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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(MARK ONE)

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended December 31, 2014
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number: 001-09318

FRANKLIN RESOURCES, INC.

(Exact name of registrant as specified in its chaer)

Delaware 13-2670991
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)
One Franklin Parkway, San Mateo, CA 94403
(Address of principal executive offices) (Zip Code)

(650) 312-2000
(Registrant’s telephone number, including area cqde

N/A
(Former name, former address and former fiscal yedrchanged since last report)

Indicate by check mark whether the registranth@ filed all reports required to be filed by Sexti3 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for ssiobrter period that the registrant was requirefilécsuch reports), and (2) has been sul
to such filing requirements for the past 90 day&l YES O NO

Indicate by check mark whether the registrant hdwnitted electronically and posted on its corpoléieb site, if any, every Interactive D
File required to be submitted and posted pursuaRiie 405 of Regulation -during the preceding 12 months (or for such grgreriod the
the registrant was required to submit and post §iled). YES O NO

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-acelerated filer, or a smaller repori
company. See the definitions of “large accelerdiled’, “accelerated filer” and “smaller reportingpmpany” in Rule 122 of the Exchancg
Act. (Check one):

) Accelerated filer O
Large accelerated filer

, . . Smaller reporting companyd
Non-accelerated fileEd (Do not check if a smaller reporting company)

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the BExgje Act). O YES NO

Indicate the number of shares outstanding of ehtitedssuer’s classes of common stock, as ofdtest practicable date.



Outstanding: 621,826,792 shares of common stockyadae $0.10 per share, of Franklin Resources,daof January 23, 2015 .
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PART | — FINANCIAL INFORMATION

Item 1. Financial Statements.

FRANKLIN RESOURCES, INC.

Condensed Consolidated Statements of Income
Unaudited

Three Months Ended

December 31,

(in millions, except per share data) 2014 2013
Operating Revenues
Investment management fees 1,382 $ 1,373.¢
Sales and distribution fees 595.( 636.7
Shareholder servicing fees 65.¢ 76.1
Other 21.1 22.¢
Total operating revenues 2,064.: 2,109.!
Operating Expenses
Sales, distribution and marketing 731.t 776.7
Compensation and benefits 375.k 349.(
Information systems and technology 51.Z 50.z
Occupancy 34.: 33.1
General, administrative and other 89.¢ 87.2
Total operating expenses 1,282.: 1,296.
Operating Income 782.( 813.1
Other Income (Expenses)
Investment and other income, net 51.7 48.2
Interest expense (11.9) (12.€)
Other income, net 40.4 35.€
Income before taxes 822.4 848.7
Taxes on income 256.1 252.7
Net income 566.: 596.(
Less: Net income (loss) attributable to
Nonredeemable noncontrolling interests 6.7 (17.2)
Redeemable noncontrolling interests (6.9 9.4
Net Income Attributable to Franklin Resources, Inc. 566.4 $ 603.¢
Earnings per Share
Basic 091 $ 0.9¢
Diluted 0.91 0.9¢
Dividends per Share 0.6t $ 0.12

See Notes to Condensed Consolidated Financialnstats.
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FRANKLIN RESOURCES, INC.
Condensed Consolidated Statements of Comprehensiveome
Unaudited

Three Months Ended
December 31,

(in millions) 2014 2013
Net Income 566.2 $ 596.(
Other Comprehensive Income (Loss)
Net unrealized losses on investments, net of tax (0.2 (20.0
Currency translation adjustments, net of tax (61.5) 8.1
Net unrealized gains (losses) on defined beneditqlnet of tax 1.C (1.9
Total other comprehensive loss (60.7) (3.2
Total comprehensive income 505.¢ 592.¢
Less: Comprehensive income (loss) attributable to
Nonredeemable noncontrolling interests 6.7 (17.2)
Redeemable noncontrolling interests (6.9 9.4
Comprehensive Income Attributable to Franklin Resouces, Inc. 505.7 $ 600.¢

See Notes to Condensed Consolidated Financialistats.
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FRANKLIN RESOURCES, INC.
Condensed Consolidated Balance Sheets

Unaudited
December 31, September 30,
(in millions, except share and per share data) 2014 2014
Assets
Cash and cash equivalents $ 7,758.( % 7,476.¢
Receivables 926.7 950.(
Investments (including $1,859.4 and $1,845.6 atvaiue at December 31, 2014 and September 30,
2014) 2,653.: 2,516.:
Assets of consolidated sponsored investment preduct
Cash and cash equivalents 60.€ 44.¢
Investments, at fair value 996.¢ 1,373."
Assets of consolidated variable interest entities
Cash and cash equivalents 66.¢€ 74.%
Investments, at fair value 754.1 788.¢
Deferred taxes, net 77.€ 98.1
Property and equipment, net 523. 530.7
Goodwill and other intangible assets, net 2,307.¢ 2,325.¢
Other 172.( 178.2
Total Assets $ 16,296.f $ 16,357..
Liabilities
Compensation and benefits $ 238.¢ $ 465.]
Accounts payable and accrued expenses 194.2 237.t
Dividends 406.7 76.¢
Commissions 419. 440.:
Income taxes 192.¢ 23.¢
Debt 1,198.: 1,198.:
Debt of consolidated sponsored investment products 105.7 122.:
Debt of consolidated variable interest entitiefgatvalue at September 30, 2014) 795.k 828.t
Deferred taxes 259.7 259.:
Other 257.C 258.¢
Total liabilities 4,068.! 3,909.¢
Commitments and Contingencies (Note 9)
Redeemable Noncontrolling Interests 74.C 234.¢
Stockholders’ Equity
Preferred stock, $1.00 par value, 1,000,000 stard®rized; none issued — —
Common stock, $0.10 par value, 1,000,000,000 slzarmrized; 622,426,648 and 622,893,090
shares issued and outstanding at December 31,8l 8eptember 30, 2014 62.2 62.2
Retained earnings 11,672.( 11,625.(
Appropriated retained earnings of consolidatedaldei interest entities — 13.¢
Accumulated other comprehensive loss (178.9 (117.%)
Total Franklin Resources, Inc. stockholders’ equity 11,555.¢ 11,584.:
Nonredeemable noncontrolling interests 598.1 628.:
Total stockholders’ equity 12,154 12,212..
Total Liabilities, Redeemable Noncontrolling Interests and Stockholders’ Equity $ 16,296.t $ 16,357..

See Notes to Condensed Consolidated Financialristats.
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FRANKLIN RESOURCES, INC.
Condensed Consolidated Statements of Cash Flows

Unaudited
Three Months Ended
December 31,

(in millions) 2014 2013

Net Income $ 566.2 $ 596.(

Adjustments to reconcile net income to net cash puwided by operating activities:
Amortization of deferred sales commissions 30.2 34.2
Depreciation and other amortization 24.¢ 25.1
Stock-based compensation 35.4 30.¢
Excess tax benefit from stock-based compensation (2.9 (2.8
Gains on sale of assets (9.5 (20.2)
Income from investments in equity method investees (6.7) (24.9
Net (gains) losses on other investments of conaitisponsored investment products (5.9 16.2
Net gains of consolidated variable interest erstitie (1.6) (6.6)
Deferred income taxes 23.t (10.9
Other 10.t 8.2

Changes in operating assets and liabilities:
Increase in receivables, prepaid expenses and other (6.7) (126.2)
Decrease (increase) in trading securities, net 5.2 (36.€)
Decrease (increase) in trading securities of cétesigld sponsored investment products, net 16.C (230.9
Decrease in accrued compensation and benefits (220.6) (193.9)
Increase (decrease) in commissions payable (20.9 16.4
Increase in income taxes payable 171.5 194.t
Increase (decrease) in other liabilities (37.9 55.¢

Net cash provided by operating activities 572. 324.7
Purchase of investments (71.7) (80.1)
Liquidation of investments 69.4 194.1
Purchase of investments by consolidated sponsowestiment products (51.5 (95.2)
Liguidation of investments by consolidated spondaone@estment products 122.t 32.1
Purchase of investments by consolidated varialidzdst entities (88.¢) (45.0
Liquidation of investments by consolidated variablkerest entities 126.¢ 128.(
Decrease in loans receivable, net — 30.¢
Additions of property and equipment, net (16.1) (15.0
Decrease in cash and cash equivalents from nehdeligation of sponsored investment products (0.7 (34.0
Net cash provided by investing activities 90.t 115.¢

Increase (decrease) in deposits (0.3 66.5
Issuance of common stock — 7.2
Dividends paid on common stock (75.9) (64.7)
Repurchase of common stock (151.9 (137.))
Excess tax benefit from stock-based compensation 1.¢ 2.€
Proceeds from issuance of debt by consolidatedsgped investment products 218.t 190.:
Payments on debt by consolidated sponsored investoneducts (234.5 (176.9
Payments on debt by consolidated variable intenetities (44.7) (60.0)
Payments on contingent consideration liabilities (7.3 (2.7

[Table continued on next pay

See Notes to Condensed Consolidated Financialriitats.
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FRANKLIN RESOURCES, INC.
Condensed Consolidated Statements of Cash Flows

Unaudited
[Table continued from previous pa
Three Months Ended
December 31,
(in millions) 2014 2013
Noncontrolling interests (35.9 101.¢
Net cash used in financing activities (327.9 (72.5)
Effect of exchange rate changes on cash and casyaénts (45.¢) 8.€
Increase in cash and cash equivalents 289.2 376.¢
Cash and cash equivalents, beginning of period 7,596.( 6,323.:

Cash and Cash Equivalents, End of Period

Supplemental Disclosure of Cash Flow Information
Cash paid for income taxes
Cash paid for interest

Cash paid for interest by consolidated variablergdt entities and consolidated sponsored
investment products

See Notes to Condensed Consolidated Financialnstats.
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FRANKLIN RESOURCES, INC.
Notes to Condensed Consolidated Financial Statement
December 31, 2014
(Unaudited)

Note 1- Basis of Presentation

The unaudited interim financial statements of FlanResources, Inc. (“Franklin”and its consolidated subsidiaries (collectively
“Company”) included herein have been prepared byGbmpany in accordance with the instructions torFb0-Q and the rules and regulatis
of the U.S. Securities and Exchange Commission ‘@tC"). Under these rules and regulations, some informadiwh footnote disclosur
normally included in financial statements prepawedier accounting principles generally acceptedhm Wnited States of Americal{S
GAAP”) have been shortened or omitted. Management belibeésll adjustments necessary for a fair statéroethe financial position ai
the results of operations for the periods showreHaen made. All adjustments are normal and requriihese financial statements shoul
read together with the Company’s audited finansiatements included in its Form 10-K for the fispahr ended September 30, 201#ds¢al
year 2014 "). Certain amounts for the comparative prior fiscahryperiod have been reclassified to conform to fthancial stateme
presentation as of and for the period ended DeceBthe2014 .

Note 2— New Accounting Guidance

On October 1, 2014 the Company adopted new Financial Accounting ieds Board guidance that provides an entity tketiein tc
measure the financial assets and financial ligdsliof a consolidated collateralized financing tgntising the more observable fair value
either the financial assets or financial liabiktieand elected this measurement alternative focdisolidated collateralized loan obligati
(“CLOs"). The adoption resulted in a $14.2 milliorcrease in debt of consolidated variable inteeasities (“VIEs”), a $13.9 milliorreductior

in appropriated retained earnings of consolidatdes\and a $0.3 million reduction in retained eagsias of October 1, 2014 . The Company

subsequent earnings from the consolidated CLOsatethanges in fair value of its own economic iesés in the CLOs, and no longer incl
gains or losses on assets and liabilities of th@€lwhich were primarily attributable to noncornling interests.

There were no significant updates to the new adaogiguidance not yet adopted by the Company adadied in its Form 16 for fiscal
year 2014

Note 3— Stockholders’ Equity

The changes in total stockholders’ equity wereotlews:

Franklin
(in millions) Resources, Inc. Nonredeemable Total
Stockholders’ Noncontrolling Stockholders’

for the three months ended December 31, 2014 Equity Interests Equity

Balance at October 1, 2014 $ 11,584.. $ 628.: $ 12,212.
Adjustment for adoption of hew accounting guidance (14.2 (14.2)
Net income 566.4 6.7 573.1
Other comprehensive loss (60.7) (60.7)
Cash dividends on common stock (405.6) (405.¢)
Repurchase of common stock (151.9) (151.9)
Net distributions (36.9) (36.9)
Other? 37.C 37.C

Balance at December 31, 2014 $ 11,555.{ $ 598.7 $ 12,154

! Primarily relates to stockased compensation pla
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Franklin
(inmillions) Resources, Inc. Nonredeemable Total
Stockholders’ Noncontrolling Stockholders’

for the three months ended December 31, 2013 Equity Interests Equity
Balance at October 1, 2013 $ 10,073.. $ 612« $ 10,685.!
Net income (loss) 603.¢ 17.2 586.¢
Net income reclassified to appropriated retaingdings 4.8 (4.8 —
Other comprehensive loss (3.2 (3.2
Cash dividends on common stock (75.9 (75.9
Repurchase of common stock (137.7) (137.7)
Net distributions (23.7) (23.2
Other?* 41.€ 41.¢€

Balance at December 31, 2013 $ 10,507.0 § 577.:  $ 11,084.

! Primarily relates to stockased compensation pla

During the three months ended December 31, 2012618 , the Company repurchased 2.7 million andlikon shares of its commu
stock at a cost of $151.2 million and $137.1 milliender its stock repurchase program. In Decem®&8,2he Companyg' Board of Directol
authorized the repurchase of up to 30.0 millionitéalthl shares of its common stock under the staglurchase program. Aecember 3:
2014 , 27.1 million shares remained available émurchase under the program, which is not subjeahtexpiration date.

Note 4— Earnings per Share
The components of basic and diluted earnings pameshiere as follows:

Three Months Ended
December 31,

(in millions, except per share data) 2014 2013
Net Income Attributable to Franklin Resources, Inc. $ 566.. $ 603.¢
Less: Allocation of earnings to participating nostesl stock and stock unit awards 3.€ 3.t
Net Income Available to Common Stockholders $ 562.& $ 600.:
Weighted-average shares outstanding — basic 620.1 628.1
Effect of non-participating nonvested stock unitasls and dilutive common stock options 0.1 0.4
Weighted-Average Shares Outstanding — Diluted 620.2 628.t

Earnings per Share
Basic $ 091 $ 0.9¢
Diluted 0.91 0.9¢

Non-participating nonvested stock unit awards excluflech the calculation of diluted earnings per sHageause their effect would he
been anti-dilutive were 0.6 million and 0.1 millifor the three months ended December 31, 2014 @hd 2

9
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Note 5— Investments

The disclosures below include details of the Comgfmiinvestments, excluding those of consolidated sp@ud investment produ
(“SIPs”) and consolidated VIEs. See Note Bariable Interest Entities and Consolidated Spagsdnvestment Products for information rel:
to the investments held by these entities.

Investments consisted of the following:

December 31, September 30,
(in millions) 2014 2014
Investment securities, trading $ 1,270« $ 1,277t
Investment securities, available-for-sale
SIPs 541.¢ 517.¢
Securities of U.S. states and political subdivision 8.7 11.2
Securities of the U.S. Treasury and federal agencie 0.7 0.7
Mortgage-backed securities — agency residehtial
17.2 17.¢
Other equity securities & 6.€
Total investment securities, available-for-sale 574.¢ 554.1
Investments in equity method investees
652.1 594.¢
Other investments 155.¢ 89.¢
Total $ 2,653.. % 2,516.:

! Consist of U.S. governmesponsored enterprise obligatic

At December 31, 2014 and September 30, 2014 , irmezg securities with aggregate carrying amount$5o7 million and$6.1 millior
were pledged as collateral.

A summary of the gross unrealized gains and losdatng to investment securities, available-fdesa as follows:

(in millions) Gross Unrealized
as of December 31, 2014 Cost Basis Gains Losses Fair Value
SIPs $ 504.. $ 41¢ $ 4.9 $ 541.¢
Securities of U.S. states and political subdivision 8.5 0.2 — 8.7
Securities of the U.S. Treasury and federal agencie 0.7 — — 0.7
Mortgage-backed securities — agency residential 17.1 0.1 — 17.2
Other equity securities 5.€ 0.7 — 6.3
Total $ 536.: $ 42¢ $ 4.9 $ 574.¢
(in millions) Gross Unrealized
as of September 30, 2014 Cost Basis Gains Losses Fair Value
SIPs $ 477.C 3 435 $ 29 $ 517.¢
Securities of U.S. states and political subdivision 11.C 0.2 — 11.2
Securities of the U.S. Treasury and federal agencie 0.7 — — 0.7
Mortgage-backed securities — agency residential 18.C — (0.7) 17.¢
Other equity securities 6.3 0.2 — 6.€
Total $ 513.C $ 441 $ 30 $ 554.1

The following tables show the gross unrealizeddesand fair values of available-feale securities with unrealized losses aggregat
investment category and length of time that indiaidsecurities have been in a continuous unreal@eiposition:



Less Than 12 Months 12 Months or Greater Total

ol Gross Gross Gross

(in millions) Unrealized Unrealized Unrealized
as of December 31, 2014 Fair Value Losses Fair Value Losses Fair Value Losses
SIPs $ 1121 $ 4.2 $ 1.7 $ 0.2 $ 113.6  $ (4.4

10




Table of Contents

Less Than 12 Months 12 Months or Greater Total
in il Gross Gross Gross
(inmillions) Unrealized Unrealized Unrealized
as of September 30, 2014 Fair Value Losses Fair Value Losses Fair Value Losses
SIPs $ 156.¢4 $ 27 $ 15 $ (02 $ 157.¢  $ (2.9
Mortgage-backed securities — agency residential
4. — 11.€ (0.2) 15.€ (0.2)
Total $ 160.¢ $ 27 $ 131 $ 03 $ 1735 $ (3.0)

The Company recognized $1.0 million and $0.6 millaf other-than-temporary impairment during theeéhmonths endeecember 3:
2014 and 2013, all of which related to availaldedale SIPs, except for $0.2 million related toestinvestments during the 2013 period.

