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Financial Highlights

As of and for the fiscal years ended September 30, 2011 2010 2009 2008 2007
Summary of Operations
(in millions)
Operating Revenues $ 7,140.0 $ 5,853.0 $ 4,194.1 $ 6,032.4 $ 6,205.8
Net Income Attributable to Franklin Resources, Inc. 1,923.6 1,445.7 896.8 1,588.2 1,772.9
Financial Data
(in millions)
Total Assets $13,775.8 $10,708.1 $ 9,468.5 $ 9,176.5 $9,932.3
Long-Term Debt 2,138.4 947.9 42.0 156.4 162.1
Franklin Resources, Inc. Stockholders’ Equity 8,524.7 7,727.0 7,632.2 7,074.4 7,332.3
Operating Cash Flows 1,621.8 1,651.0 641.4 1,409.2 1,673.6
Assets Under Management
(in billions)
Ending $ 659.9 $ 6449 $ 5234 $ 507.3 $ 645.9
Average 694.4 571.1 442.2 604.9 582.0
Per Common Share
Earnings
Basic $ 8.66 $ 6.36 $ 3.87 $ 6.68 $ 7.07
Diluted 8.62 6.33 3.85 6.62 6.99
Cash Dividends 1.00 3.88 0.84 0.80 0.60
Book Value 41.82 34.49 33.28 30.39 29.87
Employee Headcount 8,453 7,927 7,745 8,809 8,699

Corporate Profile, as of September 30, 2011

Franklin Resources, Inc. is a holding company that, together with its various subsidiaries, operates as Franklin Templeton

Investments®, a global investment management organization offering investment choices under the Franklin®, Templetone,

Mutual Series®, Bissett®, Fiduciary™ and Darby® brand names. Headquartered in San Mateo, California, we employ

approximately 8,500 people and have offices in over 30 countries. We manage $659.9 billion in assets, comprising mutual

funds and other investment alternatives for individuals, institutions, pension plans, trusts, partnerships and others. Our

common stock is listed on the New York Stock Exchange (BEN) and is included in the Standard & Poor’s 500 Index.



Performance Graph

The following performance graph compares the cumulative total stockholder return of an investment in the common stock
of Franklin Resources, Inc. for the last five years to that of the Standard & Poor’s 500 Composite Stock Price Index
(S&P 500 Index)! and the SNL U.S. Asset Manager Index (SNL Asset Manager Index)?, an index selected to replace the
Standard & Poor’s 500 Financials Index (S&P Financials Index) that was included in the performance graph for our prior fiscal
year. The SNL Asset Manager Index was selected for inclusion in the performance graph for this fiscal year because it is a
market-value weighted index of 32 asset management companies, a more appropriate comparison of company performance. The
S&P 500 Index, an index to which the company was added in 1998, consists of 500 stocks chosen for market size,
liquidity and industry group representation, and is one of the most widely used benchmarks of U.S. equity performance. The
graph assumes that the value of the investment in the company’s common stock and each index was $100 at the market close
on September 29, 2006 (the last trading day for the fiscal year ended September 30, 2006) and that all dividends were
reinvested. The following information has been obtained from sources believed to be reliable, but neither its accuracy nor its

completeness is guaranteed. The performance graph is not necessarily indicative of future investment performance.

Comparison of Five-Year Cumulative Total Return®
Cumulative Value of $100
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2006 2007 2008 2009 2010 2011

FISCAL YEAR-END DATE

2006 2007 2008 2009 2010 2011

B FRANKLIN RESOURCES, INC. $100.00 $121.16 $ 84.33 $ 97.48 $107.69 $ 97.21

B S&P 500 INDEX 100.00 116.44 90.85 84.58 93.17 94.24

B SNL ASSET MANAGER INDEX 100.00 114.53 88.82 86.70 89.77 81.01

I S&P FINANCIALS INDEX 100.00 101.79 61.82 47.31 45.97 38.41

1. Standard & Poor’s®, S&P® and S&P 500° are registered trademarks of Standard & Poor’s Financial Services LLC.

2. As of 9/30/11, the SNL Asset Manager Index comprised the following companies: Affiliated Managers Group Inc.; AllianceBernstein Holding L.P.; Apollo Global
Management LLC; Artio Global Investors Inc.; BlackRock Inc.; Blackstone Group L.P.; Brookfield Asset Management Inc.; Calamos Asset Management Inc.; Cohen &
Steers Inc.; Diamond Hill Investment Group; Eaton Vance Corp.; Epoch Holding Corp.; Federated Investors Inc.; Financial Engines Inc.; Fortress Investment Group LLC;
Franklin Resources Inc.; GAMCO Investors Inc.; Hennessy Advisors Inc.; Invesco Ltd.; Janus Capital Group Inc.; KKR & Co. L.P.; Legg Masson Inc.; Och-Ziff Capital
Management Group; Pzena Investment Management Inc.; SEI Investments Co.; T. Rowe Price Group Inc.; U.S. Global Investors Inc.; Value Line Inc.; Virtus Investment
Partners; Waddell & Reed Financial Inc.; Westwood Holdings Group Inc.; Wisdom Tree Investments Inc.

3. Data Sources: © SNL Financial LC 2011 and Bloomberg LP.

Notwithstanding anything to the contrary set forth in any of the company’s previous or future filings under the Securities Act of
1933, as amended, or the Securities Exchange Act of 1934, as amended, that might incorporate filings made by us under those
Statutes, the preceding performance graph shall not be deemed to be “soliciting material,” or to be incorporated by reference into
any prior filings or future filings made by the company under those statutes.



Dear Fellow Stockholders,

We are pleased to present the firm’s
annual results for fiscal year 2011,
which marks our 40th year as a publicly
traded company. Franklin Templeton
Investments continues to be a trusted
partner in the asset management
industry by delivering strong, long-term
investment results. We are committed
to fostering enduring relationships
and providing superior service.

Operating results for the fiscal year
ended September 30, 2011, saw
record revenue and net income.
Diluted earnings per share rose from
$6.33 last year to $8.62 for the year
ended September 30, 2011, an increase
of 36%. Long-term sales exceeded
$220 billion, which represents an
increase of more than 17% over the
previous record-breaking year in
fiscal year 2010.

Our success this year reflects the value
of our broad and diversified asset and
client base. We are not overly reliant

on any single market or investment

strategy, which we believe positions us
well to cope with changing economic
conditions and market fluctuations.

During our 60-plus-year history as a
firm, we have faced many challenges
and obstacles, and this year was no
exception. Toward the end of our fiscal
year, global markets experienced
another bout of increased volatility.
The resulting market declines have
created headwinds for us, and we
begin fiscal year 2012 with our assets
trending downward. The company’s
assets under management (AUM)

of approximately $660 billion as of
September 30, 2011, increased year-
over-year, but are below the average
AUM of approximately $714 billion
for the fourth quarter.

The significant factors contributing
to market uncertainty and investor
anxiety—including sovereign credit
fears originating in Europe, continued
deleveraging and high unemployment
in developed economies, and the pace
and extent of regulatory change

President and
Chief Executive Officer

Gregory E. Johnson

globally—will likely take time to
resolve. However, although the global
economy has important and significant
challenges to work through, we
remain unwavering in our approach
and continually strive to enhance the

value we bring to our customers.

INDUSTRY TRENDS SHAPING

OUR FUTURE

During the past several years, important
global trends and key industry
developments have emerged that

are now actively shaping our future.
We believe Franklin Templeton is
effectively positioned to fully
capitalize on these opportunities.

Addressing the needs of the growing
middle class

The emergence of the middle class in
many countries around the world will
likely be the single biggest driver of
growth for the investment management
industry—with most of this growth
generated from the expansion of

emerging economies.



LETTER TO STOCKHOLDERS

As markets open up, non-U.S. investors
are expected to transition from a
traditional savings model to investing,
similar to what happened in the
United States many years ago when
people moved their assets from
traditional banking products to mutual
funds. The forecasted growth of new
mutual fund assets under management
from outside the U.S. is expected to be
robust in the years ahead.

In developed regions, the middle class
will need to continue saving for big-
ticket items such as homes and the
cost of higher education. In developing
economies, the standard of living is
improving and the prosperity of the
middle class translates into stronger

consumers and investors.

Today, our firm reaches all corners

of the world with investors in over
150 countries. With a long-term
commitment to international markets,
a recognized global presence and a

broad range of investment solutions,

“Our success this year reflects the

value of our broad and diversified

asset and client base.”

Franklin Templeton is well positioned
to capture asset growth in economies

whose middle class is expanding.

Meeting the retirement aspirations

of aging populations

Achieving retirement aspirations is an
important topic on the minds of many
people around the world. Aging
populations, shrinking guaranteed
income sources and increasing life
expectancies will continue to fuel the
need for retirement savings.

For over half a century, Franklin Templeton
has been helping clients meet their
retirement needs. Over the years, we
have formed strategic alliances with
leading retirement product providers in
the defined contribution and variable
annuity marketplace, bringing Franklin
Templeton’s investment solutions to
individuals and plan sponsors across the
U.S. In fiscal year 2011, the company
expanded and realigned its retirement
sales team to better address the growing
and distinct opportunities in this area.

Assets Under Management (AUM)
in USD Billions

As of September 30

$646 $660

523
I $507 °
47

1% 1% 1% 1% 1%

$645

17

M Equity
B Fixed Income
B Hybrid
Cash Management
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“Franklin Templeton has always believed in the

value of active investment management and

the importance of personal financial advice.

Our ultimate goal is to deliver strong, long-term

results for investors and institutions worldwide.”

Whether investors are accumulating
retirement savings during their careers
or starting to take distributions during
retirement, they are seeking “solutions”
that can be customized to meet

their individual goals. Even beyond
retirement planning, solution-oriented
investing is gaining traction because
of its ability to address a variety of
investment challenges facing both
individuals and institutions. Thus, the
appetite for multi-asset solutions—
used to plan for retirement, stay ahead
of inflation or meet an investor’s

defined risk profile—continues to grow.

