM

VIE



EDINETOOOO
OO0000O000o00DoO0O0oOo(E40158)
OOoooooooooooooood

NAV

2023 30
21.2
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AUM
AUM

AUM

AUM
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1,122,188 1,122,188
5,016 5,016
661 661
339,109 27,993 367,102
21,169 21,169
1,488,143 27,993 1,516,136
2023 30
28,846
10,707
16,081
55,634
2023 30
10,204 18,642 28,846
10,204 18,642 28,846
3 16,081 16,081
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93,882
11,000

(1,152)
(422)
103,308

24,290
5,545
5,705
1,191
2,740

39,471

(5,705)

33,766

5.7

21
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2018
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28,936
161
(559)
3,452
(5,584)
26,406

5.0

2019 2023

12 3.2

100
85
5.3

AIP
USIP



0.8
AlIP
USIP
USIP
2023 30 USIP
2022 30
2023 30
2023 30
23.7
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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
(24,100) 23.01
2,786 27.50
1,386,942 24.37
1.5
37.3

1,127,865 339,109
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27,993
12,469

1,127,865 379,571

231,766
233,715
5,744
85,468
27,105
106,032

689,830

58/81

96,852
121,125

36,372
107,174

70,802

500
0.113
2024 30



EDINETOOOO
OO0000O000o00DoO0O0oOo(E40158)
OOoooooooooooooood

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 ........... S e — i . 443,160
Liabilities
Due to affiliated entities, net £ 70,802
Compensation and benefits 93,909
Accounts payable and accrued expenses 12,171
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 =—
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 T T AT e AT r T 443,160

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, 2023

{in thousands)
Operating Revenues

Investment management fees g 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 234 594
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 P P P ! ] P 436,675
Investment and other income, net 16,762
Income before taxes 453 437
Taxes on income 103,308
Net Income Attributable to Franklin Advisers, Inc. ...... . ... ... ... ........ s 350,129
Other Comprehensive Income . : : T : B2
Comprehensive Income Attributable to Franklin Advisers, Inc. . . 350,211

See Notes to Consolidated Financial Statements.
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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, Endof Year ... .............. R

Cash paid for income taxes

See Notes to Consolidated Financial Statements.
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£ 350,129

(1,553)
{161)

(336)
2,884
(48,022)
(5,014)
(2,000)
892,413

388,340

(3,522)
8,033
96

....... 4,607

(450,000)
7

(449,993)

(57,0486)
236,855

N | 239,809

¥ 12,089
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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 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 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.

AVIE 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 equity 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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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, net,

The Company earns 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, 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 uncbservable. 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 Uncbservable inputs that are supported by litle 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
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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 countrigs,
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 Corporation 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 NAV 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, or independent third-party broker or dealer price guotes if quoted market prices are
not available.

Investments in Equity Method Investees

Investrments 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
investrment 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 eamings. The fair value of the entities 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 qualitative 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 settlierment.  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 praobable 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 rale
as principal as it contrals the delegated services provided to customers.
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Service fees from affiliates are calculated based on contractual fee splits with the affiliates and
recognized as the services 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 Franklin.

Under an intercompany tax sharing agreement (the "Agreement”), Franklin allocates these income
taxes to 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 methad, 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.
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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 —_ 5016

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, A 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

Investments 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 . % 10,204 % 18642 % — § 28,846
Total Assets Measured at Fair Value ... $ wizm $ 1Eiﬁ42 ] — % EBisdﬁ
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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
3 8 16,081 § 16,081

Equity securities

6. Taxes on Income

Taxes on income for the fiscal year were as follows:

{in thousands)
Current expense

Federal ;] 93,882

State 11,000

Deferred benefit

Federal (1,152)
State (422)
Total ..o il G e T D T R D D i ey 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 ................... e ER : . % 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.
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The tax expense differs from the federal statutory rate of 21% due to state taxes and other
permanent differences.

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

(i 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 Bt of YBAE . .. ..y vin i s s s s v s na e s s s i e 9 26,406

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.
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F & 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.

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 “USIP7}
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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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, net 2 786 27.50
Mon-vested Balance at September 30, 2023 ; o 1,386,942 % 24.37

Total unrecognized compensation cost related to nonvested stock and stock unit awards, was $23.7
million at Septernber 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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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 % 1,127,865 % 339,109
Service fees from affiiates — 27,993
Inyestment 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 C- 121125
Due to affiliated entilies, net is comprised of the following:
Due from affiiated entities C- 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 FAl 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,
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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, 2024, 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, 2024, 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.

Basisfor Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America (US
GAAYS). 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 theConsolidated 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 statementsthat 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 substantia 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.

Auditors' Responsibilities for the Audit of theConsolidated 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 aways 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.
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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, California
November 12, 2024
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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.

80/81



EDINETOOOO
OO0000O000o00DoO0O0oOo(E40158)
OOoooooooooooooood

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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