At December 31, 2014 , contractual maturities @ilable-for-sale debt securities were as follows:

(in millions) Cost Basis Fair Value

Due in one year or less $ 26 9 2.€

Due after one year through five years 6.€ 6.€
Total $ 92 ¢ 9.4

Mortgagebacked securities are not included in the tablevalas their actual maturities may differ from cantual maturities becat
issuers may have the right to call or prepay okibga.

Note 6— Fair Value Measurements

The disclosures below include details of the Comgfmffiair value measurements, excluding those of difeged SIPs and consolida
VIEs. See Note 8 -Variable Interest Entities and Consolidated Sposdoinvestment Products for information related &ir fvalue
measurements of the assets and liabilities of thesges.

The Company uses a thrksel fair value hierarchy that prioritizes the utp to valuation techniques used to measure féirevidased ¢
whether the inputs to those valuation techniquesolservable or unobservable. The three levelasiof/&lue hierarchy are set forth below.
Companys assessment of the hierarchy level of the asadtfiabilities measured at fair value is determibeded on the lowest level input 1
is significant to the fair value measurement ireitsirety.

Level 1 Unadjusted quoted prices in active marf@tsdentical assets or liabilities.

Level 2 Observable inputs other than Level 1 qdiqteices, such as ndiinding quoted prices for similar assets
liabilities in active markets; quoted prices foemdical or similar assets or liabilities in mark#tat are not activi
or inputs other than quoted prices that are obbésvar corroborated by observable market data. IL2\iotec
prices are generally obtained from two independieind-party brokers or dealers, including prices derifrean
modelbased valuation techniques for which the significassumptions are observable in the marke
corroborated by observable market data. Quoteadprice validated through price variance analysissexjuer
sales testing, stale price review, price comparesmoss pricing vendors and due diligence reviefnthiod-party
vendors.

Level 3 Unobservable inputs that are supported by little nor market activity. These inputs require signifit
management judgment and reflect the Compaagtimation of assumptions that market particepardguld use il
pricing the asset or liability.

11
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Assets and liabilities measured at fair value oacarring basis were as follows:

(in millions)

as of December 31, 2014 Level 1 Level 2 Level 3 Total

Assets

Investment securities, trading $ 1,189.. $ 8L: $ — ¢ 1,270.

Investment securities, available-for-sale
SIPs 541.¢ — — 541.¢
Securities of U.S. states and political subdivision — 8.7 — 8.7
Securities of the U.S. Treasury and federal agencie — 0.7 — 0.7
Mortgage-backed securities — agency residential — 17.2 — 17.2
Other equity securities 1.2 5.1 — 3

Life settlement contracts — — 14.2 14.2
Total Assets Measured at Fair Value $ 1,732.. % 113.C % 142 % 1,859.

Liabilities

Contingent consideration liabilities $ — 3 — 3 100.7 $ 100.7

(in millions)

as of September 30, 2014 Level 1 Level 2 Level 3 Total

Assets

Investment securities, trading $ 1,196.. $ 814 $ — ¢ 1,277t

Investment securities, available-for-sale
SIPs 517.€ — — 517.¢
Securities of U.S. states and political subdivision — 11.2 — 11.2
Securities of the U.S. Treasury and federal agencie — 0.7 — 0.7
Mortgage-backed securities — agency residential — 17.¢ — 17.¢
Other equity securities 1.7 4.¢ — 6.€

Life settlement contracts — — 14.C 14.C
Total Assets Measured at Fair Value $ 1,715.c $ 1162  $ 14.0C % 1,845.¢

Liabilities

Contingent consideration liabilities $ — 3 — 3 98t $ 98.t

The fair values of substantially all trading invasnts, all available-fogsale SIPs and certain other equity securities etershined bast
on their published net asset values. The fair \wabfecertain trading investments, all availabledale debt securities and certain other e
securities are determined using quoted market qri€available, or independent thipgrty broker or dealer price quotes, which are i@atek
for reasonableness. The fair value of life settiehoentracts is determined using a discounted flaghvaluation technique.

The fair value of contingent consideration lialt is determined using an incomased method which considers the net present vé
anticipated future cash flows. Substantially alltteé balance relates to the Compangbmmitment to acquire the remaining interestk2
Advisors Holdings, LLC.

There were no transfers between Level 1 and Leyel hto or out of Level 3, during the three mantimded December 31, 20aAc
2013.

12
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The changes in Level 3 assets and liabilities nreasat fair value on a recurring basis were ag¥at
2014 2013
(in millions) _ Continger)t _ Con'tinger]t
Life Settlement Consideration Life Settlement Consideration

for the three months ended December 31, Contracts Liabilities Contracts Liabilities
Balance at beginning of period $ 14.C $ (98.5) $ 13.¢ $ (97.7)
Total realized and unrealized gains (losses)

Included in investment and other income, net 0.€ — 0.7 —

Included in general, administrative and other espen — (9.9 — (5.9

Other — (0.2 — (0.3
Purchases 0.1 — 0.1 —
Sales — — (0.7) —
Settlements (0.5 7.1 — 2.7
Effect of exchange rate changes — 0.2 — —

Balance at End of Period $ 142 % (100.7) $ 13¢ % (101.2)
Change in unrealized gains (losses) included inrmeetme relating to asset

and liabilities held at end of period $ 02 % 9.5) % 02 % (6.2

The valuation techniques and significant unobsdevaiputs used in recurring Level 3 fair value mgaments were as follows:

(in millions)

as of December 31, 2014 Fair Value Valuation Technique Significant Unobservable Inputs Range (Weighted Average)

Life settlement contracts $ 14.z Discounted cash flow Life expectancy 22-148 months (71)
Discount rate 3.3%-19.0% (11.7%)

Contingent consideratic 100.7 Discounted cash flow AUM growth rate 2.9%-19.8% (11.3%)

liabilities EBITDA margin 21.7% - 29.6% (28.0%)
Discount rate 14.0%

(in millions)

as of September 30, 2014 Fair Value Valuation Technique Significant Unobservable Inputs Range (Weighted Average)

Life settlement contracts $ 14.C Discounted cash flow Life expectancy 23-150 months (71)
Discount rate 3.3%-21.7% (11.7%)

Contingent consideratic 98.t Discounted cash flow AUM growth rate 3.4%—-20.2% (12.8%)

liabilities EBITDA margin

Discount rate

21.9%-30.4% (28.2%)
14.0%

For life settlement contracts, a significant inseddecrease) in the life expectancy or the didcoate in isolation would result in

significantly lower (higher) fair value measurement

For contingent consideration liabilities, a sigedfint increase (decrease) in the AUM growth rateEBITDA margin, or decrea
(increase) in the discount rate, in isolation wondslult in a significantly higher (lower) fair vaumeasurement.

Financial instruments that were not measured avéue were as follows:

December 31, 2014

September 30, 2014

Fair Value Carrying Estimated Carrying Estimated
(in millions) Level Value Fair Value Value Fair Value
Financial Assets
Cash and cash equivalents 1 $ 7,758 $ 7,758.( $ 7,476 $ 7,476.
Other investments 2o0r3 141.¢ 150.2 75.€ 87.¢
Financial Liabilities
Debt 2 1,198.: 1,239.! 1,198.: 1,235.¢

! Primarily consist of Level 3 assets.
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Note 7— Debt

The disclosures below include details of the Comfsadebt, excluding that of consolidated SIPs aadsolidated VIEs. See Note-8
Variable Interest Entities and Consolidated Spaggsdnvestment Products for information relatechsdebt of these entities.

Debt consisted of the following:

December 31, September 30, Effective
(in millions) 2014 2014 Interest Rate
$250 million 3.125% notes due May 2015 $ 250.C $ 250.( 3.32%
$300 million 1.375% notes due September 2017 299.1 299.( 1.6€%
$350 million 4.625% notes due May 2020 349.¢ 349.¢ 4.7/%
$300 million 2.800% notes due September 2022 299.¢ 299.¢ 2.9%%
Total Debt $ 1,198.0 $ 1,198.;

At December 31, 2014 , the Company’s outstandingosaunsecured and unsubordinated notes had aregajgr face value df1.z
billion . The notes have fixed interest rates witterest payable semainnually and contain an optional redemption feathe¢ allows th
Company to redeem each series of notes prior tarihatn whole or in part at any time, at a makhele redemption price. The indentt
governing the notes contain limitations on the Canys ability and the ability of its subsidiaries t@@fe voting stock or profit participati
equity interests in its subsidiaries to secure rottebt without similarly securing the notes equallyd ratably. The indentures also incl
requirements that must be met if the Company cafetels or merges with, or sells all or substantiall of its assets to, another entity.
December 31, 2014 , the Company was in complianttetiie covenants of the notes.

At December 31, 2014 , maturities for debt weréoHdsws:

(in millions)
for the fiscal years ending September 30, Amount
2015 $ 250.(
2016 —
2017 299.1
2018 —
2019 —
Thereafter 649.2
Total $ 1,198.:

At December 31, 2014 , the Company had $500.0aniltéf shortterm commercial paper available for issuance uladeuncommitte
private placement program which has been inactiveesApril 2012 .

Note 8- Variable Interest Entities and Consolidated Sponsard Investment Products

The Company sponsors and manages various types@$tment products, which consist of both VIEs and-VIEs. The Compar
consolidates the VIE products for which it is therary beneficiary and the ndvlE products which it controls. The Company hasight tc
the consolidated productassets, other than its direct equity investmerth@m, and/or investment management fees earnedtfrem. Th
debt holders of these consolidated entities haveenourse to the Compamyassets beyond the level of its direct investmivet,efore th
Company bears no other risks associated with ttigeshliabilities.
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The balances of consolidated SIPS and consoliddted included in the Company’condensed consolidated balance sheets w
follows:

December 31, 2014 September 30, 2014
Consolidated Consolidated
(in millions) SIPs VIEs Total SIPs VIEs Total
Assets
Cash and cash equivalents $ 60.6 $ 66.6 $ 127.: $ 4¢3 742 $ 119.:
Receivables 14.€ 9.C 23.€ 16.Z 23.C 39.2
Investments, at fair value 996.¢ 754.1 1,750.¢ 1,373, 788.< 2,162.:
Other assets 0.€ — 0.€ 0.7 — 0.7
Total Assets $ 1,072¢ % 829.7 $ 1,902. $ 1435¢ $ 885.7 $ 2,321.
Liabilities
Accounts payable and accrued expenses $ 16.2 % 22 $ 39.C $ 18 $ 35 % 53.¢
Debt (at fair value at September 30, 2014) — 795.k 795.k — 828.t 828.t
Debt 105.7 — 105.7 122.: — 122.:
Other liabilities 12.5 — 12.5 12.4 — 12.4
Total liabilities 134.2 818.: 952.t 153.2 863.¢ 1,017.(
Redeemable Noncontrolling Interests 74.C — 74.C 234.¢ — 234.¢
Stockholders’ Equity
Franklin Resources, Inc.’s interests 285.( 11.¢ 296.¢ 436.5 21.¢ 458.¢
Nonredeemable noncontrolling interests 579.¢ — 579. 611.C — 611.C
Total stockholders’ equity 864.4 11/ 875.¢ 1,047t 21.¢ 1,069..
Total Liabilities, Redeemable Noncontrolling
Interests and Stockholders Equity $ 1,072¢ ¢ 829.1 $ 1,902. $ 1,435! $ 885.71 $ 2,321.

The consolidated SIPs and consolidated VIEs dichage a significant impact on net income attriblgab the Company during thbree
months ended December 31, 2014 and 2013 .

Consolidated S Ps

Consolidated SIPs consist of limited partnershipd similar structures that the Company controls aiter fund products in which t
Company has a controlling financial interest. Thrmmpany consolidated 29 SIPs as of December 31, 2abd 30 SIPs as &eptember 3
2014. SIPs are typically consolidated when the Compaakes an initial investment in a newly launcheddfn limited partnership entil
They are deconsolidated when the Company redeanigviestment in the SIP or its voting interestsrdase to a minority percentage.
Company’s investments in SIPs subsequent to detidason are accounted for as trading or availdblesale investment securities, or eq
method or cost method investments depending ondhee of the SIP and the Company’s level of owmprs

Consolidated VIEs

Consolidated VIEs consist of sponsored CLOs, which assebacked financing entities collateralized by a poblcorporate del
securities.

The assets and liabilities of the CLOs were bothied at fair value through September 30, 20T4e Company adopted new accour
guidance on October 1, 201#hder which the liabilities are measured basedhenfair value of the assets. Changes in the fdiregaof th
assets and liabilities prior to the adoption of legv accounting guidance were as follows:

(in millions)

for the three months ended December 31, 2013 Amount

Net gains from changes in fair value of assets $ 13.4

Net losses from changes in fair value of liabititie (7.7)
Total Net Gains $ 5.7
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During the three months ended December 31, 204 Company recognized $5.3 milliai net gains related to its own econo
interests in the CLOs. There was no net gain a tesulting from changes in the values of the asmed liabilities of the CLOs as a resul
the new accounting guidance.

The following tables present information on theagstments and debt of the CLOs:

(in millions)

as of December 31, 2014 Investments

Unpaid principal balance $ 759.¢

Difference between unpaid principal balance andvalue (5.5
Fair Value $ 754.]

(in millions)

as of September 30, 2014 Investments Debt

Unpaid principal balance $ 787.1 $ 861.¢

Difference between unpaid principal balance andvalue 1.2 (33.9)
Fair Value $ 788.2 $ 828.t

The unpaid principal balance of the debt of the Glvias $825.5 million at December 31, 20IPhere were no investments 90 day
more past due at December 31, 2014 or Septemb&03a,.

Investments

Investments of consolidated SIPs and consolidaté® onsisted of the following:

December 31, 2014 September 30, 2014
Consolidated Consolidated
(in millions) SIPs VIEs Total SIPs VIEs Total
Investment securities, trading $ 2145 % — $ 214 $ 249.¢ % — 3 249.¢
Other debt securities 151.¢ 754.1 905.7 205.¢ 788.¢ 994.(
Other equity securities 630.7 — 630.7 918.t — 918.t
Total Investments $ 996.¢ $ 754.] $ 1,750.5 $ 1,373." $ 788.4 $ 2,162.:

Investment securities, trading held by consolid&@#@ls consist of debt and equity securities thatti@ded in active markets. Other (
and equity securities held by consolidated SIPmgrily consist of direct investments in secured andecured debt securities and ec
securities of entities in emerging markets, whioh generally not traded in active markets. Otheritgcsecurities also include investment
funds that are not traded in active markets. Imaests of consolidated VIEs consist of corporate deburities.

Debt

Debt of consolidated SIPs and consolidated VIEsisted of the following:

Effective Effective
December 31, Interest September 30, Interest
(in millions) 2014 Rate 2014 Rate
Debt of consolidated SIPs due fiscal years 2015201 $ 105.7 41(% $ 122.: 3.81%
Debt of consolidated VIEs due fiscal years 20184202 795.5 1.48% 828.t 1.4%
Total Debt $ 901.2 $ 950.¢

The debt of consolidated SIPs had both fixed aoditifhg interest rates ranging from 2.19% to 5.81%ecember 31, 2014and fron
2.19% to 5.89% at September 30, 201Bhe repayment of amounts outstanding under thé @greements is secured by the assets 1
consolidated SIPs or a pledge of the right to caiital.

The debt of consolidated VIEs had floating interasts ranging from 0.46% to 9.73% at DecembeRB14 and September 30, 2014 .
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At December 31, 2014 , contractual maturities feintcbf consolidated SIPs and consolidated VIEs wsr®llows:

(in millions)
for the fiscal years ending September 30, Amount
2015 $ 34.C
2016 —
2017 28.4
2018 224.¢
2019 330.¢
Thereafter 283.c
Total $ 901.2

Fair Value Measurements

The tables below present the balances of asset$iadnilities of consolidated SIPs and consolidatd&s measured at fair value ol
recurring basis.See Note 6 — Fair Value Measurements for informatiated to the three levels of fair value hiengrc

(in millions)
as of December 31, 2014 Level 1 Level 2 Level 3 Total
Assets
Cash and cash equivalents of consolidated VIEs $ 66.6 $ — $ — 3 66.€
Receivables of consolidated VIEs — 9.C — 9.C
Investments of consolidated VIEs — 753.7 0.4 754.]
Investments of consolidated SIPs
Equity securities 131.¢ 26.2 602.¢ 760.¢
Debt securities 2.4 82.C 151.€ 236.(
Total Assets Measured at Fair Value $ 200.¢ % 870.¢ $ 754.¢  $ 1,826.!
Liabilities
Other liabilities of consolidated SIPs $ 47 $ — 3 — 4.7
(in millions)
as of September 30, 2014 Level 1 Level 2 Level 3 Total
Assets
Cash and cash equivalents of consolidated VIEs $ 74 $ —  $ — ¢ 74.C
Receivables of consolidated VIEs — 23.C — 23.C
Investments of consolidated VIEs — 787.¢ 0.t 788.¢
Investments of consolidated SIPs
Equity securities 149.¢ 304.( 614.c 1,068..
Debt securities 2.4 96.¢ 206.: 305.t
Total Assets Measured at Fair Value $ 226.¢ % 1,211 % 821.1 $ 2,259.¢
Liabilities
Accounts payable and accrued expenses of consadid4Es $ — $ 35.: 9 — ¢ 35.2
Debt of consolidated VIES — 781.: 47.2 828.t
Other liabilities of consolidated SIPs 4.C 0.€ — 4.€
Total Liabilities Measured at Fair Value $ 4C $ 8172 $ 472 $ 868.
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The investments in fund products for which fairuealwas estimated using reported net asset valuA\("N as a practical expedit
consisted of the following:

December 31, September 30,

(in millions) Redemption Frequency Fair Value Level 2014 2014
Global fixed-income fund Monthly 2 $ — $ 275.1
Hedge funds Monthly or quarterly 2 26.1 27.2
Real estate and private equity funds Nonredeemable 3 409.¢ 392.:
Hedge funds Triennially 3 1.1 1.2
Total $ 436.¢ $ 695.¢

The investments in real estate and private equitgls are expected to be returned through distabsitas a result of liquidations of
funds’ underlying assets over a weighted-averagegef 3.6 years and 3.9 years at December 314 201d September 30, 2014The
consolidated SIPs’ unfunded commitments to theselduotaled $128.0 million and $139.2 million atcBmber 31, 2014 anSeptember 3
2014 , of which the Company was contractually aiikgl to fund $2.8 million and $3.1 million baseditsrownership percentage in the SIPs.