To address this need, Franklin Templeton
Multi-Asset Strategies added five new
investment professionals (for a total
of 22) to the platform’s global tactical
asset allocation group during the
fiscal year. In addition, the group
launched Franklin Templeton Global
Allocation funds for U.S. and
international investors, combining
our tactical asset allocation approach
with our traditionally strong underlying

investment strategies.

Regaining investors’ trust in the
equity markets

Recently, many observers have
questioned when investors will
embrace equities again. We expect
that a renewed focus on equities will
be gradual, and we strongly believe
investors should take a long-term
view and maintain a well-diversified
portfolio. For most investors, that
means exposure to both U.S. and

international equities.

Over the past several years, we gained
traction and increased market share
with our campaign “2020 Vision:
The Case for Equities in the Decade
Ahead.” This year, we rolled out

the next phase with the theme
“Global—The New Core,” which
emphasizes the importance of looking
for investment opportunities outside

of one’s home country.

The Franklin Templeton Global Investor
Sentiment Survey, conducted in
January 2011, polled investors in 12
countries. It revealed that half of the

respondents were planning to invest
outside their home country in 2011,
and 62% were planning to invest in
global markets over the next 10 years.
Yet, interestingly, only 34% of
respondents presently held investments
outside of their own country’s market.!
These findings point to a keen interest
and willingness among investors to
consider opportunities in the global
marketplace, which we think
represents a significant opportunity
for Franklin Templeton.

UNWAVERING FOCUS ON
INVESTMENT EXCELLENCE

Franklin Templeton has always believed
in the value of active investment
management and the importance of
personal financial advice. Our
ultimate goal is to deliver strong,
long-term results for investors and

institutions worldwide.

Investment excellence is evident in our
investment performance. In eight of
the last 10 years, Franklin Templeton
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has been ranked by Barron’s as one of
the top three U.S.-registered mutual
fund families, based on its funds’
10-year total return performance.?
Most notably, Franklin Templeton
was ranked number one for the 10-year
periods ending in 2008 and 2009—
reflecting the firm’s strength during

a very challenging time in financial
markets around the globe.

Investor preference has favored fixed
income for several years now. Our
fixed income strategies have benefited
as investors continue to globally
diversify the fixed income portion of
their portfolios. Templeton Global
Bond Fund remained our top-selling
fund this year. The fund’s portfolio
manager, Dr. Michael Hasenstab, was
named 2010 Fixed Income Manager
of the Year by Morningstar? in the
U.S. and Global Bond Fixed Income
Manager of the Year for the second
straight year by Investment Week

in the UK.

We also continued to gain traction
with our equity lineup. Our equity
fund AUM market share increased
year-over-year in both the U.S. and
internationally. In the U.S., total
equity AUM market share rose from
7.5% to 8.1%.* Franklin Rising
Dividends Fund contributed to this
increase with a very strong year
attracting new money. Internationally,
total equity AUM market share
increased from 6.8% to 7.5%.°
Templeton Asian Growth Fund was our

top-selling, cross-border equity fund.

This year, as part of our ongoing and
long-term commitment to local asset
management, we further expanded
our investment capabilities in three
important markets: the Middle East,
the United Kingdom and Australia.

Franklin Templeton has been a strategic
investor in Dubai-based asset manager
Algebra Capital since 2007. We
completed our acquisition of Algebra
in January 2011, reinforcing our
commitment to the Middle East and

AUM by Region
As of September 30, 2011

B United States ...... 65%

“ M Europe, the Middle
' East and Africa ....16%
B Asia-Pacific ... 11%
Canada ............. 4%
B | atin America ..... 4%

AUM by Client Type
As of September 30, 2011
‘ M Retail ............... 76%
M Institutional ........ 22%
M High Net Worth ... .. 2%
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North Africa region. Also in January,
we acquired Rensburg Fund
Management, an established UK equity
manager, and in July, we acquired
Balanced Equity Management, a well-
respected institutional manager in
Australia. We are extremely pleased
with these acquisitions as we continue
to deepen our presence in key markets
around the world.

Investment risk management continues
to be an integral part of our investment
success and is on the minds of investors.
It is fundamental to Franklin Templeton’s
investment process, spanning investment
selection, portfolio construction and
portfolio evaluation. This year, we
developed a proactive set of tools,
materials and communications for
financial advisors, institutional investors
and shareholders that highlights our
investment risk-management capabilities

and their value.

GLOBAL PERSPECTIVE WITH
LOCAL EXPERTISE

With a global presence in over 50
offices around the world—including
on-the-ground investment research
in over 30 locations, supported by
13 trading desks—we believe our
global perspective with local expertise

is unmatched.

While the U.S. remains a significant
and growing part of our business,
assets under management by sales
region continued to grow faster outside
of the United States. As a result of

the strong and sustained growth,
Franklin Templeton has the largest
cross-border umbrella fund, according

to Lipper.’

Our flagship cross-border group of

funds, Franklin Templeton Investment

Funds (domiciled in Luxembourg),

celebrated its 20th anniversary and
ended the fiscal year at approximately
$130 billion. At September 30, 2011,
Franklin Templeton had total long-
term, cross-border AUM market share
of 11.7%, compared to 9.1% at the
end of the previous fiscal year.’

Growth in Europe has been particularly
strong, accounting for $22 billion

in net sales during the fiscal year.
According to Lipper, Franklin Templeton
had both the best-selling bond and
equity funds in Europe in calendar
year 2010.°

Asia has also seen impressive growth.
Malaysia, for example, has been a
success story for the firm. Despite
the challenging global economic
environment in 2009, we forged
ahead and opened our office in
Kuala Lumpur that year. Since then,

Direct Reports to the Chief Executive Officer (left to right):
Kenneth A. Lewis: Executive Vice President, Chief Financial Officer; Donald F. Reed: President, Chief Executive Officer, Franklin Templeton Investments Corp. (Canada);

Craig S. Tyle: Executive Vice President, General Counsel; Gregory E. Johnson: President, Chief Executive Officer;

Jennifer M. Johnson: Executive Vice President, Chief Operating Officer; John M. Lusk: Executive Vice President, Investment Management;
William Y. Yun: Executive Vice President, Alternative Strategies; Vijay C. Advani: Executive Vice President, Global Advisory Services
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Malaysia has been one of our
fastest-growing countries, reaching
almost $2 billion in assets in less

than three years.

FINANCIAL STRENGTH & STABILITY
Our annual financial results reflect the
continued growth of the business and
our proven expense management
discipline. During times like these,

it is important to remember the
financial strength and stability that
have been pillars of our company
during our entire history. As a truly
global firm, we benefit from a business
that is diversified by investment
objective, client type and region—
much like a diversified investment

portfolio helps reduce risk.

The firm’s financial performance and
credentials illustrate the benefits of
our fiscal responsibility, which is
further highlighted by our commitment
to returning capital to stockholders in
the form of cash dividends and share
repurchases.

“With a global presence in over 50 offices

around the world...we believe our

global perspective with local expertise

is unmatched.”

This year, the Board of Directors
increased the regular quarterly cash
dividend from $0.22 per share to
$0.25 per share, a 14% increase.
Fiscal year 2011 represents the 30th

consecutive year of dividend increases.

Furthermore, shareholders have
continued to benefit from our share
repurchase program. The reduction

in the number of common shares
outstanding causes each shareowner’s
proportionate ownership interest in
the firm to increase. In fiscal year 2011,
earnings per share growth exceeded
the growth of net income attributable
to Franklin Resources, Inc. by an

incremental 3%.

VALUED PARTNER

During periods of market volatility,
we know that our investors need

to hear from us more than ever.

Franklin Templeton frequently

communicates its long-term
investment perspective to financial
advisors and shareholders. By extending
our reach through the use of technology
and engaging clients in new and
compelling ways, we are better able

to serve them as a valued partner.

Our distribution, marketing and public
relations teams collaborate closely
with our investment managers to
develop timely commentary and
investment insight. Our extensive
global web presence allows us to
deliver this information faster than
ever, through our 36 country-specific
websites and our expanded social
media tools. Social media, including
corporate blogs featuring the insights
of our investment professionals, has
been an area of focus during the past
several years to ensure we remain
current with the ways that our

investors receive news and information.
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Serving our clients and building their
trust are responsibilities we take very
seriously. We continually strive to
deliver on these commitments and
have received recognition from several
customer service rating organizations
globally. In the U.S., the service quality
provided by our call centers remained
at the high end of the industry range,
according to National Quality Review’s
performance rating. In Germany,
home to our largest European call
center, we were recognized in the top
quartile of the 64 firms participating
in the Steria Mummert yearly service
review. And in Canada, DALBAR
ranked Franklin Templeton number
one for customer service among
advisor-distributed firms for the sixth

consecutive year.

This year in the United States, we
implemented organizational changes
designed to efficiently reach the
increasing number of financial advisors
we serve. Our U.S. sales staff named
a new head of the Registered
Investment Advisor sales division and
created a new role—head of Internal
and Digital Sales. The U.S. internal
wholesaler team was recognized as
one of the industry’s best at providing
service and support, according to the
results of a 2011 advisor survey by
Cogent Research.

WELL POSITIONED FOR

ONGOING SUCCESS

Although the economic recovery
remains tenuous in many parts of
the world, and we face formidable
competitors in the markets in which
we operate, we believe that Franklin
Templeton is well positioned to take
advantage of key industry trends.

We all know that success in our
industry can come easily when the
markets are rising, but the real winners
are made when a firm can provide
value to its clients during periods of
market volatility and economic
uncertainty. Through the years, we
have earned our reputation and
generated client goodwill by employing
a patient, steady approach to uncover
investment opportunities wherever

they may be around the world.

Maintaining our momentum will take
the continued hard work of our nearly
8,500 employees worldwide. I thank
them for their tireless efforts and their
commitment to our mission and

corporate values.

On a somber note, the company
marked the 10th anniversary of
September 11, 2001. It is a day that
will be forever etched in our memories
as we continue to honor the lives of

our 97 colleagues and friends who

were lost. Our thoughts and prayers
remain with the families who
experienced such tragedy, as well as with
all those who suffered loss that day.

Looking forward, we must remain
mindful that, first and foremost, ours
is a people business. The investment
strategies that we offer help individuals
retire with security, fund higher
education, and also facilitate savings
for important goals like purchasing a
home. In that same spirit, we support
institutional investors such as pension
funds and university endowments to
meet future liabilities and spending
needs, as well as assist sovereign funds
to successfully invest on behalf of
their citizens. The asset management
industry thrives when it keeps its

focus on investors.

As such, in the year ahead, we will
remain focused on achieving quality
results, building relationships,
working with integrity, and above all,

putting clients first.

Sincerely,

rrd—

Gregory E. Johnson

President and Chief Executive Officer
Franklin Resources, Inc.

1. Survey was commissioned by Franklin Templeton Investments and conducted by ORC International. It included responses from 13,076 individuals in 12 locations: Brazil,
Chile, Mexico, Hong Kong, India, South Korea, Singapore, Germany, Italy, the UK, the U.S. and Canada. A minimum of 1,000 adults per country were surveyed.

2. Source: Barron’s, 2/5/11. For the 1-, 5- and 10-year periods ended 12/31/10, Franklin Templeton ranked 37 out of 57, 8 out of 53 and 2 out of 46. Past performance does

not guarantee future results.

3. Morningstar’s mutual fund analysts select the winner based on their assessments of fund portfolios, returns, stewardship, and their own knowledge of funds and the

managers who run them.

4. Source: Investment Company Institute; includes open-end, retail, long-term funds sold through the non-proprietary distribution channel.

5. Source: Lipper FMI; includes third-party, retail, long-term products sold internationally (cross-border) only.

Investors should carefully consider a fund’s investment goals, risks, charges and expenses before investing. To obtain a summary
prospectus and/or prospectus, which contains this and other information, for any U.S.-registered Franklin Templeton fund, investors
should talk to their financial advisors or call Franklin/Templeton Distributors, Inc. at (800) DIAL BEN®/342-5236. Please read the

prospectus carefully before investing.



Mission Statement

Franklin Templeton’s corporate values
are posted in our offices around the
globe. These are the principles that
guide how we do business, how we
treat our clients and how we work with

each other.

Our mission is to be the premier

global investment management
organization. Guided by our corporate
values and unique perspective, we
achieve this mission by offering
high-quality investment solutions,
providing outstanding service and
attracting, motivating and retaining

talented people.

Our corporate values reflect what is
most important to us as a company.
Put Clients First. We strive to know
and meet our clients’ needs, and we
fully accept our fiduciary responsibility
to protect shareholders’ interests.

Build Relationships. We work to

establish enduring relationships with
our clients and business partners. We
value collaboration and cooperation

in our workplaces.

Achieve Quality Results. We value
professional excellence and expertise,
and we work together to produce
consistent, competitive results for

our clients.

Work with Integrity. We speak and
act in an honest manner. We believe
in being accountable for the impact

we have on others.



Unwavering Focus on Investment Excellence

For more than six decades, Franklin
Templeton Investments has remained
focused on one goal: delivering
exceptional investment management
for individuals and institutions around
the world. Our portfolio managers
take a long-term view that offers a
unique combination of experience,
global perspective and a consistent,
disciplined approach to investing that
has proven itself across market cycles.

EXCEPTIONAL RESEARCH
CAPABILITIES

Our commitment to rigorous, bottom-
up research is supported by more than
550 investment professionals across
the globe and research offices in more
than 30 locations. Our analysts and

portfolio managers conduct extensive,

10

(left to right, top to bottom row)

Stephen Dover: Managing Director & International Chief Investment Officer, Local Asset Management
Sheila Amoroso: Senior Vice President & Co-Director, Municipal Bonds

Michael Hasenstab: Senior Vice President & Co-Director, International Bonds

Peter Langerman: Chairman, President & Chief Executive Officer, Mutual Series

Brent Smith: Senior Vice President & Chief Investment Officer, Franklin Templeton Multi-Asset Strategies®
Jack Foster: Head of Real Assets, Franklin Templeton Real Asset Advisors®

fundamental analysis, striving to get
to know each organization from

the ground up. We believe that the
breadth and depth of our global
presence makes us uniquely positioned
to spot smart global investments

that others might miss.

EXPERIENCED PORTFOLIO
MANAGERS

Our portfolio managers average over
20 years’ experience in the industry,
and nearly 12 years with our firm.

In addition, their tenure with their
current portfolios averages 16% longer
than their peers in the industry.®
Over the past decade, we have doubled
the firm’s total number of investment
professionals, demonstrating our

commitment to portfolio management.

Investment Professional Tenure’

Franklin

[ 103 152
Templeton

L 100 145

Mutual Series

______104] 17.6

I Average Years with Franklin Templeton
M Average Years of Industry Experience

Number of Investment Professionals®

2011

2005

2000

128% increase



SPECIALIZED EXPERTISE FROM
INDEPENDENT TEAMS

We are dedicated to offering a wide
range of high-quality investment
solutions—including mutual funds,
separate accounts, commingled trusts,
private equity and other vehicles—
designed to serve a variety of client
needs and risk appetites worldwide.
Each of our investment groups—
Franklin, Templeton, Mutual Series
and our specialized investment

teams’—follows an independent and

distinct investment philosophy.

MANAGING RISK IN A

COMPLEX WORLD

At Franklin Templeton, uncovering
opportunity is just part of the story—
and that is why our portfolio teams
assess risk as rigorously as they seek
reward. Investing in global markets
for over 60 years has taught us to
expect the unexpected and to have
the people and processes in place

to navigate both the risks and the

opportunities of the global marketplace.

(left to right, top to bottom row)

Since risk is inherent to market
participation, risk management is
fundamental to our investment process.
Our portfolio managers and research
analysts actively assess risk throughout
the investment process—including
during investment selection, portfolio
construction and ongoing portfolio
evaluation. We support their efforts
with dedicated, independent risk
management specialists who are
integrated into our global portfolio
and trading groups to provide robust
analytics and unbiased insight into

each portfolio’s risk profile.

Coleen Barbeau: Senior Vice President & Director of Global Growth Portfolio Management, Franklin Equity Group®
Mark Mobius: Executive Chairman, Templeton Emerging Markets Group

Gary Motyl: Chief Investment Officer, Templeton Global Equity Group

Christopher Molumphy: Executive Vice President & Chief Investment Officer, Franklin Templeton Fixed Income Group®
Sukumar Rajah: Managing Director & Chief Investment Officer—Asian Equity, Local Asset Management

Edward Jamieson: Chief Investment Officer, Franklin Equity Group

Cindy Sweeting: Executive Vice President & Director of Portfolio Management, Templeton Global Equity Group

6. Source: © 2011 Morningstar, as of 9/30/11. Includes U.S. and offshore mutual funds. All rights reserved. The information contained herein: (1) is proprietary to
Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its
content providers are responsible for any damages or losses arising from any use of this information. Past performance does not guarantee future results.

7. As of 9/30/11. Tenure data includes portfolio managers, portfolio managers/analysts, research analysts and traders of Franklin, Templeton and Mutual Series investment

management groups.

8. Data as of September 30, except for 2000, which is as of December 31. Investment professionals include portfolio managers, portfolio managers/analysts, research analysts
and traders of Franklin, Templeton, Mutual Series and subsidiary investment management groups.

9. Specialized investment teams include: Franklin Templeton Real Asset Advisors, Darby Private Equity, Local Asset Management teams, Franklin Templeton Multi-Asset

Strategies and Fiduciary Trust Company International.
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Global Perspective with Local Expertise

As the global economy has become from afar; it requires firsthand
increasingly more complex and knowledge and an understanding of
interconnected, the nature of global local market nuances.

investing continues to change. True . .
5 8 Our global perspective is built on

lobal diversification requires more . .
& E decades of firsthand experience

than analyzing international markets

Resources on the Ground, Across the Globe

Toronto
Vancouver

Calgary
Montreal

ot |

BE— Fort Lauderdale

Rancho Cordova

navigating the world’s local markets.

San Mateo
Fort Lee Short Hills
New York City St. Petersburg

A pioneer in global investing, we have
developed an extensive network of
research offices, trading platforms and
investment professionals working in

offices around the world.

10. Includes joint venture partners with Franklin Templeton Investments.

11. As of 9/30/11. Based upon assets raised in the country or region.

Rio de Janeiro
Sao Paulo

— A
< Buenos Aires

12. As of 9/30/11. Lipper FMI. Based on cross-border retail funds (excluding ETF and tracker funds). A cross-border fund is one that sources less than 80% of its assets from

investors in any single country.
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Directors and Executive Officers

DIRECTORS
Charles B. Johnson
Rupert H. Johnson Jr.
Gregory E. Johnson

Samuel H. Armacost
Chairman Emeritus and Director
SRI International

Director

Callaway Golf Company
Exponent, Inc.

Charles Crocker
Chairman and CEO
Crocker Capital

Director
Conmed Healthcare Management, Inc.
Teledyne Technologies Incorporated

Joseph R. Hardiman

Former President and CEO
National Association of Securities
Dealers, Inc.

The NASDAQ Stock Market, Inc.

Mark C. Pigott
Chairman and CEO
PACCAR Inc.

Director
PACCAR Inc.

Chutta Ratnathicam

Former Senior Vice President and CFO
CNE, Inc.

Former CEO

Emery Worldwide

Laura Stein

Senior Vice President—
General Counsel

The Clorox Company

Anne M. Tatlock

Former Vice Chairman

Franklin Resources, Inc.

Director
Beam Inc.
Merck & Co., Inc.

Geoffrey Y. Yang
Managing Director and
Founding Partner
Redpoint Ventures

Director

BigBand Networks, Inc.

ExXECUTIVE OFFICERS

Charles B. Johnson
Chairman of the Board

Rupert H. Johnson Jr.