There were no transfers between Level 1 and Lewdirihg the three months ended December 31, 20Mkre were no transfers il
Level 2 from Level 1, and transfers into Level drfr Level 2 were $0.1 million during the three manéimded December 31, 2013 .

The changes in Level 3 assets and liabilities nrealsat fair value on a recurring basis were agWat

Investments of

(in millions) Consolidated SIPs '2‘2)‘?23%%2 gf IL‘\’};' 3 Coﬁs(,e(?lf do;te g
for the three months ended December 31, 2014 Equity Debt VIEs Assets VIEs
Balance at October 1, 2014 $ 614.2 % 206.2 % 0t % 821.1 % (47.2)
Adjustment for adoption of new accounting guidance — — — — 47.2
Realized and unrealized gains (losses) included in

investment and other income, net 8.3 3.¢ (0.2) 12.1 —
Purchases 47.: 1.7 — 49.C —
Sales (65.7) (57.2) — (122.9) —
Settlements — (0.6) — (0.6) —
Effect of exchange rate changes (2.0 (2.5 — (4.5) —

Balance at December 31, 2014 $ 602.¢ $ 151¢ $ 04 $ 754.¢ 3 —

Change in unrealized gains (losses) included in net
income relating to assets and liabilities held at
December 31, 2014 $ 2€ % 3€ % 0.2) % 6.1 $ =

Investments of

(in millions) Consolidated SIPs "é‘genssfgggtzgf LTe ‘\’/tgl' 5 COE;% do;te J
for the three months ended December 31, 2013 Equity Debt VIEs Assets VIEs
Balance at October 1, 2013 $ 470.¢ $ 272 % 0t $ 7437 $ (59.7)
Realized and unrealized gains (losses) included in

investment and other income, net (3.7 (27.9) — (31.9 7.5
Purchases 50.2 22.2 — 72.4 —
Sales (15.€ (13.9 — (29.5) —
Effect of exchange rate changes 0.8 i1g — 2.3 —

Balance at December 31, 2013 $ 502.¢ $ 254.¢ % 0t $ 7578 $ (52.2)

Change in unrealized gains (losses) included in net
income relating to assets and liabilities held at
December 31, 2013 $ (393 $ (28.¢) $ — 3 (32.) % 7.5
There were no transfers into or out of Level 3 ngithe three months ended December 31, 2014 argl.201
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The valuation techniques and significant unobsdevaiputs used in recurring Level 3 fair value mgaments were as follows:

(in millions)
as of December 31, 2014 Fair Value Valuation Technique Significant Unobservable Inputs Range (Weighted Average)
Debt securities $ 151.¢ Discounted cash flow  Discount rate 3.6%—-18.0% (10.1%)
Risk premium 0.0%—-8.0% (2.4%)
Equity securities 150.« Market qomparable EBITDA multiple 3.1-11.0 (8.0)
companies
Discount for lack of marketability 25.0%-50.0% (33.2%)
22.C Discounted cash flow  Discount rate 6.3%—-20.0% (13.4%)
19.7 Market pricing Price to book value ratio 1.8-2.8 (2.3)
(in millions)
as of September 30, 2014 Fair Value Valuation Technique Significant Unobservable Inputs Range (Weighted Average)
Debt securities $ 206.: Discounted cash flow  Discount rate 3.6%—-18.0% (11.9%)
Risk premium 0.0%—-8.0% (1.9%)
Equity securities 152.¢ Market qomparable EBITDA multiple 3.1-11.0 (8.0)
companies
Discount for lack of marketability 25.0%-50.0% (33.2%)
38.1 Discounted cash flow  Discount rate 6.0%—-20.0% (16.9%)
29.6  Market pricing Price to book value ratio 1.8-2.8(2.1)

Level 3 debt securities held by consolidated Skisisted of corporate loans and notes, mezzanaresland convertible debentures,
equity securities consisted primarily of common areferred shares at December 31, 2014 and Sept&dp2014 .

The fair values of Level 3 assets and liabilitleattwere determined based on NAV or tha@tty pricing information are excluded fr
the above two tables. At December 31, 2014 andeS8epr 30, 2014 , the asset exclusions consist&d 1.7 million and $393.5 millioof
investments in various funds held by consolidatis$or which fair value was estimated using NAVagsractical expedient. ABeptember 3
2014 , $47.2 million of debt of consolidated VIBatwas valued using third-party broker or deaterepquotes was also excluded.

Following are descriptions of the sensitivity oéthevel 3 recurring fair value measurements to gharin the significant unobserva
inputs presented in the above tables.

For securities utilizing the discounted cash floaluation technique, a significant increase (de&gamsthe discount rate, risk premiun
discount for lack of marketability in isolation widuresult in a significantly lower (higher) fair e measurement. The discount for lac
marketability used to determine fair value may ude other factors such as liquidity or credit ri6lenerally, a change in the discount ra
accompanied by a directionally similar change mrikk premium and discount for lack of marketapili

For securities utilizing the market comparable cames valuation technique, a significant increaeeiease) in the EBITDA multiple
isolation would result in a significantly higheower) fair value measurement. A significant inceeédecrease) in the discount for lacl
marketability in isolation would result in a sigiadintly lower (higher) fair value measurement. Tigcount for lack of marketability used
determine fair value may include other factors satiquidity or credit risk.

For securities utilizing a market pricing valuatitathnique, a significant increase (decrease)arptite to book value ratio would re
in a significantly higher (lower) fair value measorent.
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Financial instruments of consolidated SIPs and alideted VIES that were not measured at fair vakeee as follows:

December 31, 2014 September 30, 2014
Fair Value Carrying Estimated Carrying Estimated
(in millions) Level Value Fair Value Value Fair Value
Financial Assets
Cash and cash equivalents of consolidated SIPs 1 $ 60.c $ 60.c $ 44¢<¢ 3 44.¢
Financial Liabilities
Debt of consolidated VIES 2o0r3 795.5 783.< — —
Debt of consolidated SIPs 3 105.7 104.1 122.: 122.(

! Substantially all is Level 2.

Redeemable Noncontrolling Interests

Changes in redeemable noncontrolling interestopn$alidated SIPs were as follows:

(in millions)

for the three months ended December 31, 2014 2013

Balance at beginning of period $ 234¢ 3 121.¢

Net (loss) income (6.9 9.4

Net subscriptions 1.C 114t

Net deconsolidations (155.0 (91.9)
Balance at End of Period $ 740§ 153.¢

Non-consolidated VIESs

VIEs for which the Company is not the primary béciafy consist of sponsored and other investmeodycts from which the Compa
earns investment management fees and/or in whidgsian equity ownership interest.

The carrying values of the investment managemestt feceivable from and the equity ownership intsresthese VIEs included in t
Company’s condensed consolidated balance sheetetaf@th below. These amounts represent the Coppanaximum exposure to loss fr
these investment products.

December 31, September 30,

(in millions) 2014 2014
Receivables $ 48.: $ 49.¢
Investments 196.¢ 202.(
Total $ 2447 $ 251.¢

The Company’s total AUM of non-consolidated VIEss#&0.6 billion at December 31, 2014 and $42.4obilat September 30, 2014 .

While the Company has no contractual obligatiord®oso, it routinely makes cash investments in tharse of launching SIPs. T
Company also may voluntarily elect to provide itBPsSwith additional direct or indirect financialpport based on its business objectives.
Company did not provide financial or other supporits SIPs during fiscal year 2014 or the threeths ended December 31, 2014 .

Note 9— Commitments and Contingencies

Legal Proceedings

The Company is from time to time involved in littgm relating to claims arising in the normal caucf business. Management is of
opinion that the ultimate resolution of such claiwi not materially affect the Comparg/business, financial position, results of operetio
liquidity. In management’s opinion, an adequateraaichas been made as of December 31, 20Fovide for any probable losses that
arise from such matters for which the Company coedgonably estimate an amount.
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Other Commitments and Contingencies

At December 31, 2014there were no changes that would have a matdfidt on the other commitments and contingenaesnted il
the Company’s Form 10-K for fiscal year 2014 .

Note 10— Stock-Based Compensation

Stock awards generally entitle holders to the righsell the underlying shares of the Companydmmon stock once the awards
Stock unit awards generally entitle holders to nez¢he underlying shares of common stock onceathiards vest. Certain performanuase
longterm stock and stock unit awards have been grahtdgenerally vest based on the achievement afepeemined Company financ
performance goals. In the event a performance measunot achieved at or above a specified thresleoslel, the portion of the award tiec
such performance measure is forfeited.

Stock and stock unit award activity was as follows:

Weighted-Average

Grant-Date

(sharesin thousands) Shares Fair Value
Nonvested balance at October 1, 2014 347 % 48.5¢
Granted 2,63¢ 55.6¢
Vested (525) 41.8¢
Forfeited/canceled (123 41.6(
Nonvested Balance at December 31, 2014 5461 g 52.8(

Total unrecognized compensation cost related toested stock and stock unit awards, net of estinmideitures, was $233.7 millioa
December 31, 2014 . This cost is expected to hmgreézed over a remaining weighted-average vestangpg of 2.1 years .

Note 11— Other Income (Expenses)
Other income (expenses) consisted of the following:

Three Months Ended
December 31,

(in millions) 2014 2013
Investment and Other Income, Net
Dividend income $ 22 % 3.1
Interest income 2.C 2.3
Gains (losses) on trading investment securitiels, ne (3.0 3.4
Realized gains on sale of investment securitiesijave-for-sale 4.€ 19.€
Realized losses on sale of investment securitiesladle-for-sale (0.9 (0.€)
Income from investments in equity method investees 6.7 24.¢
Other-than-temporary impairment of investments (1.0 (0.6)
Gains (losses) on investments of consolidated Sits, 2.¢ (5.9
Gains from consolidated VIEs, net 5.8 5.7
Foreign currency exchange gains (losses), net 23.c (20.5)
Other, net 8.€ 6.2
Total 51.7 48.2
Interest Expense (11.9) (12.¢)
Other Income, Net $ 40.2 % 35.€

Substantially all of the Company’s dividend incoarel realized gains and losses on sale of avaifablgale securities were generate:
investments in its nonensolidated SIPs. Interest income was primarilpegated by trading investment securities and caghvalents
Proceeds from the sale of available-for-sale sgesnvere $36.5 million and $125.6 million for ttieee months ended December 31, 28id
2013.
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Net gains (losses) recognized on the Company’dngathvestment securities that were held at DecerBbe 2014 and 2018vere
$(3.0) million and $1.9 million. Net gains (losses) recognized on trading investnsecurities of consolidated SIPs that were hé
December 31, 2014 and 2013 were $(5.9) million®t@ 0 million .

Note 12 — Accumulated Other Comprehensive Income Iss)

Changes in accumulated other comprehensive inclwsg) by component were as follows:

(in millions) Unrealized Gains Currency Unrealized Gains
(Losses) on Translation (Losses) on Definel
for the three months ended December 31, 2014 Investments Adjustments Benefit Plans Total
Balance at October 1, 2014 $ 31C $ (143.¢ $ 5.1 % (117.7%)
Other comprehensive income (loss) before reclasgifins, net
of tax 3.C (61.5) 1.C (57.5)
Reclassifications to net investment and other ireomet of tax (3.2 — — (3.2
Total other comprehensive income (loss) (0.2 (61.5) 1.C (60.7)
Balance at December 31, 2014 $ 30 % (205.)) $ (41 % (178.9
T Unrealized Gains Currency Unrealized Losses
(inmillions) (Losses) on Translation on Defined Benefit
for the three months ended December 31, 2013 Investments Adjustments Plans Total
Balance at October 1, 2013 $ 71¢ % (63.2) $ (26 $ 6.1
Other comprehensive income (loss) before reclassifins, net
of tax 0.¢ 8.1 (1.9 7.7
Reclassifications to net investment and other ineamet of tax (20.9 — — (20.9
Total other comprehensive income (loss) (10.0 8.1 (1.9 (3.2
Balance at December 31, 2013 $ 61 $ (55.0) § B9 $ 2.8

Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations.

Forward-Looking Statements

In this section, we discuss and analyze the resfiltsperations and financial condition of FrankiResources, Inc. (“Franklin"and it:
subsidiaries (collectively, the “Company”). In atigin to historical information, we also make stagens relating to the future, called “forward-
looking” statements, which are provided under thafé harbor’protection of the U.S. Private Securities LitigatiReform Act of 199!
Forward-looking statements are generally writterihi@ future tense and/or are preceded by words aschwill,” “may,” “could,” “expect,”
“believe,” “anticipate,” “intend,” “plan,” “seek,™estimate”or other similar words. Moreover, statements tipgicalate about future events
forward-looking statements. These forwdmdking statements involve a number of known ankhomwn risks, uncertainties and other impor
factors that could cause actual results and outsamaliffer materially from any future results ontcomes expressed or implied by <
forward-looking statements. You should carefullyiegv the “Risk Factorssection set forth below, which describes thesesriskcertaintie
and other important factors in more detail.

While forward-looking statements are our best ol at the time that they are made, you shouldrely on them. Forwartboking
statements are based on our current expectatiahsssumptions regarding our business, the economyotner future conditions. Beca
forward{ooking statements relate to the future, they atgest to inherent uncertainties, risks and chamgescumstances that are difficult
predict. We caution you against relying on anyhefse forwardeoking statements. They are neither statemenisstdrical fact nor guarante
or assurances of future performance. Factors antgwbat could cause our actual results to diffay mmerge from time to time, and it is
possible for us to predict all of them. If a circstamce occurs after the date of this Form 10-Qdhases any of our forwatdeking statemen
to be inaccurate, whether as a result of new inddion, future developments or otherwise, we dohase an obligation, and we undertake
obligation, to announce publicly the change to expectations, or to make any revision to our fodalaoking statements, unless requirec
law.

The following discussion should be read in conjiorcwith our Form 10-K for the fiscal year endedpenber 30, 2014 fiscal yea
2014 ") filed with the U.S. Securities and Exchar@@mmission (the “SEC")and the condensed consolidated financial statenssmtsnote
thereto included elsewhere in this Form 10-Q.
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Overview

We are a global investment management organizatiwh derive our operating revenues and net incom® foroviding investme
management and related services to investors isdjations worldwide through products that includeestment funds and institutional, h
net-worth and separately-managed accounts (col@gti our “sponsored investment products” or “S)Pdh addition to investme
management, our services include fund administragales, distribution, marketing, shareholderisemy, trustee, custody and other fiduc
services. Our SIPs and investment management ¢atddeservices are distributed or marketed to titdip globally under eight distinct bra
names: Franklif?, Templetorf®, Mutual Serie€, Bissett®, Fiduciary Trust™, Darb{, Balanced Equity Managemehand K2®. We offer ¢
broad range of SIPs under equity, hybrid, fixedeme and cash management funds and accountsdiingl alternative investment produ
that meet a wide variety of specific investmentdseef individual and institutional investors. Wealprovide suladvisory services to cert:
investment products sponsored by other companiéshwhay be sold to the public under the brand naofi¢lsose other companies or on a cc
branded basis.

The level of our revenues depends largely on thel land relative mix of assets under management18). As noted in the Risk
Factors”section set forth below, the amount and mix of AUM are subject to significant fluctuations and aayatively impact our revent
and income. The level of our revenues also dependsutual fund sales and the number of mutual &hateholder accounts. The fees cha
for our services are based on contracts with oBs 8F our clients. These arrangements could charthe future.

During the three months ended December 31, 20t global equity markets experienced volatiliyt provided positive returr
evidenced by increases of 1% in the MSCI World inded 5%in the S&P 500 Index. The overall market perfornmeabenefited from
continued rally in the U.S. equity markets, but werepered by ongoing economic growth concerns mofiiand emerging markets, incluc
political uncertainty in Greece. The global bondrkets had mixed results during the quarter, with Barclays Global Aggregate Inc
decreasing 1%s the Federal Reserve Bank ended its quantitaigeng program while interest rates remained lod @ther central ban
continued their accommodative monetary policiese ThS. dollar continued to strengthen during thartgr, while a sharp decline in oil pri
had a negative impact on the energy sector.

Our total AUM at December 31, 2014 was $880.1 dnilli, 2% lower than at September 30, 2@ essentially the same a
December 31, 2013 . Simple monthly average AUM €tage AUM") for the three months ended December2B14 increased 3%tom the
same period in the prior fiscal year.

The business and regulatory environments in whiefoperate globally remain complex, uncertain arigjesi to change. We are sub
to various laws, rules and regulations globallyt thgpose restrictions, limitations and registraticeporting and disclosure requirements or
business and add complexity to our global compéamgerations.

Uncertainties regarding economic stabilization amgrovement remain for the foreseeable future. As aontinue to confront tl
challenges of the current economic and regulatowirenments, we remain focused on the investmemnfopeance of our SIPs and
providing high quality customer service to our otie While we are focused on expense managemenyilvalso seek to attract, retain ¢
develop employees and invest strategically in systand technology that will provide a secure amtblstenvironment. We will continue
seek to protect and further our brand recognititrlevdeveloping and maintaining broker/dealer alieht relationships. The success of tt
and other strategies may be influenced by the factiscussed in the “Risk Factors” section sethforlow.

RESULTS OF OPERATIONS

Three Months Ended
December 31,

Percent
(in millions, except per share data) 2014 2013 Change
Operating revenues $ 20640 $ 2,109! 2%
Operating income 782.( 813.] (4%
Net income attributable to Franklin Resources, Inc. 566.¢ 603.¢ (6)%
Diluted earnings per share $ 091 % 0.9¢ (5)%

Operating margin * 37.%% 38.5%

! Defined as operating income divided by total opegatevenue:

Operating income decreased $31.1 million for threé¢hmonths ended December 31, 2054 compared to the same period in the
fiscal year, as revenues decreased 2% and operxtjpenses decreased 1%. AUM was relatively flat ywar year, however lower sa
resulted in decreases in both revenues and expétsegxpense decrease was largely offset by higirapensation and benefits.
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Net income attributable to Franklin Resources, tlezreased $37.4 million for the three months eriderember 31, 2014primarily dut
to the decrease in operating income.