Vice Chairman

Gregory E. Johnson
Chief Executive Officer
President

Vijay C. Advani
Executive Vice President
Global Advisory Services

Jennifer M. Johnson
Executive Vice President
Chief Operating Officer

Kenneth A. Lewis
Executive Vice President

Chief Financial Officer
John M. Lusk

Executive Vice President
Investment Management

Craig S. Tyle
Executive Vice President
General Counsel

William Y. Yun
Executive Vice President
Alternative Strategies

Board of Directors
(left to right):
Gregory E. Johnson
Laura Stein

Chutta Ratnathicam
Samuel H. Armacost
Joseph R. Hardiman
Charles B. Johnson
Geoffrey Y. Yang
Anne M. Tatlock
Mark C. Pigott
Charles Crocker
Rupert H. Johnson Jr.
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Our friend and colleague Peter Sacerdote passed away on July 31, 2011. Peter was a member of our Board of Directors since 1993.
All of us at Franklin Templeton benefited greatly from Peter’s deep understanding of investing and wide-ranging management
expertise, which he brought to our Board room. Peter’s 17-year tenure on our Board gave him great perspective as he helped guide
our business, strategy and culture. In addition to his strong business guidance and oversight, Peter will be remembered for his wisdom,
intellect and enduring friendship.



Corporate Citizenship

KEY
HIGHLIGHTS

service projects.

volunteer.

e The company purchased a new office
building in Ft. Lauderdale, Florida, that is
LEED gold certified.

e Energy management efforts across the firm'’s
main offices resulted in a 6% reduction in
absolute carbon emissions since 2007.

During global volunteer month, 21 offices
organized 79 projects that engaged
over 2,500 volunteers in community

* We implemented a global policy allowing
employees one paid day off per year to

At Franklin Templeton Investments, we believe that Corporate Citizenship is a critical link between integrity and performance—

how we do the right things the right way to deliver value to our stockholders, clients, employees, and our communities. Citizenship is

embedded in our corporate values and is an important element of how we achieve success in working with all of our key stakeholders.

Being Accountable

Our success is built upon our reputation
for excellence and integrity in all aspects
of our business. It is essential that our
stockholders, clients, mutual fund
shareholders and business partners
have confidence in our governance,

ethics and compliance practices.

Serving Our Clients

We believe that the investments we
make on behalf of our clients are
helping to create opportunities for
economic growth around the world,
and our ability to succeed is dependent
upon serving our clients and delivering
strong results. To do this, we combine
our disciplined investment approach
with global reach and our fundamental

belief of providing outstanding service.

Being an Employer of Choice

As a premier global investment
management organization, we know
that our business is dependent upon
having a high-performing, committed
workforce. We focus on engaging
our employees, cultivating their skills
and talents, and retaining them as

engaged members of our global team.

Managing Our Environmental Impact
We seek to limit the effects of our
operations on the environment through
tracking and managing energy use, water
consumption and carbon emissions.
In addition, we are increasingly seeing
the influence of these issues within the

investment world.

Supporting Our Communities

We strive to make our communities
stronger and more vibrant places to
live, work and do business. Through
direct contributions and the efforts

of our dedicated employee volunteers,
we work with over 500 nonprofit
organizations and schools around the

world each year.

We invite you to learn the details of our
commitment to Corporate Citizenship at
franklinresources.com/citizenship.
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PART 1

Forward-looking Statements. In addition to historical information, this Annual Report on Form 10-K contains
forward-looking statements that involve a number of known and unknown risks, uncertainties and other important
factors, including the risks and other factors discussed in Item 1A (“Risk Factors”), that could cause actual results and
outcomes to differ materially from any future results or outcomes expressed or implied by such forward-looking
statements. When used in this report, words or phrases generally written in the future tense and/or preceded by words
suchas“will,” “may,” “could,” “expect,” “believe,” “anticipate,” “intend,” “plan,” “seek,” “estimate,” or other similar
words are “forward-looking statements” as defined in the Private Securities Litigation Reform Act of 1995. Moreover,
statements in Risk Factors, “Management's Discussion and Analysis of Financia Condition and Results of
Operations’ (“MD&A™) and elsewherein thisreport that specul ate about future events are forward-1ooking statements.

While forward-looking statements are our best prediction at the time that they are made, you should not rely on
them. Forward-looking statements are based on our current expectations and assumptions regarding our business, the
economy and other future conditions. Because forward-looking statements relate to the future, they are subject to
inherent uncertainties, risks and changes in circumstances that are difficult to predict. We caution you against relying
on any of these forward-looking statements. They are neither statements of historical fact nor guarantees or assurances
of future performance. Factors or events that could cause our actual results to differ may emerge from time to time,
and it isnot possiblefor usto predict all of them. If acircumstance occurs after the date of this Annual Report on Form
10-K that causes any of our forward-looking statementsto be inaccurate, whether asaresult of new information, future
developments or otherwise, we do not have an obligation, and we undertake no obligation, to announce publicly the
change to our expectations, or to make any revision to our forward-looking statements, unless required by law.

Item 1. Business.
GENERAL

FranklinResources, Inc. (“Franklin™) isahol ding company that, together withitsvarioussubsidiaries(collectively,
the “Company”), operates as Franklin Templeton Investments®. We are a global investment management organization
committed to delivering strong investment performance for our clients by drawing on the experience and perspective
gainedthroughout our 60-plusyearsin theinvestment management business. Webelieveintheval ueof activeinvestment
management, and plan to continue to build on our strengths while pursuing new growth opportunities. We offer
investment choices under our Franklin®, Templetor, Mutual Series®, Bissett®, Fiduciary™ and Darby® brand names.
Franklinisregulated asabank holding company under the Bank Holding Company Act of 1956, asamended (the“BHC
Act”), and has elected to be a financia holding company under the Gramm-Leach-Bliley Act (the “GLB Act”). The
common stock of Franklinistraded on the New York Stock Exchange (the “NY SE”) under the ticker symbol “BEN,”
and isincluded in the Standard & Poor's 500 Index.

Inthisreport, words such as“we,” “us,” “our” and similar termsrefer to the Company. When used in thisreport,
unless the context otherwise makes clear, our “funds’ meansall of the Franklin, Templeton, Mutual Series and Bissett
mutual funds.

Inour primary business and operating segment, investment management and rel ated services, we provide services
toinvestorsinjurisdictionsworldwidethrough productsthat includeU.S.- and non-U.S.-registered open-end and closed-
end funds (“U.S. Funds’ and “Non-U.S. Funds”), unregistered funds, and institutional, high net-worth and separately-
managed accounts (collectively, our “sponsored investment products’). As of September 30, 2011, we had $659.9
billionin assetsunder management (“AUM”) with approximately 24.8 million billablesharehol der accountsworldwide.
Our investment management and related services include fund administration, shareholder services, transfer agency,
sales, distribution, custodial, trustee and other fiduciary services. Our sponsored investment products include a broad
range of equity, hybrid, fixed-income and cash management funds and accounts, including alternative investment
products. We also manage certain sub-advised investment products which may be sold to the public under one of our
brand names or those of other companies.

Theinvestment funds that we manage have various investment objectives designed to meet the needs and goals
of differentinvestors. Most of theinvestment funds we manage are open-end mutual fundsthat continuously offer their
shares to investors. We also offer closed-end funds that issue a set number of shares to investorsin a public offering
and the shares are then traded on a public stock exchange. The funds themselves do not have direct employees. To



support their operations, the funds contract with separate entities, including our subsidiaries, to provide investment
management, administrative, custody, transfer agency, operational and other services required by the funds. An
investment advisory entity manages a fund's portfolio of securities in accordance with the fund's stated objectives.
Investors may purchase shares of an open-end fund through a broker/dealer, bank or other intermediary which may
provide investment advice to the investor, while investors may purchase shares of a closed-end fund on the stock
exchange where the fund is traded. An open-end fund will typically pay feesto distributors that market and distribute
the fund's shares to broker/dealers who sell the shares directly to investors. Broker/dealers and other intermediaries
may earn commissions and receive other compensation with respect to the shares sold to investors.

In our secondary business and operating segment, banking/finance, we provide clientswith select retail banking,
private banking and consumer lending services through our banking and finance subsidiaries.

Although the performance of the financial markets showed some improvement during the fiscal year ended
September 30, 2011 (“fiscal year 2011"), the markets continue to experience volatility and the business environment
in which we operate remains uncertain and subject to change. Thereis aso uncertainty associated with the regulatory
environment inwhich weoperate, including uncertainty created by the enactment of the Dodd-Frank Wall Street Reform
and Consumer Protection Act of 2010 (the “Reform Act”), which may impose additional restrictions and limitations
on our business as the various rules and regulations required for implementation continue to be adopted.

We continue to focus on the long-term investment performance of our sponsored investment products and on
providing high quality customer serviceto our clients. The success of these and other strategies may be affected by the
factors discussed below in Item 1A Risk Factors of this Annual Report, and other factors as discussed herein.

COMPANY HISTORY AND ACQUISITIONS

TheCompany and itspredecessorshavebeen engagedin theinvestment management and rel ated servicesbusiness
since 1947. Franklin was incorporated in Delaware in November 1969 and originated our mutual fund business with
the Franklin family of funds. The Franklin Funds are known for U.S. taxable and tax-free fixed income funds, hybrid
funds and growth-oriented equity funds. We expanded our business, in part, by acquiring companies engaged in the
investment management and/or related services business.

In October 1992, we acquired substantialy all of the assets and liabilities of the investment management and
related services business of Templeton, Galbraith & Hansberger Ltd. This acquisition added the Templeton family of
funds to our organization. The Templeton funds are known for their global investment strategies and value style of
investing.

In November 1996, we acquired certain assets and liabilities of Heine Securities Corporation, which provided
investment management services to various accounts and investment companies, including Mutual Series Fund Inc.,
now known as Franklin Mutual SeriesFund Inc. (“Mutual Series”). Mutual Seriesisknown for itsvalue-oriented equity
funds.