Diluted earnings per share decreased consistehttiadgt decrease in net income, partially offseth®yitnpact of a 1%lecrease in dilute
average common shares outstanding primarily resuftom repurchases of shares of our common staokgl the twelvemonth period ende
December 31, 2014 .

ASSETS UNDER MANAGEMENT

AUM by investment objective was as follows:

December 31, December 31, Percent
(in billions) 2014 2013 Change
Equity
Global/international $ 248t % 260.¢ (5%
United States 113.1 105.: 7%
Total equity 361.¢ 365.7 (1)%
Hybrid 157.1 147.¢ 6 %
Fixed-Income
Tax-free 73.2 69.C 6 %
Taxable
Global/international 219.1 231.: 5)%
United States 62.2 58.7 6 %
Total fixed-income 354.t 359.( (D%
Cash Management 6.S 6.€ 5%
Total $ 880.1 $ 879.1 0%
Average for the Three-Month Period $ 894.1 $ 865.¢ 3%

AUM at December 31, 2014 was essentially unchariged December 31, 2013 . During the twelmenth period AUM increased
$24.6 billion of market appreciation, which wasseffby a $10.3 billion decrease due to the imphftdreign exchange revaluatio$8.1 billior
of net new outflows and $5.2 billion of net distritons.

Average AUM increased 3% during the three monthdednDecember 31, 20Xfdom the same period in the prior fiscal year, lae
currentyear period began with a higher level of AUM. AvggaAUM is generally more indicative of trends ingaue for providing investme
management and fund administration services thagdhr-over-year change in ending AUM.

Average AUM and the mix of average AUM by investinebjective are shown below.

(in billions) Average AUM Percent Mix of Average AUM
for the three months ended December 31, 2014 2013 Change 2014 2013
Equity
Global/international $ 2557 % 254.¢ 0% 29% 2%%
United States 112.( 101.¢ 10% 12% 12%
Total equity 367.% 356.¢ 3% 41% 41%
Hybrid 158.7 143.1 11% 18% 16%
Fixed-Income
Tax-free 721 71.C 2% 8% 8%
Taxable
Global/international 224.¢ 230.2 3% 25% 27%
United States 63.t 58.7 8% 7% 7%
Total fixed-income 360.¢ 359.¢ 0% 40% 42%
Cash Management 7.1 6.5 9% 1% 1%
Total $ 894.1 $ 865.¢ 3% 100% 100%
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Components of the change in AUM were as follows:

Three Months Ended
December 31,

Percent
(in billions) 2014 2013 Change
Beginning AUM $ 898.C % 8445 6 %
Long-term sales 46.7 49.¢ (6)%
Long-term redemptions (50.0 (49.7) 1%
Net cash management (0.2 (0.2 10C %
Net new flows (3.5) — NM
Reinvested distributions 15.1 9.7 5€ %
Net flows 11.€ 9.7 2C%
Distributions (7.9 (11.9) 54 %
Appreciation (depreciation) and otHer (12.7) 36.C NM
Ending AUM $ 880.1 $ 879.1 0%
! Includes impact of foreign exchange revalua
Components of the change in AUM by investment dbjeavere as follows:
(in billions) Equity Fixed-Income
Taxable Taxable
for the three months ended Global/ United Global/ United Cash
December 31, 2014 International States Hybrid Tax-Free International States Management Total
AUM at October 1, 2014 $ 261t $ 1095 $ 159.C $ 721 % 2251 $ 63¢& % 7C $ 898.(
Long-term sales 10.¢ 5.2 7.t 2.C 17.€ 3.€ — 46.7
Long-term redemptions (14.2) (6.5) (6.5) (2.2 (16.5) (4.2 — (50.0
Net exchanges (0.7 0.4 — 0.1 (0.3 (0.2 0.1 —
Net cash management — — — — — — (0.2 (0.2
Net new flows (3.9 (0.9 1.C — 0.8 (0.8 (0.2 (3.5
Reinvested distributions 4.3 2.9 1.6 0.t 3.6 0.€ — 15.1
Net flows 0.8 3.C 2.6 0.t 4.7 (0.2 (0.7) 11.¢
Distributions 4.9 (4.2 (2.2 (0.7) (4.9 (0.7) — (17.9
Appreciation (depreciatior
and othet (8.9 4.8 (2.7 1.2 (5.9 (0.7) — (12.7
AUM at December 31, 2014 $ 2485 $ 1131 $ 1570 $ 73z % 2191 $ 622 $ 6. $ 880.
! Includes impact of foreign exchange revalua
(in billions) Equity Fixed-Income
Taxable Taxable
for the three months ended Global/ United Global/ United Cash
December 31, 2013 International States Hybrid Tax-Free International States Management Total
AUM at October 1, 2013 $ 243¢ $ 97z $ 137t $ 724 % 228¢ $ 58 % 6.6 $ 8447
Long-term sales 15.1 6.1 6.5 1.¢ 15.¢ 4.2 — 49.¢
Long-term redemptions (12.9) (6.2 (4.2 (4.5 (18.9 (4.3 — (49.7)
Net exchanges 0.3 0.4 0.8 (0.8 (0.6) (0.2 0.1 —
Net cash management — — — — — — (0.7 (0.2
Net new flows 3.1 0.4 3.2 (3.9 (3.1 (0.2 — —
Reinvested distributions 3.C 2.t 1kt 0.€ 1.€ 0.t — 9.7
Net flows 6.1 2.6 4.7 (2.9 (1.5) 0.2 — 9.7
Distributions (3.9 (2.7) (1.7) (0.8 (2.2 (0.6) — (12.9)
Appreciation and othér 13.7 7.6 7.2 0.2 6.2 0.7 — 36.(
AUM at December 31, 2013 $ 2604 $ 1055 $ 147¢ $ 69.0C $ 231 $ 587 % 6.6 $ 879.1

! Includes impact of foreign exchange revalua
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AUM decreased $17.9 billion or 2% during the quageded December 31, 2014 , primarily due to $H8libn of market depreciatic
and other, which includes a $4.6 billion decrease @ the impact of foreign exchange revaluation, $3.5 billionof net new outflows. Tt
market depreciation occurred primarily in globaktimational and hybrid products, partially offsgtdppreciation in U.S. equity products,
reflected mixed returns in global markets, withreases in the MSCI World index of 1% and the S&B Blalex of 5%, while the Barclay
Global Aggregate Index decreased 1%he foreign exchange revaluation was primarilg do strengthening of the U.S. dollar agains
Canadian dollar, Euro and Australian dollar. Loagxt sales decreased 6% to $46.7 billion , as cosdparthe priorrear period, primarily du
to lower sales of global/international equity proth) partially offset by higher sales of globakimtational fixed-income products. LotepAr
redemptions increased 1% to $50.0 billicess higher redemptions of hybrid and equity préslwere substantially offset by lower redempt
of fixed-income products.

AUM increased $34.4 billion or 4% during the quakeded December 31, 2013 , primarily due to $86l@n of market appreciatic
and other. Positive returns in global markets, ewikd by increases in the MSCI World and S&P 5@@xes of 8% and 11%resulted i
market appreciation across all investment objestiveost significantly in equity and hybrid products

Average AUM by sales region is shown below.

Three Months Ended
December 31,

Percent
(in billions) 2014 2013 Change
United States ;
$ 587.7 $ 559.¢ 5 %
International
Europe, the Middle East and Africa 145.¢ 150.% 3%
Asia-Pacific 92.7 88.7 5%
Canada 38.1 37.7 1%
Latin America 29.¢ 29.2 2%
Total international 306.¢ 306.% 0%
Total $ 894.1 % 865.¢ 3%

t Latin America sales region includes North Amerieaséd advisors serving noasident client:

Due to the global nature of our business operationgstment management and related services magti@rmed in locations unrelai
to the sales region.

Investment Performance Overview

A key driver of our overall success is the laegn investment performance of our SIPs. A standadsure of the performance of tt
investment products is the percentage of AUM exicgetlenchmarks and peer group medians. The investpeformance of our taxal
fixed-income products has been strong with AUM érextly outperforming the benchmarks and peer groagdians for the one-, three-, five-
and ten-year periods ended December 31, 2014 gbal/international fixedacome funds generated notable results with att 18@% o
AUM exceeding the benchmarks and at least 94% oMAdéXceeding the peer group medians for the thifiaee; and tenyear periods. |
addition, 100% of AUM in our tax-free fixed-incompeoducts exceeded the peer group median for thgeganperiod. The performance of
hybrid products in comparison to the benchmarks p@er group medians has declined from Septembe@D4 primarily due to low:
performance in the ongear period by the Franklin Income Fund, which espnts 70% of the hybrid category. The performafiacair equit
products has mostly lagged the benchmarks andgpeep medians during the periods presented.
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The performance of our products against benchnaripeer group medians is presented in the tabevbe

Benchmark Comparison Peer Group Comparison*
% of AUM Exceeding Benchmark % of AUM in Top Two Peer Group Quartiles
as of December 31, 2014 1-Year 3-Year 5-Year 10-Year 1-Year 3-Year 5-Year 10-Year
Equity
Global/international 24% 3% 28% 50% 2€% 62% 42% 58%
United States 21% 4% 8% 31% 3% 32% 61% 46%
Total equity 23% 26% 21% 42% 31% 51% 49% 53%
Hybrid 3% 9% 9% 83% 8% 87% 95% 97%
Fixed-Income
Tax-free 83% 62% 57% 54% 86% 66% 63% 100%
Taxable
Global/international 63% 8% 87% 90% 85% 9€% 94% 9%
United States 38% 61% 62% 55% 24% 47% 45% 64%
Total fixed-income 63% 7% 76% 75% 7% 8C% 78% 93%

! The peer group rankings are sourced from Lippd@h@mson Reuters Company, Morningstar or eVestnmeaach funds market and were based or
absolute ranking of returns. 8015 Morningstar, Inc. All rights reserved. Theommhation herein: (1) is proprietary to Morningséard/or its contel
providers; (2) may not be copied or distributed] &8) is not warranted to be accurate, completinmaely. Neither Morningstar nor its content provis
are responsible for any damages or losses ariging dny use of this information.

AUM measured in the benchmark and peer group raskiepresents 90% and 85% of our total AUM as ofebwber 31, 2014 The
benchmark comparisons are based on eachdurtlirn as compared to a market index that has $mected to be generally consistent witt
investment objectives of the fund.

For products with multiple share classes, rankifogshe primary share class are applied to the@eptioduct. Private equity funds, cer
privately-offered emerging market and real estate funds, mestagement funds and funds acquired in fiscal 848 are not included. Cert
other funds and products were also excluded bea#usrited benchmark or peer group data. Had dlaita been available, the results may
been different. These results assume the reinvestieividends, are based on data available damfiary 21, 2015 and are subject to revi
While we remain focused on achieving strong loeign performance, our future benchmark and pearggrankings may vary from our p
performance.

OPERATING REVENUES

The table below presents the percentage changemaperating revenue category.

Three Months Ended
December 31,

Percent

(in millions) 2014 2013 Change
Investment management fees $ 1,382.: $ 1,373.¢ 1%
Sales and distribution fees 595.( 636.7 (7%
Shareholder servicing fees 65.¢ 76.1 (14)%
Other 21.1 22.¢ (8)%
Total Operating Revenues $ 2,064.0 $ 2,109.1 (9%

Investment Management Fees

Investment management fees are generally calculetéer contractual arrangements with our SIPs laagtoducts for which we provi
subadvisory services as a percentage of the markeevall AUM. Annual rates vary by investment objeetand type of services provid
Rates for products sold outside of the U.S. areegly higher than for U.S. products because theyssructured to compensate for cet
distribution costs.

Investment management fees increased $8.6 milborthie three months ended December 31, 2014 , plynthue to a 3%increase |
average AUM, largely offset by the impact of a lovedfective fee rate. The increase in average AUlharily occurred in the U.S. sa
region, and in the hybrid and U.S. equity investtdajectives.
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Our effective investment management fee rate (dizegbinvestment management fees divided by avefddfd) decreased to 61 l@asit
points for the three months ended December 31, 2&b4n 63.5basis points for the same period in the prior figear. The rate decrease \
primarily due to lower performance fees and higlveighting of AUM in U.S products and in lower feeogucts in the global/internatior
equity and fixedncome objectives. The rate decrease was partidibet by a change in the pricing structure in Gknaffective January
2014 which resulted in the bundling of investmeainagement and servicing fees.

Performance-based investment management fees ®darfillion and $26.0 million for the three montlisded December 31, 20afc
2013, with the decrease primarily related to fohtledge funds products.

Our product offerings and global operations aredig. As such, the impact of future changes imtheket value of AUM on investme
management fees will be affected by the relative afiinvestment objective, geographic region, disttion channel and investment vehicl
the assets.

Sales and Distribution Fees

We earn fees from the sale of certain classes B$ 8h which investors pay a commission at the tiinpurchase ¢ommissionabl
sales”).Sales commissions are reduced or eliminated on st classes and for some sale transactions adlegamon the amount inves
and the type of investor. Therefore, sales feelsclvidnge with the overall level of gross sales,dize of individual transactions, and the rele
mix of sales between different share classes grebtgf investors.

Globally, our mutual funds and certain other pradugenerally pay us distribution fees in return $ates, marketing and distribut
efforts on their behalf. Specifically, the majority U.S.tegistered mutual funds, with the exception of aeribf our money market mut
funds, have adopted distribution plans under Rake 1 (the “Rule 12b-1 Plansfjromulgated under the Investment Company Act 0f0134he
Rule 12b1 Plans permit the mutual funds to pay us for mamge marketing support, advertising, printing aades promotion services relat
to the distribution of their shares, subject to fRele 12b-1 Planslimitations on amounts based on average daily ngtMA Similar
arrangements exist for the distribution of our n$. funds.

We pay substantially all of our sales and distidoufees to the financial advisers and other intstiaries who sell our SIPs to the pu
on our behalf. See the description of sales, bigtion and marketing expenses below.

Sales and distribution fees by revenue driver aesgnted below:

Three Months Ended
December 31,

Percent

(in millions) 2014 2013 Change
Asset-based fees $ 4476 $ 453.t (1)%
Sales-based fees 144.5 179.¢ (20)%
Contingent sales charges 2.t 3.4 (26)%
Sales and Distribution Fees $ 595.C $ 636. (0%

Asset-based distribution fees decreased $5.7 miftio the three months ended December 31, 2014ta@e$14.2 million decreasa
distribution fees related to non-U.S. productstiplly offset by an $8.5 million increase relatedU4.S. products. The decrease in fees from no
U.S. products primarily resulted from an 8% deceeassthe related average international AUM, pdstiaffset by a higher mix of equi
products. The increase fees from U.S. products primarily resulted fran2% increase in the related average U.S. AUM ahigjlzer mix o
hybrid products. Equity and hybrid products typigglenerate higher distribution fees than fixedeime products.

Sales-based fees decreased $35.1 million for theetimonths ended December 31, 2014 primarily dua #8% decreass total
commissionable sales, partially offset by a higher of U.S. product commissionable sales. U.S. potsltypically generate higher sales
than non-U.S. products. Commissionable sales repted 10% and 12% of total sales for the three hsorhded December 31, 20&Ac
2013.

Contingent sales charges are earned from investi@mptions within a contracted period of time. Ehelsarges are levied only on cer
shares sold without a front-end sales charge, andwith the mix of redemptions of these shares.

Shareholder Servicing Fees

We receive shareholder servicing fees as compensdtir providing transfer agency services, whicklude providing custom
statements, transaction processing, customer seaid tax reporting. These fees are generally fxerges per
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shareholder account that vary with the particyfpetof fund and the service being rendered. In siostances, we charge SIPs these fees
on the level of AUM. In the U.S., transfer ageneyvice agreements provide that accounts closedccalesdar year generally remain billabl
a reduced rate through the second quarter of fl@Miag calendar year. In Canada, such agreeméatswere in place through December
2013 provided that accounts closed in the calepear remain billable for four months after the efidhe calendar year. Accordingly, the le
of fees varies with the change in open accountstamdevel of closed accounts that remain billablehange to the pricing structure in Car
effective January 1, 2014 resulted in the bundbhgnvestment management and servicing fees, thereshareholder servicing fees are
longer charged to SIPs in Canada.

Other services include tax planning and prepardtoimdividual and trust clients, for which fee® grimarily account based, and tru:
services, for which fees are based on the levald.

Shareholder servicing fees decreased $10.3 mifborithe three months ended December 31, 20gdmarily due to the change in
structure in Canada.

Other

Other revenue decreased $1.8 million for the thmeaths ended December 31, 2Q1g@rimarily due to the termination of our bank
business in fiscal year 2014.

OPERATING EXPENSES
The table below presents the percentage changemaperating expense category.

Three Months Ended
December 31,

Percent

(in millions) 2014 2013 Change
Sales, distribution and marketing $ 731t $ 776.7 (6)%
Compensation and benefits 375.k 349.( 8%
Information systems and technology 51.2 50.2 2%
Occupancy 34.: 33.1 4%
General, administrative and other 89.¢ 87.4 3%
Total Operating Expenses $ 12820 $ 1,296 ()%

Sales, Distribution and Marketing

Sales, distribution and marketing expenses prisn&ohsist of payments to financial advisers, bridesalers and other third parties
providing services to investors in our SIPs, inalgdmarketing support services. Sales expensededeemined as percentages of sales ar
incurred from the same commissionable sales tréinsacthat generate sales fee revenues. Distrib@xpenses are determined as percen
of AUM and are incurred from assets that generabeedistribution fees or higher levels of investmh management fees. Marketing sug
expenses are based on AUM, sales or a combindtévedf. Also included is the amortization of dedersales commissions related tofrgnt
commissions on shares sold without a frentt sales charge to investors. The deferred salesntssions are amortized over the perioc
which commissions are generally recovered fromtedlaevenues.

Sales, distribution and marketing expenses byardatr are presented below.

Three Months Ended
December 31,

Percent

(in millions) 2014 2013 Change
Asset-based expenses $ 567.¢ $ 578.t (2%
Sales-based expenses 133.% 164.( (18)%
Amortization of deferred sales commissions 30.2 34.2 (12)%
Sales, Distribution and Marketing $§ 731f §  776. (6)%

Asset-based expenses decreased $10.9 million #ortittee months ended December 31, 2014 due to & Bf#ion decreasen
distribution expense related to non-U.S. prodyzastially offset by a $9.9 million increagedistribution expense related to U.S. products
$5.5 million increase in marketing support expef$e decrease in expense related to non-U.S. pt®duc
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primarily resulted from an 8% decrease in the eglatverage international AUM, partially offset byhigher mix of equity products. T
increase in expense related to U.S. products pilynrassulted from a 3% increase in the related agerU.S. AUM and a higher mix of hyh
products. Equity and hybrid products typically hdngher expense rates than fixiedome products. The increase in marketing supgqéns
was primarily due to higher average U.S. AUM.

Distribution expenses, which are typically higher fionU.S. products, are generally not directly corralatéth distribution fee revenu
due to international fee structures which proviglerécovery of certain distribution costs throughdstment management fees.

Sales-based expenses decreased $30.3 million dothtee months ended December 31, 2014 primardgytdua 23% decrease total
commissionable sales, partially offset by a highex of U.S. product commissionable sales. U.S. pectsl typically generate higher s¢
commissions than non-U.S. products.

Amortization of deferred sales commissions decre&ge0 million for the three months ended Decen®ier2014primarily due to lowe
sales of U.S. shares sold without a front-end satasge to investors.

Compensation and Benefits

Compensation and benefit expenses increased $2Bi@dnnfor the three months ended December 31, 284 to increases in varia
compensation and salaries, wages and benefitsablarcompensation increased $20.8 million primatilg to a $9.0 millioincrease in boni
expense due to higher staffing and salary levets anortization of stock and stock unit awards, &BdL million related to private equi
performance fees. Salaries, wages and benefitsased $5.7 millioprimarily due to higher staffing levels and annurarit salary adjustmer
that were effective December 1, 2014 and 2013,ighgroffset by favorable currency impacts. Varaldompensation as a percentag
compensation and benefits was 40% and 37% forhitee= tmonths ended December 31, 2014 and 2013 edérbber 31, 2014our globa
workforce had increased to approximately 9,400 eye#s from approximately 9,100 employees at DeceBihe2013 .

We continue to place a high emphasis on our papddiormance philosophy. As such, any changesantiderlying performance of ¢
SIPs or changes in the composition of our incentm@pensation offerings could have an impact onpmmeation and benefit expenses g
forward. However, in order to attract and retaienged individuals, our level of compensation aedédfit expenses may increase more qu
or decrease more slowly than our revenue.

Information Systems and Technology

Information systems and technology expenses inecc&4.0 million for the three months ended Decemfier2014primarily due t
higher external data service costs.

Details of capitalized information systems and textbgy costs are shown below.

Three Months Ended
December 31,

(in millions) 2014 2013
Net carrying value at beginning of period $ 85.f % 93.t
Additions, net of disposals 12.¢ 5.¢
Amortization (22.0) (20.¢)

Net Carrying Value at End of Period $ 864 $ 88.¢
Occupancy

We conduct our worldwide operations using a contimnaof leased and owned facilities. Occupancy esgps include rent and otl
facilities-related costs including depreciation aritities.

Occupancy expenses increased $1.2 million forhheetmonths ended December 31, 2pdisharily due to increases in rent expense
property taxes.

General, Administrative and Other

General, administrative and other operating exmepsienarily consist of fundelated service fees payable to external partieporat
travel and entertainment, advertising and promatimsts, professional fees, and other miscellanerpenses.
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Effective January 1, 2014, we assumed responygilidit certain operating expenses of our Canadiarddun exchange for an AUMase!
administration fee.

General, administrative and other operating expeimszeased $2.4 million for the three months erldedember 31, 201gdrimarily due
to Canadian fund expenses and contingent consiolerakpense for the K2 Advisors Holdings, LLC (“K24cquisition, partially offset t
lower professional fees and non-executive diretmepensation. The increase due to Canadian furehegg was $7.2 million. The chang
the fair value of the K2 contingent considerati@bility increased $3.2 million due to revised estes of K25 future revenues and prof
Professional fees decreased $5.4 million primalig to fees incurred in the prior year for varicesporate activities including the windi
down of our banking business. Non-executive dinstttompensation decreased $1.9 million primarily duéhe impact of a smaller increi
in our stock price on the deferred portion.

We are committed to investing in advertising andnpotion in response to changing business conditiand to advance our produ
where we see continued or potential new growth dppdies. As a result of potential changes in stwategic marketing campaigns, the leve
advertising and promotion expenditures may increase rapidly, or decrease more slowly, than ovemnees.

OTHER INCOME (EXPENSES)
Other income (expenses) consisted of the following:

Three Months Ended
December 31,

Percent

(in millions) 2014 2013 Change
Investment and other income, net $ 517 $ 48.2 7%
Interest expense (11.9 (12.€ (10)%
Other Income, Net $ 404 % 35.¢ 13%

Investment and other income, net consists primarfiljincome (losses) from equity method investeealized gains (losses) on salt
available-forsale investment securities, gains (losses) on imargs of consolidated SIPs and trading investrsentirities, foreign curren
exchange gains (losses) and dividend and interestrie.

Other income, net increased $4.8 million for thee¢hmonths ended December 31, 2@ténarily due to several offsetting factc
Strengthening of the U.S. dollar against the Eesuited in $23.3 million of foreign currency exchamet gains as compared$b0.5 millior
of net losses in the prior year. In addition, highmarket valuations of securities held by consaédaSIPs resulted in $2.9 milliasf gains a
compared to $5.3 million of losses in the prior ryeéEhese increases were substantially offset b$Eh2 million decrease in income frc
equity method investees, a $14.5 million decreaseet realized gains on sale of available-for-saleurities, and $3.0 millioaf net losses ¢
trading investment securities as compared to $3lbmof net gains in the prior-year period.

Significant portions of the net gains (losses) ofisplidated SIPs are offset in noncontrolling iests in our condensed consolidi
statements of income.

Our investments in SIPs include initial cash inwemtts made in the course of launching mutual fumd @ther investment prodt
offerings, as well as investments for other busimeasons. The market conditions that impact ouMAdimilarly affect the investment incol
earned or losses incurred on our SIPs investments.
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The consolidated cash, cash equivalents and ineessportfolio by investment objective at Decentiier 2014, including assets
consolidated SIPs and variable interest entitig$H5"), was as follows:

Assets of
Trading Percent of Consolidated
Percent of Securities Total SIPs and VIEs
Total Total Included in Trading Included in Total  Percent of
(in millions) Portfolio Portfolio Portfolio Securities Portfolio Total
Cash and Cash Equivalents $ 7,885 64% $ — 0% $ 127.2 7%
Investment Securities
Equity
Global/international 658.% 6% — 0% 599.¢ 32%
United States 9.€ 0% — 0% — 0%
Total equity 668.: 6% — 0% 599.¢ 32%
Hybrid 291.¢ 2% 0.t 0% 82.7 1%
Fixed-Income
Tax-free 8.7 0% — 0% — 0%
Taxable
Global/international 636.€ 5% 82.t 6% 286.1 15%
United States 1,991.: 16% 1,187. 94% 781.¢ 42%
Total fixed-income 2,636.¢ 21% 1,269.¢ 100% 1,068.¢ 57%
Total Investment Securities 3,596.: 29% 1,270. 100% 1,750.¢ 93%
Other Investments 807.¢ 7% — 0% — 0%
Total Cash and Cash Equivalents and
Investments $ 12,289. 10% $ 1,270. 10(% $ 1,878.: 10C%

Investments of consolidated SIPs and VIEs are gdlgaassigned a classification in the table aboaseld on the investment objective
the consolidated entity holding the securities. ddtimvestments include $577.3 milli@f investments in equity method investees that
securities that are subject to market valuatioksrand primarily have a global/international equityestment objective.

TAXES ON INCOME

As a multinational corporation, we provide many of our seggifrom locations outside the U.S. Some of thessdigtions have lowt
tax rates than the U.S. The mix of fiee-income subject to these lower rates, when aggee with income originating in the U.S., produe
lower overall effective income tax rate than exigtU.S. federal and state income tax rates.

Our effective income tax rate was 31.1% and 29.8%dtie three months ended December 31, 2014 an8 .20he rate increase w
primarily due to higher forecasted earnings in kigtax jurisdictions and an increase in foreigmagys subject to U.S. taxes, partially offse
lower net losses attributable to noncontrollingiests.

In certain countries our income is subject to redutax rates due to tax rulings. One of these galiexpired on September 30, 2k
was replaced with a new ruling at a higher tax @teOctober 1, 2014. The higher tax rate is es@thab increase income tax expensi
approximately $25 million for the current fiscalaye However, it is reasonably possible that sucheiase for the current fiscal year ma
offset by the recognition of tax benefits as a tesfthe expiration of statutes of limitationsvarious U.S. and non-U.S. tax jurisdictions.

The effective income tax rate for future reportjmgriods will continue to reflect the relative cabtrtions of nonu.S. earnings that ¢
subject to reduced tax rates and that are notmilyrimcluded in U.S. taxable income. Changes inrtdes in these jurisdictions may affect
effective income tax rate and net income.

32




Table of Contents

LIQUIDITY AND CAPITAL RESOURCES
Cash flows were as follows:

Three Months Ended
December 31,

(in millions) 2014 2013
Cash Flow Data
Operating cash flows $ 572.¢ % 324.5
Investing cash flows 90.t 115.¢
Financing cash flows (327.9 (72.5)

Net cash provided by operating activities increadgdng the three months ended December 31, 2@b4pite a decrease in net incc
primarily due to a net decrease in trading se@sitf consolidated SIPs, as compared to a netaserm the prior year. Net cash provide:
investing activities decreased mainly due to netipases of investments, compared to net liquidatiorthe prior year, and lower liquidatio
net of purchases, of investments by consolidatdes\partially offset by net liquidations of investnts by consolidated SIPs as compar
net purchases in the prior year. Net cash useidamdcing activities decreased primarily due tonegiemptions and distributions in consolidi
SIPs by noncontrolling interests, as compared tcubscriptions in the prior year, a decrease podis following termination of our banki
business in fiscal year 2014, and net paymentsebhlzy consolidated SIPs as compared to net predaedte prior year.

The assets and liabilities of our consolidated Sfd consolidated VIEs attributable to thpdrty investors do not impact our liquic
and capital resources. We have no right to thesedtmlated entitiesassets, other than our direct equity investmetitém, and/or investme
management fees earned from them. The debt hadfi¢hese consolidated entities have no recourseit@assets beyond the level of our di
investment, therefore we bear no other risks aatetiwith the entitiediabilities. Accordingly, the assets and liabilgi®f our consolidate
SIPs and consolidated VIEs, other than our dimagtstments in them, are excluded from the amourdsiascussion below.

Our liquid assets and debt consisted of the folhguwi

December 31, September 30,
(in millions) 2014 2014
Assets
Cash and cash equivalents $ 7,758.( $ 7,476.¢
Receivables 903.1 910.¢
Investments 2,229.¢ 2,239..
Total Liquid Assets $ 10,890. $ 10,626.
Liabilities
Debt $ 1,198.: $ 1,198.:
Liquidity

Liquid assets consist of cash and cash equivalemtgjvables, and certain investments. Cash artd egqsivalents primarily consist
cash on hand, deposits with financial institutiommney market funds, securities of U.S. governnspotisored enterprises and the
Treasury, and time deposits. Liquid investmentssistnof trading and available-f@ale securities, investments in equity method itrees
consisting of mutual fund SIPs, direct investmemtedeemable consolidated SIPs, and time depeghsmaturities greater than three months

Cash and cash equivalents at December 31, 201dased from September 30, 20ddmarily due to net cash provided by opers
activities. The percentages of cash and cash dguigaheld by our U.S. and non-U.S. operations V@@ and 63% at December 31, 2014
and 36% and 64% at September 30, 2014 .

We utilize a significant portion of our liquid asseo satisfy operational and regulatory requiret®ieand fund capital contributic
relating to our SIPs. Certain of our subsidiariesraquired by our internal policy or regulationmaintain minimum levels of capital which
partially maintained by retaining cash and cashivadents. As a result, such subsidiaries may beicesd in their ability to transfer cash
their parent companies. Also, as a multi-natior@poration, we operate in various locations outsifleahe U.S. Certain of our ndd:-S
subsidiaries are subject to regulatory or contaatepatriation restrictions or requirements. Stedtrictions and requirements limit our abi
to transfer cash between various internationasglictions, including repatriation to the U.S. Shibwle require more capital in the U.S. the
generated domestically, we could elect to
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reduce the level of discretionary activities, sashshare repurchases, or we could elect to refgafuture earnings from nad-S. jurisdiction
or raise capital through debt or equity issuanaatdin of these alternatives could result in higkféective tax rates, increased interest exg
or other dilution to our earnings. At December 2014 , our U.S. and non-U.S. subsidiaries held8 . million and $1,943.2 millioof liquid
assets to satisfy operational and regulatory reqeénts and capital contributions to our SIPs, aspewed to $1,716.8 million arR,047.
million held at September 30, 2014 . Included iestth amounts were U.S. and rdrs. liquid assets that were restricted from transf
Franklin and other subsidiaries of $85.9 milliord &845.8 million at December 31, 2014 and $86.8aniland $354.5 million aSeptember 3
2014 .

Capital Resources

We believe that we can meet our present and reboftaeseeable operating cash needs and futurengtoments through existing liqu
assets, continuing cash flows from operations, abidity to issue debt or equity securities and baing capacity under our uncommit
private placement program.

In prior fiscal years, we issued senior unsecuretiumsubordinated notes for general corporate pepdaedeem outstanding notes
to finance an acquisition. At December 31, 2014,198.3 million of the notes were outstanding waih aggregate face value $1,200.!
million . The notes consist of $250.0 million isduat a fixed interest rate of 3.125% per annumctvimature in May 2015$%$300.0 millior
issued at a fixed interest rate of 1.375% per anmimich mature in 2017 , $350.0 million issued dixad interest rate of 4.625%er annur
which mature in 2020 and $300.0 million issued fixed interest rate of 2.800% per annum whichureatn 2022 .

Interest on the notes is payable semitually. The notes contain an optional redempléature that allows us to redeem each seri
notes prior to maturity in whole or in part at a&inge, at a makaevhole redemption price. The indentures governimgrtbtes contain limitatio
on our ability and the ability of our subsidiariespledge voting stock or profit participating eguinterests in our subsidiaries to secure ¢
debt without similarly securing the notes equalhg aatably. The indentures also include requiresémat must be met if we consolidate
merge with, or sell all of our assets to, anothmity As of December 31, 2014 , we were in comm@&with the covenants of the notes.

At December 31, 2014 , we had $500.0 million ofrsterm commercial paper available for issuance umdfeuncommitted priva
placement program which has been inactive sincd 2pt2.

Our ability to access the capital markets in a ynmeanner depends on a number of factors, includimgcredit rating, the condition
the global economy, investorgillingness to purchase our securities, interess,acredit spreads and the valuation levels oftgquarkets. |
we are unable to access capital markets in a timelyner, our business could be adversely impacted.

Uses of Capital

We expect that our main uses of cash will be te@stin and grow our business, acquire shares of@umon stock, invest in our Si
fund property and equipment purchases, pay opegratipenses of the business, enhance technolo@gsinfcture and business processes
stockholder dividends and repay and service debt.

We declare and pay dividends on a quarterly biéesdeclared a regular cash dividend of $(p&bshare and a special cash divider
$0.50 per share during the three months ended Dmmedd, 2014 , and a regular cash dividend of $@dr2share during the threeonth:
ended December 31, 2013Ve currently expect to continue paying comparabtgilar cash dividends on a quarterly basis tdédrsl of ou
common stock depending upon earnings and otheramiéactors.

We maintain a stock repurchase program to managedquity capital with the objective of maximizingaeholder value. Our stc
repurchase program is effected through regular -oparket purchases and private transactions in aanoed with applicable laws a
regulations. During the three months ended Decel®beR014 and 2013 , we repurchased 2.7 million Z28dmillion shares of our comm:
stock at a cost of $151.2 million and $137.1 millioln December 2013, our Board of Directors au#igat the repurchase of up36.0 millior
additional shares of our common stock under thekstepurchase program. At December 31, 2014 , @ilibn shares remained available
repurchase under the program, which is not sulbjegh expiration date.

During the three months ended December 31, 20142648 , we invested $21.6 million and $82.5 millionet of redemptions, in c
SIPs.

The funds that we manage have their own resourcasable for purposes of providing liquidity to nmeghareholder redemptiol
including securities that can be sold or provideéhtvestors as ikind redemptions, and lines of credit. While we é&o contractual obligatit
to do so, we may voluntarily elect to provide thads with direct or indirect financial support béi&a our business objectives.
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CONTRACTUAL OBLIGATIONS, COMMITMENTS AND CONTINGENT  LIABILITIES

At December 31, 2014 there were no material changes outside the andicaurse of business in our contractual obligat
commitments and contingent liabilities that are swarized in our Form 10-K for the fiscal year en@sptember 30, 2014 .

CRITICAL ACCOUNTING POLICIES

Our consolidated financial statements and accormnipgmpotes are prepared in accordance with accayptimciples generally accep
in the United States of America, which require tise of estimates, judgments, and assumptions fieat the reported amounts of assets
liabilities at the date of the financial statemeatsl the reported amounts of revenues and expehsey the periods presented. Tt
estimates, judgments, and assumptions are affégtexlir application of accounting policies. Actuabults may differ from those estime
under different assumptions. The following are upddo our critical accounting policies disclosedvianagemens Discussion and Analysis
Financial Condition and Results of Operations infeorm 10-K for the fiscal year ended September2804 .

Consolidation

We consolidate our subsidiaries and SIPs in whiehhave a controlling financial interest. We haweatrolling financial interest wh
we own a majority of the voting interest in an gntir are the primary beneficiary of a VIE. We atsmsolidate noIE limited partnershig
and similar structures that we control.