We expanded our businessin Koreain July 2000 when we purchased al of the remaining outstanding shares of
aKorean investment management company, Ssangyong Templ eton Investment Trust Management Co., Ltd., in which
we previously held apartial interest, making us one of the largest independent foreign money managersin Korea. The
company has been renamed Franklin Templeton Investment Trust Management Co., Ltd.

We acquired al of the outstanding shares of Bissett & Associates Investment Management Ltd. (“Bissett”) in
October 2000. Bissett now operates as part of our Canadian subsidiary, Franklin Templeton Investments Corp. With
the acquisition of Bissett, we added Bissett’s family of Canadian taxable fixed-income and growth-oriented equity
mutual fundsto our then exi sting Canadian based funds (some of which we previously acquired as part of the Templeton
family of funds) and expanded our investment management services throughout Canada to a broad range of clients,
including institutional clients such as pension plans, municipalities, universities, charitable foundations and private
clients.

In April 2001, we acquired Fiduciary Trust Company International (“Fiduciary Trust”), a bank organized under
the New York State Banking Law. Following the acquisition, Fiduciary Trust became a wholly-owned subsidiary of



Franklin. Fiduciary Trust provides investment management and related services to institutional clients and high net-
worth individuals and families.

In July 2002, our subsidiary, Franklin Templeton Asset Management (India) Private Limited (“FTAMIPL"),
acquired all of the outstanding shares of Pioneer ITI AMC Limited (“Pioneer”). In April 2007, we completed the
purchase of the remaining 25% interest in each of FTAMIPL and Franklin Templeton Trustee Services Private Limited,
each located in India, making us the largest wholly foreign owned investment manager in India.

In October 2003, we expanded our private equity investment management services in emerging markets when
we acquired al of the remaining outstanding shares of Darby Overseas Investments, Ltd. and al of the remaining
outstanding limited partnership interests of Darby Overseas Partners, L.P. (collectively, “Darby”), in which we
previously held a partial interest. Darby, based in Washington, D.C., sponsors and manages funds for institutional
investors and high net-worth individuals that invest primarily in emerging markets, private equity, and mezzanine
finance transactions, including regional and specialized sector funds.

In July 2006, we completed the purchase of all of the remaining interestsin a Brazilian investment management
company, Bradesco Templeton Asset Management Ltda., in which we previously held apartial interest. The company
has been renamed Franklin Templeton Investimentos (Brasil) Ltda.

In January 2011, we acquired all of the outstanding shares of a specialty U.K. equity manager, Rensburg Fund
Management Limited (“Rensburg”). Rensburg has been renamed Franklin Templeton Fund Management Limited.

In July 2011, we acquired all of the outstanding shares of a specialty Australian equity manager, Balanced Equity
Management Pty. Limited.

LINES OF BUSINESS
A INVESTMENT MANAGEMENT AND RELATED SERVICES BUSINESS

We derive substantially all of our revenues from providing investment management and related services to our
sponsored investment products and the sub-advised products that we manage. Our revenues depend to a large extent
on the amount of AUM and the types of investment management services provided. Sales and distribution fees, also a
large source of our revenues, consist of sales charges and commissions derived from sales and distribution of our
sponsored investment products.

Our investment management businessis conducted through our subsidiaries, including those registered with the
United States Securities and Exchange Commission (the“ SEC”) asinvestment advisers under the Investment Advisers
Act of 1940, asamended (the“ AdvisersAct”), subsidiariesregistered as equivalent investment advisersin jurisdictions
including Australia, Brazil, Canada, Hong Kong, India, Japan, Korea, Malaysia, Mexico, Singapore, The Bahamas and
the U.K., and certain other subsidiaries.



A.  Categories of AUM

Fees for providing investment management and related services (“investment management fees’) are generally
based upon the market value of AUM in the accounts that we advise, the investment category of the account and the
types of services that we provide for an account. As of September 30, 2011, AUM by investment category held by
investors on aworldwide basis was as follows:

Percentage of

Type of Asset Value in Billions Total AUM

Equity

Growth potential, income potential, value or various combinationsthereof. .. $ 254.2 39%

Hybrid

Asset alocation, balanced, flexible and income-mixed funds. . ............ 101.3 15%

Fixed-Income

Bothlong-termand short-term. .. ......... ... ... 297.7 45%

Cash Management

Short-term liquid @SsetS. . . ..o 6.7 1%
Total. .. $ 659.9 100%

Broadly speaking, the change in the net assets of our sponsored investment products depends primarily upon two
factors: (1) theincrease or decrease in the market value of the securitiesheld in the portfolio of investments; and (2) the
level of sales (inflows) as compared to the level of redemptions (outflows). We are subject to the risk of asset volatility
resulting from changes in the global financial and equity markets. In addition, changing market conditions may cause
a shift in our asset mix between international and U.S. assets, potentially resulting in a decline in our revenues and
income depending upon the nature of our AUM and the level of management fees we earn based on them. Despite the
risk of volatility, webelieve that we are more competitive asaresult of the greater diversity of our sponsored investment
products available to our clients.

B.  Types of Investment Management and Related Services
1 Investment Management Services Overview

We provide our investment management services pursuant to agreements in effect with each of our sponsored
investment products and the sub-advised products that we manage. Investment management services include services
to managed accountswith full investment discretion, and to advisory accounts with no investment discretion. Advisory
accounts for which we do not have investment discretion may or may not include the authority to trade for the account.
Our investment management services include fundamental investment research and valuation analyses, including
original economic, political, industry and company research, and analyses of suppliers, customers and competitors.
Our company research includes the utilization of such sources as company public records and other publicly available
information, management interviews, company prepared information, and company visitsand inspections. In addition,
research services provided by brokerage firms are used to support our findings. Our management fee on an account
varies, among other things, upon the types of services that we provide for the account.

Our subsidiaries providing discretionary investment management servicesfor our sponsored investment products
and sub-advised products either perform or obtain investment research and determine which securities the sponsored
investment products or sub-advised products will purchase, hold or sell under the supervision and oversight of the
funds' boards of directors or trustees, if applicable. In addition, these subsidiaries may take all appropriate steps to
implement such decisions, including arranging for the selection of brokersand deal ers and the execution and settlement
of tradesin accordance with detailed criteria set forth in the management agreement for each account, internal policies,
and applicable law and practice. Our subsidiaries conducting non-discretionary investment management services
perform investment research for our clients and recommend which securities the clients will purchase, hold or sell. In
such cases, the subsidiaries may or may not perform trading activities for the products.

Thefundsthemselves do not have direct employees. Through our subsidiaries, we compensate the personnel who



serve as officers of our funds, in addition to the personnel necessary to conduct such funds' day-to-day business
operations. Our subsidiaries either provide or arrange for the provision of: office space, telephone, office equipment
and supplies; trading desk facilities; authorization of expenditures and approval of bills for payment; preparation of
registration statements, proxy statementsand annual and semi-annual reportsto fund sharehol ders, noticesof dividends,
capital gains distributions and tax credits, and other regulatory reports; the daily pricing of fund investment portfolios,
including collecting quotations from pricing services, accounting services, including preparing and supervising
publication of daily net asset value quotations, periodic earnings reports and other financial data; services to ensure
compliance with securities regulations, including recordkeeping requirements; preparation and filing of tax reports,
the maintenance of accounting systems and controls; and other administrative services. In some cases our subsidiaries
are compensated, based on a percentage of AUM, under separate administration agreements with the funds. In other
cases, our investment management subsidiary compensates our subsidiaries from fees received from our funds and
clients. The funds generally pay their own expenses, such as external legal, custody and independent audit fees,
regulatory registration fees, and other related expenses. The funds also share in board and shareholder meeting and
reporting costs.

For the most part, the investment management agreements between our subsidiaries and our U.S. Funds must be
renewed each year (after aninitial two-year term), and must be specifically approved at least annually by avote of each
fund’'sboard of directors or trustees as a whole and separately by the directors/trustees that are not interested persons
of such fund under the Investment Company Act of 1940 (the “ Investment Company Act”), or by avote of the holders
of amajority of such fund’s outstanding voting securities.

Our U.S. investment management agreements automatically terminate in the event of their “assignment,” as
defined in the Investment Company Act. In addition, either party may terminate such an agreement without penalty
after prior written notice. If agreements representing a significant portion of our AUM were terminated, it would have
amaterial adverseimpact on us.

Under the majority of our investment management agreements, the funds pay us a monthly feein arrears based
upon afund’saverage daily net assets. Annual fee rates under the various global investment management agreements
generally rangefrom 0.15% to amaximum of 2.50% and are often reduced as net assets exceed variousthreshold levels.
Annual rates vary by investment objective and type of services provided. Our investment management agreements
generally permit us to provide investment management services to more than one fund and to other clients so long as
our ability to render services to each of the funds is not impaired, and so long as purchases and sales of portfolio
securities for various advised funds are made on an equitable basis.

Weuse a"“master/feeder” fund of funds structurein certain situations. Thisstructure allows an investment adviser
to manage a single portfolio of securities at the “master fund” level and have multiple “feeder funds’ that invest
substantially all of their respective assets into the master fund. Individual and institutional shareholders invest in the
“feeder funds,” which can offer avariety of service and distribution options. A management fee may be charged either
at the master fund level or the feeder fund level depending on the specific requirements of the fund, although, funds
also involving performance fees or carried interest will typically charge these together with management fees at the
master fund level. Administrative, shareholder servicing and custodian fees are often waived at the feeder fund level
and only charged at the master fund level, although the feeder funds will indirectly bear their pro-rata share of the
expenses of the master fund as an investor in the master fund. Fees and expenses specific to a feeder fund may be
charged at thelevel of that feeder fund. In addition, our U.S. funds of funds enter into expense all ocation arrangements
with their affiliated underlying funds pursuant to which the underlying funds pay certain expenses of the fund of funds.

Our management personnel and the fund directors or trustees regularly review the investment management
services fee structures for U.S. Fundsin light of fund performance, the level and range of services provided, industry
conditionsand other relevant factors. Investment management servicesfeesare generally waived or voluntarily reduced
when a new fund is established and then increased to contractual levels within an established timeline or as net asset
values reach certain levels.

Our Non-U.S. Funds, unregistered funds, institutional, high net-worth and separatel y-managed accounts, and the
sub-advised products that we manage, have various termination rights and review and renewal provisions.



2. Sdes, Distribution and Marketing

A significant portion of our revenues are generated from providing sales and distribution services. Our mutual
fundsand certain other products generally pay usdistribution feesin return for sales, distribution and marketing efforts
ontheir behalf. Fund sharesare sold primarily through alargenetwork of independent intermediaries, including financial
advisers, broker/dealers and other third parties.

Franklin/Templeton Distributors, Inc. (“FTDI") actsasthe principal underwriter and distributor of shares of most
of our open-end U.S. Funds. Certain of our non-U.S. subsidiaries provide sales, distribution and marketing servicesto
our Non-U.S. Fundsdistributed outside the U.S. Some of our Non-U.S. Funds, particularly the L uxembourg-domiciled
Franklin Templeton Investment Funds Société d’ Investissement a Capital Variable (“ SICAV”), are distributed globally
on a cross-border basis, while others are distributed exclusively in local markets. We earn sales and distribution fees
primarily by distributing our funds pursuant to distribution agreements between FTDI or our non-U.S. subsidiaries and
the funds. Under each distribution agreement, we offer and sell the fund’ s shares on a continuous basis and pay certain
costs associated with selling, distributing and marketing the fund's shares, including the costs of developing and
producing sales literature, shareholder reports and prospectuses, which may be then either partially or fully reimbursed
by the funds.

Most of our retail funds are distributed with a multi-class share structure. We adopted this share structure to
provideinvestorswith more saleschargealternativesfor their investments. Certain share classes, such asClass A shares,
are sold without a front-end sales charge to shareholders when minimum investment criteria are met, although our
distribution subsidiaries pay an up-front commission to financial intermediaries on these sales. Class B shares, which
are available in some of our Non-U.S. Funds, have no front-end sales charges, but instead have a declining schedule
of sales charges (called contingent deferred sales charges) if the investor redeems within a certain number of years
from the original purchase date. Although our open-end U.S. Funds that had offered Class B shares no longer offer
these shares, existing Class B shareholders may continue to exchange sharesinto Class B shares of different funds and
may continue to reinvest dividends on Class B sharesin additional Class B shares. Class C shares aso have no front-
end sales charges, although our distribution subsidiaries pay an up-front commission to financial intermediaries on
these sales. Class C shares do have aback-end sales charge for redemptionswithin 12 monthsfrom the date of purchase.
Although Class C sharesare generally more costly to usintheyear of sale, they allow usto be competitive by increasing
our presence in various distribution channels. Class R shares are available for purchase by certain retirement, college
savings and health savings plan accounts in the U.S. only. Outside of the U.S., we offer additional share classes and
unit seriesin response to local needs.

Inthe U.S., we aso offer Advisor Class sharesin many of our Franklin and Templeton funds, and we offer Class
Z sharesin the Mutual Series funds, both of which have no sales charges. Advisor and Class Z shares are offered to
certain qualified financial intermediaries, institutions and high net-worth clients (both affiliated and unaffiliated) who
have assets held in accounts managed by asubsidiary of Franklin and are also available to our full-time employees and
current and former officers, trustees and directors. In the U.S., we also offer money market funds to investors without
asalescharge. Under theterms and conditions described in the prospectuses or the statements of additional information
for some funds, certain investors can purchase shares at net asset value or at reduced sales charges. Outside the U.S,,
we offer share classes similar to the Advisor Class shares to certain types of investors, although depending upon the
fund and the country(ies) in which thefund is domiciled, the equivalent share class may be offered on amorerestrictive
or less restrictive basis than the similar U.S. Advisor Class shares.

Some of our insurance products funds offered for salein the U.S. offer afour-class share structure, Class 1, Class
2, Class 3 and Class 4 shares, which are offered at net asset value without a sales charge directly to insurance company
separate accounts, certain qualified plans and other mutual funds (funds of funds).

Internationally, we offer types of share classes based on the local needs of the investors in a particular market,
subject to applicable regulations which may change over time. In the majority of cases, investorsin any class of shares
may exchange their shares for alike class of shares in another fund, subject to certain fees that may apply. Our Non-
U.S. Funds have sales charges and fee structures that vary by region.

We derive nearly al of our fund sales through third-party broker/dealers and other similar intermediaries. The
distribution agreements with our open-end U.S. Funds generally provide for FTDI to pay commission expenses for



sales of fund shares to qualifying broker/dealers and intermediaries. These broker/dealers receive various sales
commissions and other fees from FTDI for services in matching investors with funds whose investment objectives
match such investors' goals and risk profiles. Broker/dealers may also receive fees for their assistance in explaining
the operations of the funds and in servicing and maintaining investors' accounts, and for reporting and various other
distribution services. We are heavily dependent upon these third-party distribution and sales channels and business
relationships. FTDI may also make payments to certain broker/dealers who provide marketing support services, as
described further below. Thereisincreasing competition for accessto these channel s, which has caused our distribution
coststo rise and could cause further increases in the future as competition continues and service expectations increase.
Asof September 30, 2011, approximately 1,600 1ocal, regional and national banks, securities firmsand financial adviser
firms offered shares of our open-end U.S. Funds for sale to the U.S. investing public, and approximately 3,400 banks,
securities firms and financial adviser firms offered shares of our cross-border Non-U.S. Funds for sale outside of the
U.S. Inthe U.S., we have approximately 90 general wholesalers who interface with financial intermediaries.

Most of our open-end U.S. Funds, with the exception of certain of our money market funds as well as certain
high net-worth and institutional funds, have adopted distribution plans under Rule 12b-1 (the “Rule 12b-1 Plans’)
promulgated under the Investment Company Act (“Rule 12b-1"). Under the Rule 12b-1 Plans, the funds bear certain
expenses relating to the distribution of their shares, such as expenses for marketing, marketing support, advertising,
printing and sal es promotion, and may providefor thefundsto reimburse such expensesthat FTDI incursin distributing
the funds, subject to the Rule 12b-1 Plans’ limitations on amounts. Each fund has a percentage limit for these types of
expenses based on its average daily net AUM. The SEC has proposed changes to Rule 12b-1 which, if adopted, could
[imit our ability to recover expenses relating to the distribution of our funds.

The Rule 12b-1 Plans are established for an initial term of one year and, thereafter, must be approved annually
by each fund’sboard of directors or trustees and by amgjority of itsdirectors or trustees who are not interested persons
of the fund under the Investment Company Act (the “disinterested fund directors/trustees’). All of these Rule 12b-1
Plans are subject to termination at any time by a majority vote of the disinterested fund directors/trustees or by the
particular fund shareholders. Feesfrom the Rule 12b-1 Plansthat FTDI receivesasrevenuesare paid primarily to third-
party broker/dealers who provide services to the shareholder accounts and engage in distribution activities. Similar
arrangements exist with the distribution of our Non-U.S. Funds where, generally, our subsidiary that distributes the
fundsin the local market arranges for and pays commissions and certain other fees to banks and other intermediaries,
a portion of which fees is paid from maintenance fees received by the subsidiary and a portion of which may derive
from the management fees paid to our various affiliates by the funds.

FTDI and/or its affiliates may make the following additional payments to broker/dealers that sell shares of our
funds:

Marketing support payments. FTDI may make payments to certain broker/dealers who are holders or dedlers of
record for accountsin one or more of our open-end U.S. Funds. Consistent with the provisionsand limitations set forth
in afund'sRule 12b-1 Plan, the fund may reimburse FTDI for payments made to broker/dealers for the cost of some
or al of the marketing support payments. A broker/deal er’ s marketing support services may include business planning
assistance, advertising, educating broker/dealer personnel about the funds and shareholder financial planning needs,
placement on the broker/dealer’s list of offered funds, and access to sales meetings, sales representatives and
management representatives of the broker/deal er. FTDI compensates broker/deal ersdifferently depending upon, among
other factors, sales and asset levels, and the level and/or type of marketing and educational activities provided by the
broker/dealer. Such compensation may include financial assistance to broker/dealers that enable FTDI to participate
in and/or present at conferences or seminars, sales or training programs for invited registered representatives and other
employees, client and investor events and other broker/deal er-sponsored events. These payments may vary depending
upon the nature of the event. FTDI periodically reviews its marketing support arrangements to determine whether to
continue such payments. In the case of any one broker/dealer, marketing support payments may not exceed the sum of
0.08% of that broker/dedler’s current year’stotal sales of our U.S. Funds and 0.05% (or 0.03%) of the total assets of
equity (or fixed-income) of our U.S. Funds attributable to that broker/dealer, on an annual basis. The statement of
additional information for each retail U.S. Fund, provided to investors in such funds upon request, provides a list of
broker/dealers that receive such marketing support payments. FTDI may also make marketing support payments to
financial intermediariesthat serveasplan serviceprovidersto certain employer sponsored retirement plansin connection
with activitiesintended to assist in the sale of our open-end U.S. Fundsto such plans. A portion of the marketing support



payments may be reimbursable to FTDI under the terms of afund's Rule 12b-1 Plan. In the case of any one financia
intermediary, such payments may not exceed 0.10% of the total assets of our U.S. Funds held, directly or indirectly,
by such plans, on an annual basis. Marketing support or similar payments made to intermediaries located outside the
U.S., with respect to investmentsin Non-U.S. Funds, may exceed the above-stated limitations.

Transaction support payments. FTDI may pay ticket charges of up to $20 per purchase or exchange order placed
by abroker/dealer or one-time paymentsfor ancillary services, such as setting up funds on abroker/dealer’ sfund trading
system.