Our VIEs are all investment entities and our vdaalbterests consist of our equity ownership in/andnvestment management f
earned from these entities. As of December 31, 20delwere the primary beneficiary of three CLOd amo other SIP VIEs.

Fair Value Measurements

We record a substantial amount of our investmenfaiavalue or amounts that approximate fair vatuea recurring basis. We us
threelevel fair value hierarchy that prioritizes the i to valuation techniques used to measure failevdased on whether the inputs to tl
valuation techniques are observable or unobservable

As of December 31, 2014 , Level 3 assets reprede?ito of total assets measured at fair value, substnadll of which related t
investments of consolidated SIPs in equity and delurities of entities and funds that are notedagh active markets. Level 3 liabilit
consisted of contingent consideration liabilitiesl aepresented 96% of total liabilities measurefdiatvalue at December 31, 201Zhere wer
no transfers into or out of Level 3 during the threonths ended December 31, 2014 .

Goodwill and Other Intangible Assets

Subsequent to our annual impairment tests as olugtug), 2014, there were no impairments to goodavillndefinitedived intangible
assets as we determined no events occurred onm@tances changed that would more likely than roidge the fair value of our reporting t
below its carrying value, or indicate that our ifidie-lived intangible assets might be impaired.

We test definite-lived intangible assets for impant quarterly. As of December 31, 2Qlthe undiscounted future cash flow project
for $46.3 million , or 57% , of our definite-liveidtangible assets exceeded their carrying valueatdgast 65% We estimated the futt
undiscounted cash flows for these assets using Ajddvth rates ranging from (5)% to 6% . As of DecemBl, 2014, a decline in the:
assets’ related AUM of 40%ould cause us to evaluate whether their fair vaugelow the carrying value. The undiscountedriittash flov
projections for substantially all of the remainiagsets exceeded their carrying values by 15%. Thaseno impairment of definitéved
intangible assets during the three months endeérleer 31, 2014 .

Revenues

Investment management fees, other than performlaased fees, and distribution fees are determineddban a percentage of AU
primarily on a monthly basis using average daily MUPerformancdsased investment management fees are based onnpanfie targe
established in the related investment managemaenttasis. AUM is generally based on the fair valfi¢he underlying securities held by S
and is calculated using fair value methods deriwémharily from unadjusted quoted market prices,djasted independent thiggarty broker c
dealer price quotes in active markets, or markieepror price quotes adjusted for observable prioeements after the close of the prin
market. The fair values of the underlying secusitfer which market prices are not readily availahte internally valued using varic
methodologies which incorporate unobservable inpsts

35




Table of Contents

appropriate for each security type. As of Decen®ier2014 , our total AUM by fair value hierarchydé was 52% Level 1, 47%evel 2 an
1% Level 3.

NEW ACCOUNTING GUIDANCE

See Note 2 — New Accounting Guidance in the nate®hdensed consolidated financial statement&m [t of Part | of this Form 10-Q.

RISK FACTORS

Volatility and disruption of the capital and credit markets, and adverse changes in the global economy, may significantly affect our results
of operations and may put pressure on our financial results. The capital and credit markets continue to expegevolatility and disruptic
worldwide. Declines in global financial market citimhs have in the past resulted in significantrdases in our assets under manage
(“AUM"), revenues and income, and future declines may nedyaimpact our financial results. Such declinesehhad and may in the futt
have an adverse impact on our results of operatesmay need to modify our business, strategiesperations and we may be subjec
additional constraints or costs in order to comjre® changing global economy and business envieottm

The amount and mix of our AUM are subject to significant fluctuations . Fluctuations in the amount and mix of our AUM miag
attributable in part to market conditions outsid@®wur control that have had, and in the future ddwve, a negative impact on our revenue:
income. We derive our operating revenues and nednie from providing investment management and edlaervices to investors
jurisdictions worldwide through products that indduinvestment funds and institutional, high-worth and separatelytanaged accour
(collectively, our “sponsored investment produats™SIPs”). The level of our revenues depends largely on tiel land mix of AUM. Ou
investment management fee revenues are primargigcdban a percentage of the value of AUM and vamh wie nature of the account
product managed. Any decrease in the value or atrafwwur AUM because of market volatility or otHactors, such as a decline in the pric
stocks, in particular market segments or in theusees market generally, negatively impacts oureraies and income. We are subjet
significant risk of asset volatility from changesthe global financial, equity and debt marketslividual financial, equity and debt mark
may be adversely affected by economic, politidakricial or other instabilities that are particularthe country or region in which a marke
located, including without limitation local acts &frrorism, economic crises, political protestsuimection or other business, social or poli
crises. Global economic conditions, exacerbatedwlay, terrorism, natural disasters or financial esischanges in the equity or c
marketplaces, unanticipated changes in currencyhamge rates, interest rates, inflation rates, theddycurve, defaults by derivati
counterparties, bond default risks, the crisis krdihe and any related sanctions, and other fathatsare difficult to predict, affect the r
market values and levels of our AUM. The funds wanage may be subject to an unanticipated large euoflredemptions as a result of s
events, causing the funds to sell securities thadg, tpossibly at a loss, or draw on any availabled of credit to obtain cash to settle t
redemptions, or settle ikind with securities held in the applicable funde\Way, at our discretion, provide financial suppora fund to enab
it to maintain sufficient liquidity in such ever@hanges in investor preferences regarding our rpopeilar investment products also cc
cause sizable redemptions and lower the value ofAdlM, which would result in lower revenue and ogémg results. Moreover, chang
market conditions may cause a shift in our assgtheiween international and U.S. assets, poteptiefulting in a decline in our revenues
income depending upon the nature of our AUM andl¢vel of management fees we earn based on our AWkI.generally derive high
investment management and distribution fees fromirtternational products than from our U.S. produeind higher sales fees from our |
products than from our international products. Aiddilly, changing market conditions may causeifi shour asset mix towards fixeidicome
products and a related decline in our revenuesiraaine, as we generally derive higher fee revemmesincome from equity products ti
from fixedincome products we manage. Further, increasestéameist rates, in particular if rapid, as well ay amcertainty in the futu
direction of interest rates, may have a negativeaich on our fixedncome products. Although the shorter durationhef bond investments
many of these products may help mitigate the istenae risk, rising interest rates or interest tatcertainty typically decrease the total re
on many bond investments due to lower market valngtof existing bonds. Any decrease in the levebr AUM resulting from marki
declines, interest rate volatility or uncertairibhgreased redemptions or other factors could neglgitimpact our revenues and income.

We are subject to extensive, complex, overlapping and frequently changing rules, regulations and legal interpretations. There i
uncertainty associated with the regulatory envirentrin which we operate. Our business is subjeextensive and complex, overlapg
and/or conflicting, and frequently changing rulesgulations, policies and legal interpretationshi@ countries in which we operate, incluc
those with respect to securities and other findringtruments, advisory, accounting, tax, compeasatthics, data protection, privacy, .
escheatment laws and regulations.

We are subject to U.S. federal securities lawse dtaws regarding securities fraud, other fedenal state laws and rules and regulat
of certain regulatory and self-regulatory organa, including those rules and regulations proratdd by,
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among others, the U.S. Securities and Exchange Gssion (“SEC”)and the New York Stock Exchange. Certain of oursiliéries are als
subject to the rules and regulations promulgatedhieySEC, the Financial Industry Regulatory Auttyorthe Commodity Futures Tradi
Commission (“CFTC™and the National Futures Association. Given oubglmperations, we are also subject to the seesirithd other laws
various non-U.S. jurisdictions and to regulationimn-U.S. regulators. In some cases, our ddsi-operations may also be subject to regul
by U.S. regulators, such as the Department ofchystiie CFTC and the SEC (for example, with resfuettte Foreign Corrupt Practices Ac
1977). We are also subject to the laws and reguiatof states and other jurisdictions regardingréperting and escheatment of unclaime
abandoned property.

Certain of our subsidiaries are registered with3B under the Investment Advisers Act of 1940,@R C and/or licensed by varic
non-U.S. regulators. In addition, many of our furads registered with the SEC under the Investmembg&ny Act of 1940 (theltivestmer
Company Act”) or authorized by various European atiter non-U.S. regulators pursuant to the Europdmion’s (“EU”) Undertakings fc
Collective Investment in Transferable Securitidd@ITS”) Directive and other nobkS. laws. These registrations, licenses and aizttan:
impose numerous obligations, as well as detailegtaijpnal requirements, on such subsidiaries aetl funds. Our subsidiaries must ¢
comply with complex tax regimes.

Financial reporting requirements, and the processastrols and procedures that have been put icepla address them, are of
comprehensive and complex. We may be adverselytaffeas a result of new or revised legislation egutations or by changes in
interpretation of existing laws and regulations. iM/imanagement has focused attention and resoorcesir compliance policies, procedt
and practices, nooempliance with applicable laws, rules, regulatjammnflicts of interest requirements or fiduciamngiples, or our inabilit
to keep up with, or adapt to, an ever changing,meriregulatory environment, could result in chiglbility, criminal liability and/or sanctior
against us, including fines and censures, injuectelief, suspension or expulsion from a particisisdiction or market or the revocation
licenses or charters, any of which could adveraéflyct our reputation, prospects, revenues anchieco

The Dodd-Frank Wall Street Reform and Consumerdetimn Act of 2010 (the “Dodd-Frank Actguthorized the establishment of
Financial Stability Oversight Council (“FSOC'the mandate of which is to identify and responthteats to U.S. financial stability. The FS
may designate non-bank financial companies as rsysadly important financial institutions (“SIFIs”which are subject to supervision i
regulation by the Board of Governors of the Fed&®aserve System. The FSOC, as well as other glalallators, including the Financ
Stability Board, are considering what threats tabgl financial stability, if any, arise from asseanagement companies and/or the funds
they manage, and whether such threats can be talidgy treating such entities as SIFls and/or stipjg them to additional regulation. To
extent that we or our funds are designated as S$kilsh regulation, which could include requiremaelated to riskeased capital, leveray
liquidity, credit exposure, stress testing, redolutplans, early remediation, and certain risk ng@m@ent requirements, could impact
business. The DodBrank Act, as well as other legislative and regulathanges, impose other restrictions and lintitegion us, resulting
increased scrutiny and oversight of our financiatviees and products. We continue to analyze theaan of the Dodd-rank Act a
implementing rules are adopted and become effectiveler the Dodd~rank Act, which imposes a number of new regulatigovernin
derivative transactions, certain categories of swage currently required, and further categorieswéps are likely to be required, to
submitted for clearing by a regulated clearing orgation and reported on a swap execution facibtyd the posting of collateral will
required for uncleared swaps. The EU is expectdthptement similar requirements soon, and thersoise risk that full mutual recogniti
may not be achieved between the U.S. and EU regiarab duplication of regulation and transactiont€asay result. These and ot
requirements are likely to impact how we manage iouestment strategies because of, among othegghian increase in the costs
expenses of utilizing swaps and other derivatitresiddition to the rulemaking mandated by the D&daRk Act, rules adopted by the CFT(
2012 removed or limited previously available exedons and exclusions from registration and regutatis a commodity pool operator |
commodity trading advisor on which we had reliegsulting in the imposition of either additional igtcation, disclosure, reporting &
recordkeeping requirements or more stringent reguénts to comply with the remaining exemptions>aiwesions for operators of certain
our registered mutual funds and other pooled vehithat use or trade in futures, swaps and othératiees considered commodity intere
and subject to regulation by the CFTC. Also, theCStas developed proposals for stricter regulatibmoney market funds that col
significantly change the structure and operatidnthase funds. We expect that such regulatory requents and developments will cause 1
incur additional administrative and compliance sost

Our subsidiaries Fiduciary Trust Company Internalo(“Fiduciary Trust”) and Franklin Templeton BagkTrust, F.S.B. (“FTB&T)
have limited their operations to trust and fidugiactivities permissible for trust companies thaalify for an exemption from the definition
“bank” under the Bank Holding Company Act of 1956. Fiduci@irust and FTB&T are subject to regulation, sumon and examination |
their respective regulators, which include the FaldBeposit Insurance Corporation (the “FDIGInd the New York State Departmen
Financial Services for Fiduciary Trust, and the ERind the Office of the Comptroller of the Currefiay FTB&T.

In addition, certain federal and state aakeover laws generally provide that no person a@uire control of Franklin, and gain indir
control of either Fiduciary Trust or FTB&T, withoptior regulatory approval. For example, beneficiahership
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of 10% or more of the voting securities of Frankiiould be presumed to constitute “contrafider the federal Change in Bank Control A«
1978. Such federal and state laws may discouragentil acquisition proposals and may delay, deteprevent a change of control
Franklin, including through transactions that s@hareholders might consider desirable.

The laws and regulations applicable to our busimgsserally involve restrictions and requirementscannection with a variety
technical, specialized, and expanding matters amt¢erns. For example, compliance with the Bank &scAct, antimoney laundering ai
Know-Your-Customer requirements, and economic and trade isasctboth domestically and internationally, haketa on heightent
importance as a result of efforts to, among othérgs, limit terrorism and actions that undermihe stability, sovereignty and territol
integrity of countries. At the same time, there basn increased regulation with respect to theeptioin of customer privacy and the nee
secure sensitive customer information. As we caetito address these requirements or focus on rgastin or expanded ones, we may ex|
a substantial amount of time and resources. Anfilibato meet these requirements, within the regditimeframes, may subject us to sanc
or other restrictions by governments and/or regusathat could adversely impact our broader busioégectives.

U.S regulatory and legislative actions and reforms have made the regulatory environment in which we operate more costly and future
actions and reforms could adversely impact our financial condition and results of operations. The federal securities laws have been augm
substantially and made significantly more complgx &mong other measures, the Sarbanes-Oxley A20@2, the Dodd-rank Act and th
USA Patriot Act of 2001. Moreover, the adoptiomefv laws or regulations and changes in the inteapom or enforcement of existing laws
regulations have directly affected, and may comtiria affect, our business. With new laws and chanigeinterpretation of existit
requirements, the associated time we must dedioatnd related costs we must incur in, meetingréigeilatory complexities of our busin
have increased. In particular, certain provisiohthe DoddFrank Act still require the adoption of implementirules. We may be requirec
invest significant additional management time aesburces to address the new regulations being edigoirsuant to the Doderank Act. Ir
addition, the SEC has proposed changes to Rulel J#bmulgated under the Investment Company Act itifcadopted, could limit our abili
to recover expenses relating to the distributioomwf funds. Outlays associated with meeting reguyatomplexities have also increased a:
expand our business into new jurisdictions. Conmgkéaactivities to meet these and other new legalirements have required us to exg
additional time and resources, and, consequentlyas@ incurring increased costs of doing busingbgh potentially negatively impacts «
profitability and future financial results. Moreayany potential accounting or reporting error, thiee financial or otherwise, if material, co
damage our reputation, adversely affect our abiiityconduct business, and decrease revenues aathend-inally, any regulatory a
legislative actions and reforms affecting the mutiuend industry, including compliance initiativesjay negatively impact revenues
increasing our costs of accessing or operatingearfinancial markets or by making certain investiadferings less favorable to our clients.

Failure to comply with the laws, rules or regulations in any of the non-U.S. jurisdictions in which we operate could result in substantial
harm to our reputation and results of operations. As with all investment management companies, otivities are highly regulated in almost
countries in which we conduct business. The regoglagnvironments of the ndd-S. jurisdictions where we conduct our busineswioere th
funds and products we manage are organized orasel@domplex, uncertain and subject to change. Lagallatory environments may vi
widely and place additional demands on our satlegstment, legal and compliance personnel. Faituommply with the applicable laws, rul
regulations, codes, directives, notices or gui@slim any of our nok).S. jurisdictions could result in a wide rangepehalties and disciplina
actions, including fines, censures and the susperai expulsion from a particular jurisdiction oarket or the revocation of licenses, an
which could adversely affect our reputation andrapens. In recent years, the nonS. regulatory environments in which we operateshsee
significant increased and evolving regulation, viehias imposed and may continue to impose additimmabliance and operational costs o
in the applicable jurisdictions. Regulators in fdrs. jurisdictions could also change their policidaws in a manner that might restric
otherwise impede our ability to offer our investrhproducts and services in their respective maysl@tsie may be unable to keep up witr
adapt to, the ever changing, complex regulatoryireqents in such jurisdictions or markets, whiduld further negatively impact c
business.

Changes in tax laws or exposure to additional income tax liabilities could have a material impact on our financial condition, results of
operations and liquidity. We are subject to income taxes as well as non-iedoased taxes, in both the U.S. and variousUh&-jurisdiction
and are subject to ongoing tax audits in the Un8.\arious nord.S. jurisdictions. Tax authorities may disagre#hveertain positions we ha
taken and assess additional taxes. We regularbsadbe likely outcomes of these audits in ordedetirmine the appropriateness of oul
provision. However, there can be no assurancentbatill accurately predict the outcomes of thesgitsuand the actual outcomes could he
material impact on our net income or financial dtéod. Changes in tax laws or tax rulings could enaily impact our effective tax rate. |
example, proposals for fundamental U.S. corpomteéform, if enacted, could change the amounaxés we are required to pay and ha
significant impact on our future results of opeyas, profitability and financial condition.

Any significant limitation, failure or security breach of our information and cyber security infrastructure, software applications,
technology or other systems that are critical to our operations could harm our operations and reputation. We are
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highly dependent upon the use of various propretard thirdparty information and security technology, softwagplications and oth
technology systems to operate our business. Walsoedependent on the effectiveness of our infaonaind cyber security infrastructt
policies, procedures and capabilities to proteat ammputer and telecommunications systems and &l tthat reside on or are transmi
through them. We use our technology to, among othieigs, support our operations, obtain securiggsing information, process clie
transactions, and provide reports and other cust@®erices to the clients of the products we mandgey inaccuracies, delays, syste
failures or security breaches in these and othecgsses could subject us to client dissatisfactioth losses. Although we take protec
measures, including measures to effectively seaf@mation through system security technology, ¢echnology systems may still
vulnerable to unauthorized access, computer virasegher events that have a security impact, sascan external hacker attack by one or |
cyber criminals (including phishing attacks atteimgtto get clients to provide confidential inforrwet) or an authorized employee or ver
inadvertently causing us to release confidentiérimation, which could materially harm our operasoand reputation. Breach of

technology systems could result in the unauthoridestlosure or modification of sensitive or confitial information; loss of valuak
information; breach of client contracts; liabilifgr stolen assets, information or identity; remédia costs to repair damage caused by
breach; additional security costs to mitigate asfaiiuture incidents; regulatory actions, and litiga costs resulting from the incide
Moreover, loss or unauthorized disclosure of caafithl customer identification information couldrimour reputation and subject us
liability under laws that protect confidential pensal data, resulting in increased costs or a dedfirour revenues or common stock price.