Other payments. From time to time, FTDI, at its expense, may make additional payments to broker/deal ers that
sell or arrange for the sale of shares of our U.S. Funds. FTDI routinely sponsors due diligence meetings for registered
representatives during which they receive updates on various funds and are afforded the opportunity to speak with
portfolio managers. Invitation to these meetings is not conditioned on selling a specific number of shares. Those who
have shown an interest in our funds, however, are more likely to be considered. To the extent permitted by their firm’'s
policies and procedures, registered representatives’ expenses in attending these meetings may be covered by FTDI.
Similar payments may be made by our internal Non-U.S. Fund distributors, to third party distributors of our Non-U.S.
Funds.

Other compensation may be offered to the extent not prohibited by federal or state laws or any self-regulatory
agency, such as the Financial Industry Regulatory Authority (“FINRA”). FTDI makes payments for events it deems
appropriate, subject to FTDI’s guidelines and applicable law.

3. Shareholder and Transfer Agency Services

Wereceive shareholder servicing feesfor providing transfer agency services, which include providing customer
statements, transaction processing, customer service, and tax reporting. One of our subsidiaries, Franklin Templeton
Investor Services, LLC (“FTIS"), serves as shareholder servicing and dividend-paying agent for our open-end U.S.
Funds. FTIS is registered with the SEC as a transfer agent under the Securities Exchange Act of 1934, as amended.
Generally, FTISiscompensated under an agreement with each fund on the basis of an annual per account feethat varies
with the fund and the type of services being provided. FTIS also is reimbursed for out-of-pocket expenses. Other
subsidiaries provide similar services to our Non-U.S. Funds, and in some cases are compensated based on AUM.

FTISmay also pay servicing feesto third-party intermediaries primarily to help offset costs associated with client
account mai ntenance support, statement preparati on and transaction processing. Suchthird parties: (i) maintain omnibus
accountswith the fund in the institution’sname on behalf of numerous beneficial owners of fund shares; or (ii) provide
support for fund shareholder accounts by sharing account data with FT1S through the National Securities Clearing
Corporation networking system. The funds reimburse FT1S for these third party payments.

4.  High Net-Worth Investment Management and Related Services

Through Fiduciary Trust (includingitstrust company and investment adviser subsidiaries), weprovideinvestment
management and rel ated servicesto, among others, high net-worthindividual sand families, foundationsandinstitutional
clients. Similarly, through our Canadian high net-worth business unit, Fiduciary Trust Company of Canada (“FTCC"),
we provide investment management services and offer sponsored investment products to high net-worth individuals
and families. Our high net-worth client business seeksto maintain rel ationships that span generations and help families
plan the most appropriate method of intergenerational wealth transfer.

Individual client assetsaretypically heldin accounts separately managed by individual portfolio managers. These
portfolio managers determine asset allocation and stock selection for client accounts, taking into consideration each
client’s specific long-term objectives while utilizing our macroeconomic and individual stock research.

Fiduciary Trust services that focus on managing family wealth from generation to generation include wealth
management, and estate and tax planning. We offer clients personalized attention and estate planning expertise in an
integrated package of servicesknown as Family Resource Management® (“FRM”). Servicesunder FRM provideclients
with an integrated strategy to optimize wealth accumulation and maximize after-tax wealth transfer to the next
generation. Evaluation of third-party investment management products or services is performed by the Strategic
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Advisory Group, an investment advisory group within Fiduciary Trust.

5. Institutional Management

We provide a broad array of investment management services to institutional clients, focusing on foundations,
endowment funds and government and corporate pension plans. Our subsidiaries offer a wide range of both U.S. and
international equity, fixed-income and specialty strategies through avariety of investment vehicles, including separate
accounts, open-end and closed-end funds and unregistered funds. In the U.S., we generally operate our institutional
business under the trade name “ Franklin Templeton Institutional .”

Throughvariouslegal entities, including Franklin TempletonInstitutional, LL Candvariousnon-U.S. subsidiaries,
we distribute and market globally the different investment management capabilities of our various investment
management subsidiaries under the Franklin, Templeton, Mutual Series, Bissett and Darby brand names. We primarily
attract new institutional business through our strong rel ationships with pension and management consultants, through
direct sales efforts and through additional mandates from our existing client relationships.

Our U.S. retirement businessisconducted through divisionsof FTDI that work closely with sponsors, consultants,
record keepers and financial advisors of defined contribution plans, including 401(k) plans, variable annuity products
and individual retirement accounts (“IRAS"). We offer our investment management capabilities to the U.S. retirement
industry through anumber of investment options, including sub-advised portfolios, funds, education savings plans and
variable insurance funds.

Through our various subsidiaries, we also market and distribute our sponsored investment productsto separately-
managed accounts. Our subsidiaries, Franklin Templeton Financial Services Corp. and Templeton/Franklin Investment
Services, Inc., also serve as direct marketing broker/dealers for institutional investors for certain of our institutional
mutual and private funds.

6.  Trust and Custody

Throughvarioustrust company subsidiaries, including Fiduciary Trust, weoffer trust, custody and rel ated services,
including administration, estate planning, tax planning and private banking. In addition, we also offer our clients a
series of other services, including foreign exchange, performance measurement and securities lending. We provide
planned giving administration and rel ated custody servicesfor non-profit organizations, including pooled incomefunds,
charitable remainder trusts, charitable lead trusts and gift annuities, for which we may or may not act as trustee.

Our other subsidiaries involved in the trust business, either as trust companies or companies investing in trust
companies, include: Fiduciary Investment Corporation, which isincorporated under the New York State Banking Law
and serves as an indirect holding company for several of our trust company subsidiaries; FTCC, a trust company
incorporated under the Trust and L oan Companies Act in Canada; Fiduciary Trust International of the South, aFlorida
state-chartered limited purpose trust company; Fiduciary Trust International of California, a California state-chartered
limited purpose trust company; Fiduciary Trust International of Delaware, a Delaware state-chartered limited purpose
trust company; FTCI (Cayman) Ltd., an offshore trust company holding an unrestricted trust license in the Cayman
Islands; and Franklin Templeton Bank & Trust, F.S.B. (“FTB&T"), a chartered federal savings bank. All of the trust
companies referenced above have full trust powers. FTB& T, among other functions, exercises full trust powers and
serves primarily as custodian of IRAs and business retirement plans invested solely in Franklin Templeton funds.

7. Alternative Investment Products Management

Darby isprimarily engaged in sponsoring and managing fundsthat invest in private equity and mezzaninefinance
transactions in emerging markets in Asia, Latin America and Central/Eastern Europe. Darby offers these investment
funds through private placements to institutional and high net-worth individual investors.

Templeton Asset Management Ltd., an investment adviser, sponsors and manages alimited number of investment
partnerships that also invest primarily in emerging markets in Asia, Latin Americaand Central/Eastern Europe.

Franklin Templeton Institutional, LLC, an investment adviser, manages investment partnerships that invest in
funds with exposure to global real estate opportunities.
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Franklin Advisers, Inc., an investment adviser, manages an investment partnership that invests in securities and
derivatives across the global interest rate, currency and credit markets.

C.  Summary of Our Sponsored Investment Products

Our sponsored investment productsareoffered globally toretail, institutional, high net-worth and separate account
clients, which include individual investors, qualified groups, trustees, tax-deferred (such as IRAs in the U.S. and
retirement saving plans, or RSPs, in Canada) or money purchase plans, employee benefit and profit sharing plans, trust
companies, bank trust departments and institutional investors. Our sponsored investment products include portfolios
managed for some of the world’ slargest corporations, endowments, charitable foundations and pension funds, as well
aswealthy individual sand other institutions. Weuse vari ousinvestment techni questo focus on specific client objectives
for these specialized portfolios.

1.  Investment Objectives Overview

The sponsored investment products that we offer accommodate a variety of investment goals, spanning the
spectrum of our clients' risk tolerance - from capital appreciation (with our more growth-oriented products) to capital
preservation (with our fixed-income offerings). In seeking to achieve such objectives, each portfolio emphasizes
different strategies and investsin different types of instruments.

Our equity investment products include some that are considered value-oriented, others that are considered
growth-oriented, and some that use a combination of growth and value characteristics, generally identified as blend or
core products. Value investing focuses on identifying companies that our research analysts and portfolio managers
believe are undervalued based on a number of different factors, usually put in the context of historical ratios such as
price-to-earnings or price-to-book value; however, we also consider the future earnings potential of each individual
company on a multi-year basis. Growth investing focuses on identifying companies that our research analysts and
portfolio managersbelieve have sustai nabl e growth characteristics, meeting our criteriafor sustainable growth potential,
quality and valuation. Inthiseffort, thekey variableswe examineinclude: market opportunity (overall sizeand growth);
competitive positioning of the company; assessment of management (strength, breadth, depth, and integrity) and
execution of plans; and thegeneral financial strength and profitability of the enterprise, to determinewhether thegrowth
and quality aspects are properly reflected in the current share price. Paramount to all of our different equity products
istheincorporation of independent, fundamental research through our own collaborative in-house group of investment
professionals. Our approach, across the variety of equity products we manage, emphasizes bottom-up stock selection
within adisciplined portfolio construction process, and is complemented by our ongoing assessment of risk at both the
security and portfolio levels.

Portfolios seeking income generally focus on one or more of the following securities: taxable and tax-exempt
money market instruments; tax-exempt municipa bonds; global fixed-income securities; and fixed-income debt
securities of corporations, of the U.S. government and its sponsored agencies and instrumentalities, such as the
Government National Mortgage Association, the Federal National Mortgage Association and the Federal Home Loan
Mortgage Corporation, or of the various states in the U.S. Others focus on investments in particular countries and
regions.

2. Typesof Sponsored Investment Products
As of September 30, 2011 our AUM was $659.9 hillion.

Our U.S. Funds (including open-end and closed-end funds and our insurance productstrust) accounted for $361.0
billion of AUM as of September 30, 2011. Our five largest U.S. Funds and their AUM were Templeton Global Bond
Fund ($58.1 billion), Franklin Income Fund ($55.3 billion), Mutual Global Discovery Fund ($16.6 billion), Templeton
Growth Fund ($13.9 billion) and Franklin California Tax-Free Income Fund ($13.4 billion). These five funds
represented, in the aggregate, 24% of total AUM.