Further, although we take precautions to passwamtdgt and encrypt our laptops and sensitive in&tiom on our other mobile electro
devices, if such devices are stolen, misplaceeifbiuhattended, they may become vulnerable to hgosi other unauthorized use, creatil
possible security risk and resulting in potentiagstly actions by us. Most of the software appiaes that we use in our business are lice
from, and supported, upgraded and maintained lind-ffarty vendors. A suspension or termination of ¢ertd these licenses or the rele
support, upgrades and maintenance could cause tarymystem delays or interruption. In additiont ailure to properly manage and ope
our data centers could have an adverse impact phuminess. Although we have in place certain thsagcovery plans, we may experie
system delays and interruptions as a result ofrabdlisasters, power failures, acts of war, anditharty failures. Technology is subject to re
change and we cannot guarantee that our competitaysnot implement more advanced technology plat$ofor their products, which cot
affect our business. Potential system failuresreathes, or advancements in technology, and theneosssary to address them, could res
material financial loss or costs, regulatory actidoreach of client contracts, reputational harrtegal claims and liability, which in turn cot
negatively impact our revenues and income.

Our business operations are complex and a failure to properly perform operational tasks or the misrepresentation of our products and
services, or the termination of investment management agreements representing a significant portion of our AUM, could have an adver se effect
on our revenues and income. Through our subsidiaries, we provide investment agement and related services to our SIPs. In addit
investment management, our services include fundirastration, sales, distribution, marketing, slmader servicing, trustee, custody
other fiduciary services. In order to be competit@nd comply with our agreements, we must proppédsform our fund and portfol
administration and related responsibilities, inahgdportfolio recordkeeping and accounting, segupiticing, corporate actions, investm
restrictions compliance, daily net asset value ag@tons, account reconciliations, and requiredritistions to fund shareholders. In addit
the intentional or unintentional misrepresentatdbour products and services in advertising materaublic relations information, social me
or other external communications could adversefgecafour reputation and business prospects. Ouesinvent management fees, wl
represent the majority of our revenues, are depdrmefees earned under investment managementragnée that we have with the SIPs
advise. Our revenues could be adversely affectesuih agreements representing a significant pontibrour AUM are terminated
significantly altered. Further, certain of our sidiieries may act as general partner for variougstment partnerships, which may subject 1
to liability for the partnershipdiabilities. If we fail to properly perform and mibor our operations, our business could suffer amdrevenue
and income could be adversely affected.

We face risks, and corresponding potential costs and expenses, associated with conducting operations and growing our business in
numerous countries. We sell investment funds and offer investment manant and related services in many different regolgurisdiction:
around the world, and intend to continue to expand operations internationally. As we do so, wel widntinue to face challenges to
adequacy of our resources, procedures and comdratansistently and effectively operate our bussinés order to remain competitive, we nr
be proactive and prepared to implement necessapurees when growth opportunities present themselvbether as a result of a busit
acquisition or rapidly increasing business actbétin particular markets or regions. Local regujatmvironments may vary widely, as may
adequacy and sophistication of each. Similarlyalatstributors, and their policies and practicesagll as financial viability, may also v:
widely, or be inconsistent or less developed orumathan other distributors. Notwithstanding patdribngterm cost savings by increas
certain operations, such as transfer agent and btekoffice operations, in countries or regions of therl& with lower operating cos
growth of our international operations may involvearterm increases in expenses as well as additiomatataosts, such as informat
systems and technology costs and costs relatemhtpl@nce with particular regulatory or other looaduirements or needs.
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Local requirements or needs may also place additidemands on sales and compliance personnel aodroes, such as meeting Ic
language requirements, while also integrating perebinto an organization with a single operatingduage. Finding, hiring and retain
additional, wellgualified personnel and crafting and adopting pedicprocedures and controls to address localgiomal requirements rems
a challenge as we expand our operations interratjorMoreover, regulators in ndd:S. jurisdictions could also change their policiedaw:
in a manner that might restrict or otherwise impede ability to distribute or register investmembgucts in their respective markets. An
these local requirements, activities, or needsccndrease the costs and expenses we incur incfisgarisdiction without any correspondi
increase in revenues and income from operatingarjurisdiction. Recently, certain laws and regats both inside and outside the U.S. t
included extraterritorial application. This may deto duplicative or conflicting legal or regulatobyrdens and additional costs and risk:
addition, from time to time we enter into intermatal joint ventures or take minority stakes in camgs in which we typically do not he
control. These investments may involve risks, idalg the risk that the controlling stakeholder oinf venture partner may have busir
interests, strategies or goals that are incongistéh ours, and the risk that business decisianstler actions or omissions of the control
stakeholder, joint venture partner or the entisglit may result in liability for us or harm to orgputation or adversely affect the value of
investment in the entity.

We depend on key personnel and our financial performance could be negatively affected by the loss of their services. The success of o
business will continue to depend upon our key persb including our portfolio and fund managersgistment analysts, investment advis
sales and management personnel and other profalssias well as our executive officers and businessheads. Competition for qualifie
motivated, and highly skilled executives, profensis and other key personnel in the investment gemant industry remains significant. (
success depends to a substantial degree upon ibtyr @bfind, attract, retain, and motivate qua individuals, including through competit
compensation packages, and upon the continuedilmatiins of these people. Laws and regulationduding those contained in or relating
the Capital Requirements Directive of the EU, thoseently adopted under the EUAlternative Investment Fund Manager Directiveysk
required to be adopted under the Dodd-Frank Act eertain provisions of the E¥'new UCITS V Directive and Markets in Finan
Instruments Directive Il (“MiFID 11"),could impose restrictions on compensation paidifignicial institutions, which could restrict our ki
to compete effectively for qualified professionals our business grows, we are likely to need todase correspondingly the overall nun
of individuals that we employ. Moreover, in order retain certain key personnel, we may be requicethcrease compensation to s
individuals, resulting in additional expense with@u corresponding increase in potential revenues. ddhnot assure you that we will
successful in finding, attracting and retaining ljigal individuals, and the departure of key invastt personnel, in particular, if not repla
could cause us to lose clients, which could haweterial adverse effect on our financial conditi@sults of operations and business prosp

Strong competition from numerous and sometimes larger companies with competing offerings and products could limit or reduce sales of
our products, potentially resulting in a decline in our market share, revenues and income. We compete with numerous investment manage
companies, securities brokerage and investmentihgrfikms, insurance companies, banks and othemfiral institutions. Our investme
products also compete with products offered byetmsnpetitors as well as real estate investmeststrliedge funds and others. The per
establishment of new investment management compard other competitors increases the competitiah we face. At the same tir
consolidation in the financial services industrys haeated stronger competitors with greater fireneesources and broader distribu
channels than our own. Competition is based orouarfactors, including, among others, businesstatipn, investment performance, proc
mix and offerings, service quality and innovatidistribution relationships, and fees charged. P@mple, to the extent that there is a ti
among existing or potential clients in favor of lé@e passive products such as index and certaihaegetraded funds, it may favor c
competitors who provide those products over aatinamagers like us. Additionally, competing secusitieoker/dealers whom we rely upol
distribute and sell our mutual funds may also s&llr own proprietary funds and investment produetsich could limit the distribution of o
investment products. To the extent that existingpatential clients, including securities brokerigées, decide to invest in or distribute
products of our competitors, the sales of our petelas well as our market share, revenues and mommd decline. Our ability to attract ¢
retain AUM is also dependent on the relative invesit performance of our funds and other manageestment portfolios, offering a mix
SIPs that meets investor demand and our abilitpgdmtain our investment management fees and pratingture at competitive levels.

Changes in the third-party distribution and sales channels on which we depend could reduce our income and hinder our growth. We
derive nearly all of our fund sales through thiakty broker/dealers, banks, investment advisedsodiner financial intermediaries. Increas
competition for these distribution channels andutary initiatives have caused our distributiorstsato rise and could cause further incre
in the future or could otherwise negatively imp#uw distribution of our products. Pursuant to thed®Frank Act, the SEC may establ
different standards for broker/dealers in theiefattion with retail customers, which could haveirapact on sales and/or distribution cc
Higher distribution costs lower our income; condations in the broker/dealer industry could alseeaskely impact our income. Moreovet
several of the major financial advisers who distiéour products were to cease operations or mivtherwise end the distribution of
products, it could have a significant adverse inhpacour income. In addition, the U.K., the Netheds and recently the EU in MiFID Il he
adopted regimes which ban,
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or may limit, the payment of commissions to intediagies in relation to certain sales to retail oustrs, and similar regimes are ur
consideration in several other jurisdictions. Dejeg on their exact terms, such regimes may résukisting flows of business moving to |
profitable channels or even to competitors progdsnibstitutable products outside the regime. Tieer® assurance we will continue to h
access to the thirgarty broker/dealers, banks, investment advisedsadiner financial intermediaries that currentlytdigite our products,
continue to have the opportunity to offer all omsoof our existing products through them. A failtwemaintain strong business relations
with such distributors may also impair our disttibn and sales operations. Because we use brokégfdebanks, investment advisers and «
financial intermediaries to sell our products, veerat control the ultimate investment recommenabetigiven to clients. Any inability to acc
and successfully sell our products to clients tgtothirdparty distribution channels could have a negatffeceon our level of AUM, incorr
and overall business and financial condition.

Our increasing focus on international markets as a source of investments and sales of investment products subjects us to increased
exchange rate and other risks in connection with our revenues and income generated overseas. While we maintain a significant portion of «
operations in the U.S., we also provide servicesearn revenues in The Bahamas, A%mific, Europe, Canada, Latin America, the Mi
East and Africa. As a result, we are subject teitpr exchange risk through our nonS. operations. Fluctuations in the exchange ratdlse
U.S. dollar may affect our financial results fromeoperiod to the next. While we have taken stepgdace our exposure to foreign exche
risk, for example, by denominating a significantcamt of our transactions in U.S. dollars, the sgitramay change in the future as our busi
continues to grow outside the U.S. Appreciatiothef U.S. dollar could moderate revenues from mangagivestment products internation:i
or could affect relative investment performanceceitain funds invested in nd#-S. securities. In addition, we have risk assedatith th
foreign exchange revaluation of U.S. dollar balanbeld by certain nobkS. subsidiaries for which the local currency hg functione
currency. Separately, management fees that weteadnto be higher in connection with nonS. AUM than with U.S. AUM. Consequently
downturn in international markets could have a ifiggmt effect on our revenues and income. Morepgsrour business continues to gro
nonU.S. markets, any ongoing and future business, @oan social or political unrest affecting theserkeds, in addition to any dire
consequences such unrest may have on our persamhécilities located in the affected area, mayp élave a more lasting impact on the long
term investment climate in these and other aredsasa result, our AUM and the corresponding regsrand income that we generate 1
them may be negatively affected.

Harm to our reputation or poor investment performance of our products could reduce the level of our AUM or affect our sales, potentially
negatively impacting our revenues and income. Our reputation is critical to the success of ousibess. We believe that our brand names
been, and continue to be, well received both iniodustry and with our clients, reflecting the fétat our brands, like our business, are b
in part on trust and confidence. If our reputati®iarmed, existing clients may reduce amounts imeldr withdraw entirely from, funds tt
we advise or funds may terminate their managemergements with us, which could reduce the amouraWi and cause us to suffe
corresponding loss in our revenues and income.i@stment performance, along with achieving andntaaing superior distribution a
client services, is also critical to the successwfbusiness. Strong investment performance dienulates sales of our investment prodi
Poor investment performance as compared to fhartly benchmarks or competitive products could lead decrease in sales of investr
products we manage and stimulate redemptions fraistimgy products, generally lowering the overalde of AUM and reducing tt
management fees we earn. We cannot assure yopakabr present investment performance in the tmexst products we manage will
indicative of future performance. Any poor investrnperformance may negatively impact our revenuesimcome. Reputational harm or p
investment performance may cause us to lose culients and we may be unable to continue to dttraw clients or develop new busines
we fail to address, or appear to fail to addressceassfully and promptly the underlying causesmyf eeputational harm or poor investm
performance, we may be unsuccessful in repairiygesisting harm to our reputation or performancd aur future business prospects we
likely be affected.

Our future results are dependent upon maintaining an appropriate level of expenses, which is subject to fluctuation. The level of ou
expenses is subject to fluctuation and may incréasthe following or other reasons: changes inléwel and scope of our operating expe
in response to market conditions; variations inléwel of total compensation expense due to, anubher things, bonuses and merit incree
changes in our employee count and mix, and compefactors; changes in expenses and capital dasteding costs incurred to maintain :
enhance our administrative and operating servitastructure or to cover uninsured losses, antherease in insurance expenses inclu
through the assumption of higher deductibles antideinsurance liability.

Our ability to successfully manage and grow our business can be impeded by systems and other technological limitations. Our continue
success in effectively managing and growing ouiirass depends on our ability to integrate the daaiecounting, financial, information, ¢
operational systems on a global basis. Moreoveptity or developing our existing technology systdmmeet our internal needs, as we
client needs, industry demands and new regulatiyirements, is also critical for our business. @bestant introduction of new technolog
presents new challenges to us. We have an ongeigd to continually upgrade and improve our varteeginology systems, including our ¢
processing, financial, accounting, shareholderisiey and trading systems. Further, we also musprhoactive and prepared to implerr
technology systems when growth opportunities
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present themselves, whether as a result of a sssaequisition or rapidly increasing business #m#/in particular markets or regions. Th
needs could present operational issues or redtim, time to time, significant capital spendingalso may require us to reevaluate the cu
value and/or expected useful lives of our technplgstems, which could negatively impact our ressaftoperations.

Our inability to successfully recover should we experience a disaster or other business continuity problem could cause material financial
loss, loss of human capital, regulatory actions, reputational harm, or legal liability. Should we experience a local or regional disastetioe
business continuity problem, such as an earthquakeami, terrorist attack, pandemic or other redtor manmade disaster, our contint
success will depend, in part, on the safety andabitity of our personnel, our office facilitiegnd the proper functioning of our compu
telecommunication and other systems and operatiisle our operational size, the diversity of ldoas from which we operate, and
redundant backyp systems provide us with a strong advantage dhoalexperience a local or regional disaster oembusiness continui
event, we could still experience operational chmgjées, in particular depending upon how a locakgianal event may affect our human ca,
across our operations or with regard to particatgrects of our operations, such as key executfieef or personnel in our technology grc
Moreover, as we grow our operations in new geodecapygions, the potential for particular types atural or marmade disasters, politic
economic or infrastructure instabilities, or otlwauntry- or regiorspecific business continuity risks increases. Esister recovery effol
have demonstrated that even seemingly localizeditevmay require broader disaster recovery effdmteughout our operations a
consequently, we regularly assess and take stepapi@ve upon our existing business continuity plamd key management succes:
However, a disaster on a significant scale or #ffgacertain of our key operating areas within orogs regions, or our inability to successi
recover should we experience a disaster or othsiness continuity problem, could materially intgirwur business operations and ci
material financial loss, loss of human capital ulatpry actions, reputational harm, or legal lidpil

Certain of the portfolios we manage, including our emerging market portfolios, are vulnerable to significant market-specific political,
economic or other risks, any of which may negatively impact our revenues and income. Our emerging market portfolios and revenues de
from managing these portfolios are subject to $icamit risks of loss from political, economic, awmiplomatic developments, currer
fluctuations, social instability, changes in govasntal policies, expropriation, nationalizationsetsconfiscation and changes in legisle
related to nord.S. ownership. International trading markets, ipatarly in some emerging market countries, arerm&maller, less liquid, le
regulated and significantly more volatile than #hasthe U.S.

Regulatory and governmental examinations and/or investigations, litigation and the legal risks associated with our business, could
adversely impact our AUM, increase costs and negatively impact our profitability and/or our future financial results. From time to time we m:
receive requests for documents or other informatiom governmental authorities or regulatory bodieswve may become the subjec
governmental or regulatory investigations and/@mnexations, or governmental or regulatory investiges and/or examinations that have t
inactive could become active. In addition, we maynlamed in litigation. We may be obligated, andeur@lir certificate of incorporation, by-
laws and standard form of director indemnificatisgreement we are obligated under certain condijtionasve may choose, to indemr
directors, officers or employees against liabititend expenses they may incur in connection witth soatters to the extent permitted ur
applicable law. Even if claims made against usaatieout merit, litigation typically is an expensipeocess. Risks associated with legal liak
often are difficult to assess or quantify and theiistence and magnitude can remain unknown famifgdggnt periods of time. Eventt
exposures from and expenses incurred relating yditigation, investigations, examinations and Isstients could adversely impact our Al
increase costs and negatively impact our profitgbénd/or our financial results. Judgments, fimginor allegations of wrongdoing
regulatory or governmental authorities or in litiga against us or settlements with respect theretdd affect our reputation, increase our ¢
of doing business and/or negatively impact our meres, any of which could have a material negatiygeict on our financial results.

Our ability to meet cash needs depends upon certain factors, including the market value of our assets, operating cash flows and our
perceived creditworthiness. Our ability to meet anticipated cash needs depapds factors such as the market value of our assetoperatin
cash flows and our creditworthiness as perceivedebgers. If we are unable to obtain funds andnfiiray, we may be forced to inc
unanticipated costs or revise our business planghér, our access to the capital markets depeigpéfisantly on our credit ratings.
reduction in our long- or shotérm credit ratings could increase our borrowingts@nd limit our access to the capital marketdatiity in the
global financing markets may also impact our apitid access the capital markets should we seelotsod and have an adverse effec
investors’willingness to purchase our securities, interegs,acredit spreads and the valuation levels oftgguarkets. If we are unable
obtain funds and financing, or access the capitlkets in a timely manner, we may be forced to rinmanticipated costs or revise
business plans, and our business could be advénsehcted.

We are dependent on the earnings of our subsidiaries. Substantially all of our operations are conductaugh our subsidiaries. As
result, our cash flow and our ability to fund opignas are dependent upon the earnings of our sialbigisl and the distribution of earnings, Ic
or other payments by our subsidiaries. Our suhsédiaare separate and distinct legal entities
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and have no obligation to provide us with fundsdar payment obligations, whether by dividendstritigtions, loans or other payments. ¢
payments to us by our subsidiaries could be subjestatutory or contractual restrictions and ametingent upon our subsidiariesarnings an
business considerations. Certain of our subsidiare subject to regulatory restrictions which riajt their ability to transfer funds to thi
parent companies and/or our ability to repatriateds to the U.S. Our financial condition could lvexsely affected if certain of c
subsidiaries are unable to distribute funds to us.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

In the normal course of business, our financialtfprsis subject to market risk, including, but diatited to, potential loss due to chan
in the value of financial instruments including skeaesulting from adverse changes in interest,ridesign currency exchange rates and mi
valuation. Financial instruments include, but aot lmited to, investment securities and debt dtiigns. Management is responsible
managing market risk. Our Enterprise Risk Managar@@mmittee is responsible for providing a framekvtar assist management to ident
assess and manage market and other risks.

Our market risk from assets and liabilities of aitkated SIPs and consolidated VIEs is limitedhat tof our direct investments in, anc
investment management fees earned from, theséen#ccordingly, the assets and liabilities of consolidated SIPs and consolidated \
are excluded from the discussion below.

AUM Market Price Risk

We are exposed to market risk through our investmmemagement and distribution fees, which are gdiyeralculated as a percentag
the market value of AUM. Changes in equity marketegs, interest rates, credit spreads, foreign @xgh rates, or a combination of tt
factors could cause the value of AUM to declinejalvhwould result in lower investment management distribution fees. Our exposure
these risks is minimized as we sponsor a broaderahghvestment products in various global jurisidics, which serves to mitigate the img
of changes in any particular market(s) or regian(s)

Assuming the respective effective fee rates remmachanged, a proportional 10% change in the valwioaverage AUM would resi
in corresponding 10% changes in our investment gemant fees and asdmsed distribution fee revenues and expenses, dirng
performance-based investment management fees.&¢cltange for the quarter ended December 31, @@1dd have resulted in an annuali
increase or decrease in pre-tax earnings of $5a4lion .

Interest Rate Risk

We are exposed to changes in interest rates phintarough our investments in SIPs that invest ébtdsecurities, which wei®l,541..
million at December 31, 20140ur exposure to interest rate risks from investimén SIPs is minimized by the low average durag@posur
mandate of a substantial majority of the SIPs. iflvestment mandates of the remaining SIPs cons§iathyoad range of products in vari
global jurisdictions, mitigating the impact of inést rate changes in any particular market(s) giorgs). We had no exposure to change
interest rates from debt obligations at DecembeR814 as all of our outstanding debt was issudted rates.

As of December 31, 2014wve have considered the potential impact of ala¥)s point movement in market interest rates arpottfolio
of SIPs that invest in debt securities. Based aranalysis, we do not expect that such a changédatave a material impact on our opera
revenues or results of operations in the next tevetonths.

Foreign Currency Exchange Risk

We are subject to foreign currency exchange riskuph our international operations. While the mijasf our revenues are earned in
U.S., we also provide services and earn revenu&siope, The Bahamas, Adtacific, Canada, the Middle East, Africa and Latimerica
Our exposure to foreign currency exchange riskirimized in relation to our results of operatiomsce a significant portion of these rever
is denominated in U.S. dollars. This situation rahginge in the future as our business continuesoiw gutside the U.S. and expenses inct
denominated in foreign currencies increase.

The exposure to foreign currency exchange riskuinamndensed consolidated balance sheet mostigseia cash and cash equival
and investments that are denominated in foreigreaares, primarily in Euro, Indian Rupee, PoundItg and Canadian Dollar. These as
accounted for 7% of the total cash and cash e@rit@land investments at December 31, 20@Hhanges in the values of these assets res
from changes in U.S. dollar exchange rates arededdn accumulated other comprehensive incoms)(lescept for cash and cash equiva
held by subsidiaries for which the U.S. dollartie functional currency, for which the changes amorded in earnings. We also have expc
to foreign exchange revaluation of cash and caslivalgnts and investments that are denominated.$ dollars and held by ndu-S
subsidiaries for which their local currency
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is the functional currency. These assets accounte®do of the total cash and cash equivalents anelstments at December 31, 201Zhange
in the values of these assets resulting from chaimg¥.S. dollar exchange rates are recorded imiregs.

A 10% weakening of the U.S. dollar against the aasiforeign currencies to which we had exposurdeasribed above would resuli
corresponding 10% increases in the U.S. dollaresahf the foreign currency assets and 10% decréaghe foreign currency values of
U.S. dollar assets. Such a weakening as of Dece®ihed014 would result in a $71.0 milligiecrease in accumulated other comprehensiv
and a $75.0 million decrease in pgea- earnings. We generally do not use derivatimarftial instruments to manage foreign currency angt
risk exposure. As a result, both positive and rnegaturrency fluctuations against the U.S. dollaaynaffect our results of operations
accumulated other comprehensive income.

Market Valuation Risk

We are exposed to market valuation risks relateseturities we hold that are carried at fair valbe.mitigate the risks we maintai
diversified investment portfolio and, from timettme, we may enter into derivative agreements.

The following is a summary of the effect of a 10A6rease or decrease in the carrying values of inandéial instruments subject
market valuation risks at December 31, 2014f such a 10% increase or decrease in carryingegalvere to occur, the changes from tra
investment securities and direct investments irsobidated VIEs and consolidated SIPs would resuét $156.6 milliorincrease or decrease
our pre-tax earnings. The changes from availahies&te investment securities would not result ehange to other-thatemporary impairme
charges that would be material to our pre-tax egsi

Carrying Value Carrying Value

Carrying Assuming a Assuming a
(in millions) Value 10% Increase 10% Decrease
Investment securities, trading $ 1,270.c % 1,397 $ 1,143.
Investment securities, available-for-sale 574.¢ 632.2 517.:
Direct investments in consolidated VIEs and comstéd SIPs 296.4 326.( 266.¢
Total $ 2,141¢ $ 2,355 % 1,927t

Item 4. Controls and Procedures.

The Company’s management evaluated, with the [g@ation of the Companyg’ principal executive and principal financial offis, thi
effectiveness of the Company’s disclosure contaold procedures (as defined in Rules 13a-15(e) &del3(e) under the Securities Excha
Act of 1934 (the “Exchange Act”)) as of December 2014 . Based on their evaluation, the Compamyincipal executive and princi|
financial officers concluded that the Company’shisure controls and procedures as of Decembe2®HYwere designed and are functior
effectively to provide reasonable assurance thetrtformation required to be disclosed by the Comyga reports filed under the Exchange
is (i) recorded, processed, summarized, and rapavithin the time periods specified in the SECules and forms, and (ii) accumulated
communicated to management, including the princgpacutive and principal financial officers, as aygpiate, to allow timely decisio
regarding required disclosure.

There has been no change in the Company’s inteordatol over financial reporting (as defined in 8ull3a-15(f) and 1585(f) unde
the Exchange Act) that occurred during the Compafigcal quarter ended December 31, 2014at has materially affected, or is reason
likely to materially affect, the Company’s interraintrol over financial reporting.
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PART Il - OTHER INFORMATION

Item 1. Legal Proceedings.

For a description of our legal proceedings, plessethe description set forth in the “Legal Prooegs! section in Note 9 €ommitment
and Contingencies in the notes to the condensesbtidated financial statements in Item 1 of Paof this Form 10Q, which is incorporate
herein by reference.

Iltem 1A. Risk Factors.

Our Form 10-K for the fiscal year ended Septemifer2B14filed with the SEC includes a discussion of thé fectors identified by u
which are also set forth under the heading “Risktéa” in Item 2 of Part | of this Form 1Q- There are no material changes from the
Factors as previously disclosed in our Form 10-ktlie fiscal year ended September 30, 2014 .

Item 2. Unregistered Sales of Equity Securities andse of Proceeds.

The following table provides information with respeo the shares of our common stock that we réfased during the three mor
ended December 31, 2014 .

Total Number of Maximum Number
Total Shares Purchased of Shares that May

Number of Average Price as Part of Publicly Yet Be Purchased

Shares Paid per Announced Plans Under the Plans

Month Purchased Share or Programs or Programs
October 2014 628,23 $ 54.3¢ 628,23. 29,144,88
November 2014 711,00¢ $ 56.5¢ 711,00¢ 28,433,87
December 2014 1,376,06. $ 55.81 1,376,06 27,057,81
Total 2,715,30: 2,715,30:

Under our stock repurchase program, we can repsiectiaares of our common stock from time to timghaopen market and in priv.
transactions in accordance with applicable laws ragdlations, including without limitation applidatfederal securities laws. In order to
taxes due in connection with the vesting of empdogad executive officer stock and stock unit awaws may repurchase shares unde
program using a net stock issuance method. In Deee2013, we announced that our Board of Direcanithorized the repurchase of uj
30.0 million additional shares of our common stackler the stock repurchase program. At Decembe2@4 , 27.1 milliorshares remaini
available for repurchase under the program, whichat subject to an expiration date. There weraimegistered sales of equity secur
during the period covered by this report.
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Item 6. Exhibits.

Exhibit No.

3(3)(@)

3()(b)

3(i)(c)

3()(d)

3(i)(e)

3(ii)

311
31.z

32.1

32.2

101

Description

Registrant’s Certificate of Incorporation, as filkdvember 28, 1969, incorporated by reference tultix(3)(i) to the
Registrant’s Annual Report on Form 10-K for thedisyear ended September 30, 1994 (File No. 001-89¢he “1994
Annual Report”)

Registrant’s Certificate of Amendment of Certifieatf Incorporation, as filed March 1, 1985, incogied by reference
to Exhibit (3)(ii) to the 1994 Annual Report

Registrant’s Certificate of Amendment of Certifieatf Incorporation, as filed April 1, 1987, incorpted by reference to
Exhibit (3)(iii) to the 1994 Annual Report

Registrant’s Certificate of Amendment of Certifieatf Incorporation, as filed February 2, 1994, mpooated by
reference to Exhibit (3)(iv) to the 1994 Annual Rep

Registrant’s Certificate of Amendment of Certifieatf Incorporation, as filed on February 4, 2008prporated by
reference to Exhibit (3)(i)(e) to the Registrar@@sarterly Report on Form 10-Q for the period enBedember 31, 2004
(File No. 001-09318)

Registrant's Amended and Restated Bylaws (as ad@pté effective December 10, 2013), incorporateceigrence to
Exhibit 3.1 to the Registrant’s Form 8-K filed witthe SEC on December 11, 2013 (File No. 001-09318)

Certification of Chief Executive Officer pursuant$ection 302 of the Sarbanes-Oxley Act of 2002dfherewith)
Certification of Chief Financial Officer pursuamt $ection 302 of the Sarbanes-Oxley Act of 2002dfherewith)

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtio8e906 of the
Sarbanes-Oxley Act of 2002 (furnished herewith)

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtio8e906 of the
Sarbanes-Oxley Act of 2002 (furnished herewith)

The following materials from the Registrant’'s Qealt Report on Form 10-Q for the quarter ended Ddur 31, 2014,
formatted in Extensible Business Reporting Langu&@RL), include: (i) the Condensed Consolidatedt&tnents of
Income, (ii) the Condensed Consolidated Statenmr@®mprehensive Income, (iii) the Condensed Codatdd Balanc
Sheets, (iv) the Condensed Consolidated Staternéfash Flows, and (v) related notes (filed hereit
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causiedréiport to be signed on its behalf by
undersigned thereunto duly authorized.

FRANKLIN RESOURCES, INC.
(Registrant)

Date: January 30, 2015 By:/ s/ KENNETH A. L EWIS
Kenneth A. Lewis
Chief Financial Officer and Executive ViceeBident
(Duly Authorized Officer and Principal FinaalcOfficer)
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Description

Registrant’s Certificate of Incorporation, as filldvember 28, 1969, incorporated by reference taltix(3)(i) to the
Registrant’s Annual Report on Form 10-K for thedisyear ended September 30, 1994 (File No. 001-89¢he “1994
Annual Report”)

Registrant’s Certificate of Amendment of Certifieatf Incorporation, as filed March 1, 1985, incagded by reference
to Exhibit (3)(ii) to the 1994 Annual Report

Registrant’s Certificate of Amendment of Certifieatf Incorporation, as filed April 1, 1987, incorpted by reference to
Exhibit (3)(iii) to the 1994 Annual Report

Registrant’s Certificate of Amendment of Certifieatf Incorporation, as filed February 2, 1994, mpooated by
reference to Exhibit (3)(iv) to the 1994 Annual Rep

Registrant’s Certificate of Amendment of Certifieatf Incorporation, as filed on February 4, 2008piporated by
reference to Exhibit (3)(i)(e) to the Registrar@sarterly Report on Form 10-Q for the period enbedember 31, 2004
(File No. 001-09318)

Registrant's Amended and Restated Bylaws (as ad@pté effective December 10, 2013), incorporateceisrence to
Exhibit 3.1 to the Registrant’s Form 8-K filed witthe SEC on December 11, 2013 (File No. 001-09318)

Certification of Chief Executive Officer pursudn Section 302 of the Sarbanes-Oxley Act of 2(F0&d herewith)
Certification of Chief Financial Officer pursuaon Section 302 of the Sarbanes-Oxley Act of 2@F0&d herewith)

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioB8e906 of the
Sarbanes-Oxley Act of 2002 (furnished herewith)

Certification of Chief Financial Officer pursuamt18 U.S.C. Section 1350, as adopted pursuantdtio8e906 of the
Sarbanes-Oxley Act of 2002 (furnished herewith)

The following materials from the Registrant’'s Qealt Report on Form 10-Q for the quarter ended Déws 31, 2014,
formatted in Extensible Business Reporting Langu&@RL), include: (i) the Condensed Consolidatedt&tnents of
Income, (ii) the Condensed Consolidated StatenwBomprehensive Income, (iii) the Condensed Codatdd Balanc
Sheets, (iv) the Condensed Consolidated Staternéfash Flows, and (v) related notes (filed hereit
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EXHIBIT 31.1
CERTIFICATION
I, Gregory E. Johnson, certify that:
1. I have reviewed this quarterly report on Foi@aQ of Franklin Resources, In

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortaémstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statemamd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a. Designed such disclosure controls and procsdarecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b. Designed such internal control over finanagglarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamuoce with generally accepted accounting princjples

c. Evaluated the effectiveness of the registralislosure controls and procedures and presentiisi report our conclusions
about the effectiveness of the disclosure conintsprocedures, as of the end of the period coveyehis report based on
such evaluation; and

d. Disclosed in this report any change in thegtegnt's internal control over financial reportihgt occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadtf, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer analve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrdgistrant's ability to record, process, summaaizé report financial
information; and

b. Any fraud, whether or not material, that innedvymanagement or other employees who have a samiifiole in the
registrant's internal control over financial repugt

Date: January 30, 2015 Is/  GReGORY E. JOHNSON
Gregory E. Johnson

Chairman of the Board, Chief Executive Officer drésident




EXHIBIT 31.2
CERTIFICATION
I, Kenneth A. Lewis, certify that:
1. I have reviewed this quarterly report on Foi@aQ of Franklin Resources, In

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortaémstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statemamd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a. Designed such disclosure controls and procsdarecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b. Designed such internal control over finanagglarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamuoce with generally accepted accounting princjples

c. Evaluated the effectiveness of the registralislosure controls and procedures and presentiisi report our conclusions
about the effectiveness of the disclosure conintsprocedures, as of the end of the period coveyehis report based on
such evaluation; and

d. Disclosed in this report any change in thegtegnt's internal control over financial reportihgt occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadtf, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer analve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrdgistrant's ability to record, process, summaaizé report financial
information; and

b. Any fraud, whether or not material, that innedvymanagement or other employees who have a samiifiole in the
registrant's internal control over financial repugt

Date: January 30, 2015 /sl KenNETH A. L Ewis
Kenneth A. Lewis

Chief Financial Officer and Executive Vice Presitlen




EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002 (FURNISHED HEREWI TH)

I, Gregory E. Johnson, Chairman of the Board, Chiefcutive Officer and President of Franklin Resesr Inc. (the “Company”),
certify, as of the date hereof and solely for psgsoof and pursuant to 18 U.S.C. Section 1350 @sted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that, to my knowledge:

1. The Quarterly Report on Form 10-Q of the Conydan the fiscal quarter ended December 31, 20lid ‘(Report”) fully complies
with the requirements of Section 13(a) or 15(d)amglicable, of the Securities Exchange Act of 1384

2. The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations of
the Company at the dates and for the periods itetica

This Certification has not been, and shall not éended, “filed” with the Securities and Exchange @Guossion.

Date: January 30, 2015 /sl GReEGORY E. JOHNSON
Gregory E. Johnson
Chairman of the Board, Chief Executive Officer dhesident




EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002 (FURNISHED HEREWI TH)

I, Kenneth A. Lewis, Chief Financial Officer and &butive Vice President of Franklin Resources, (tite “Company”) certify, as of the
date hereof and solely for purposes of and purswal® U.S.C. Section 1350 as adopted pursuargd¢tdd 906 of the Sarbanes-Oxley Act of
2002, that, to my knowledge:

The Quarterly Report on Form 10-Q of the Conmydfan the fiscal quarter ended December 31, 204 ‘[Report”) fully complies

1.
with the requirements of Section 13(a) or 15(d)amglicable, of the Securities Exchange Act of 1384

The information contained in the Report faphgsents, in all material respects, the finan@aldition and results of operations of
the Company at the dates and for the periods itetica

This Certification has not been, and shall not éended, “filed” with the Securities and Exchange @Guossion.

/s/  KENNETH A. L Ewis

Kenneth A. Lewis
Chief Financial Officer and Executive Vice Presitlen

Date: January 30, 2015