Our cross-border products, which are comprised of avariety of investment funds domiciled in Luxembourg and
Ireland andregisteredfor saletonon-U.S. investorsin 39 countries, accounted for $130.8 billion of AUM asof September
30, 2011. Our threelargest cross-border funds and their AUM were FTIF - Templeton Global Bond Fund ($43.0 billion),
FTIF - Templeton Global Total Return Fund ($22.2 billion) and FTIF - Templeton Asian Growth Fund ($14.1 billion).
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These three funds represented, in the aggregate, 12% of total AUM.

In addition to our cross-border products, in some countries we offer products for the particular local market.
These local/regional funds accounted for $39.0 billion of AUM as of September 30, 2011.

Onacompany-widebasis, our managed accounts, alternativeinvestment productsand trustsaccounted for $129.1
billion of AUM as of September 30, 2011, of which $5.6 billion included Darby products and real estate, emerging
markets and global fixed-income investment partnerships.

3. AUM by Product and Investment Categories

The following table shows AUM by the various types of our sponsored investment products and investment
categories as of September 30, 2011:

Other
Managed
Accounts,
Alternative
(in billions) Cross- Local/ Investment
U.S. Border Regional Products
CATEGORY INVESTMENT CLASSIFICATION Funds Funds Funds  and Trusts  Total
Equity
Asia-Pacific Invests primarily in equity securities
of companies located in the Asia-
Pacific region $ 20 $ 177 $ 34 $ 146 $ 377
Canada Invests primarily in equity securities
of companies located in Canada — — 37 20 5.7
Europe, the Invests primarily in equity securities
Middle East and  of companies located in Europe, the
Africa Middle East and Africa 17 4.7 6.0 0.5 129
uU.s. Invests primarily in equity securities
of companies located in the U.S. 56.1 4.7 12 6.4 68.4
Emerging Invests primarily in equity securities
Markets of companies located in developing
regions of the world 46 7.0 35 3.0 18.1
Global/ Invests primarily in equity securities
International of companies doing business either
worldwide or only outside of the U.S. 57.3 9.1 5.7 39.3 1114
Total Equity 121.7 43.2 235 65.8 254.2
Hybrid/Balanced
Asia-Pacific Invests primarily in equity and fixed-
income securities of companies
located in the Asia-Pacific region — — 0.9 16 25
Canada Invests primarily in equity and fixed-
income securities of companies
located in Canada — — 16 21 3.7
Europe, the Invests primarily in equity and fixed-
Middle East and  income securities of companies
Africa located in Europe, the Middle East and
Africa — 0.7 — — 0.7
u.S Invests primarily in equity and fixed-
income securities of companies
located in the U.S. 65.8 11 — 13.8 80.7
Global/ Invests primarily in equity and fixed-
International income securities of companies doing
business either worldwide or only
outside of the U.S. 1.0 11 0.1 115 13.7
Total Hybrid/
Balanced 66.8 29 2.6 29.0 101.3
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Other

Managed
Accounts,
Alternative
(in billions) Cross- Local/ Investment
U.S. Border Regional Products
CATEGORY INVESTMENT CLASSIFICATION Funds Funds Funds  and Trusts  Total
Fixed-Income
Asia-Pacific Invests primarily in debt securities
offered by companies and
governments located in the Asia-
Pacific region $ — $ 42 $ 36 % 12 $ 90
Canada Invests primarily in debt securities of
companies and governments located in
Canada — — 34 04 3.8
Europe, the Invests primarily in debt securities of
Middle East and companies and governments located in
Africa Europe, the Middle East and Africa — 0.8 — 6.3 7.1
Tax-Free Invests primarily in municipal bond
issuers located in the U.S. 67.4 — — 4.6 72.0
U.S. Taxable Invests primarily in taxable debt
securities of companies and
governments located in the U.S. 32.7 6.1 19 6.2 46.9
Emerging Invests primarily in taxable debt
Markets securities of companies and
governments located in developing
countries worldwide 11 7.0 0.5 6.1 14.7
Global/ Invests primarily in debt securities of
I nternational companies and governments doing
business either worldwide or only
outside of the U.S. 66.2 66.0 25 95 1442
Tota Fixed-
Income 167.4 84.1 119 343 2977
Cash Management Invests primarily in money market
instruments and short-term securities 51 0.6 1.0 — 6.7
Total $361.0 $ 130.8 $ 39.0 $ 129.1 $659.9

II. BANKING/FINANCE BUSINESS

Our secondary business segment is banking/finance, which offers select retail banking, private banking and
consumer lending services through our banking and finance subsidiaries. Our banking and consumer lending activities
include consumer credit and debit cards, real estate equity lines and home equity/mortgage and automobile lending.

One of our subsidiaries, Fiduciary Trust, a New York state-chartered bank, with assets of $1,004.5 million and
depositsof $699.7 million asof September 30, 2011, isinsured by the Federal Deposit Insurance Corporation (“FDIC”),
and providesprivatebanking servicesprimarily to high net-worth clientswho maintaintrust, custody and/or management
accounts. Fiduciary Trust offers investment management, custody and related services to high net-worth individuals
and families and to institutional accounts. Fiduciary Trust’s private banking and credit productsinclude, among others,
loans secured by marketabl e securities, deposit accountsand other banking services. Depositsgenerally include demand
and savings deposits, primarily from our private banking clients.

Our auto-financing subsidiary, Franklin Capital Corporation (*FCC”), engages primarily in the servicing of retail
installment sales contracts. FCC isincorporated and headquartered in Utah and conducts its business primarily in the
Westernregion of theU.S. Asof September 30, 2011, FCC'’ sassets primarily consisted of $181.7 million of outstanding
automobile loan principal, including $155.1 million that has been securitized, and $19.4 million of restricted cash
representing credit enhancements in FCC securitizations entered into prior to fiscal year 2009. We do not anticipate
that FCC will enter into any new securitization transactions during fiscal year 2012. Trendsin the economy and credit
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marketscan significantly influence automobileloansby impacting borrowers ability torepay |oans, which can adversely
affect FCC's business.

Our subsidiary FTB& T, a chartered federal savings bank, with assets of $337.6 million and deposits of $190.5
million as of September 30, 2011, isinsured by the FDIC. FTB&T provides general consumer loan products, such as
credit card loans, unsecured loans, loans secured by marketable securities, mortgage loans, debit card products and
automobile loans, and alimited number of commercial real estate loans. FTB& T'sdeposit products generally include
demand, savings and time deposits from the general public and brokered time deposits. FTB& T also provides Advisor
Directed Trust®, adirected trust service.

FINANCIAL INFORMATION ABOUT SEGMENTS AND GEOGRAPHIC AREAS

Certain financial information by business segment and geographic area is contained in Note 18 — Segment
Informationinthenotesto consolidated financial statementsinItem 8 of Part 11 of thisForm 10-K, whichisincorporated
herein by reference.

REGULATORY CONSIDERATIONS

Virtualy all aspects of our business are subject to various federal, state, and international regulation and
supervision which continue to change and evolve over time.

Thereisuncertainty associated with theregul atory environment inwhichweoperate, including uncertainty created
by the enactment of the Reform Act in 2010. The Reform Act, aswell as other legislative and regulatory changes, may
impose additional restrictions and limitations on us and will likely result in increased scrutiny and oversight of our
financial servicesand products. Dueto the complexity and broad scope of the Reform Act and timerequired for ongoing
regulatory implementation, we are not able to predict at this time the specific requirements that will be adopted by
regulatory agencies having authority over us pursuant to the Reform Act, or theimpact that changesin regulation would
have on our business.

Inthe U.S., we are subject to regulation and supervision by, among others, the SEC, FINRA, the Federal Reserve
Board (the*FRB"), theFDIC, the Officeof the Comptroller of the Currency (“OCC”) andtheNew Y ork State Department
of Financia Services (“NYDFS"), formerly known as the New York State Banking Department. To the extent our
operations or trading in our securities take place outside the U.S., we are subject to regulation by non-U.S. regulations
and regulators, and U.S. regulations and regulators such as the Department of Justice and the SEC with respect to the
Foreign Corrupt Practices Act of 1977. Globally, we are subject to regulation and supervision by, among others, the
Australian Securities and Investments Commission; the Securities Commission of The Bahamas; the Comisséo de
VaoresMobilidrios in Brazil; the Office of the Superintendent of Financial Institutions Canada as well as provincial
and territorial regulators of financial services and securities in Canada and the Mutual Fund Dealers Association of
Canada; the Cayman Islands Monetary Authority; the China Securities Regulatory Commission; the Autorité des
Marchés Financiers in France; the Federal Financia Supervisory Authority in Germany; the Securities and Futures
Commission of Hong Kong; the Securitiesand Exchange Board of India; the Central Bank of Ireland; the Commissione
Nazionale per le Societa e laBorsain Italy; the Financial Services Agency in Japan; the Korean Ministry of Finance
and Economy, the Financial Services Commission and the Financial Supervisory Service in Korea; the Commission
de Surveillance du Secteur Financier in Luxembourg; the Malaysian Securities Commission; the Comision Nacional
Bancariay de Vaoresin Mexico; the Autoriteit Financiéle Markten in The Netherlands; the Polish Securities and
Exchange Commission; the Romanian National Securities Commission; the Monetary Authority of Singapore; the
Comision Nacional del Mercado de Vaoresin Spain; the Finansinspektionen in Sweden; the Swiss Federal Banking
Commission; the Taiwan Securities and Futures Bureau, the Ministry of Finance and the Commerce Department,
Ministry of Economic Affairs in Taiwan; the Dubai Financial Services Authority in the United Arab Emirates; the
Financial Services Authority in the United Kingdom; and the State Securities Commission of Vietnam.

The Advisers Act imposes numerous obligations on certain of our subsidiaries registered with the SEC as
investment advisers, including record keeping, operating and marketing requirements, disclosure obligations and
prohibitions on fraudulent activities. The Investment Company Act imposes similar obligations on the investment
companies that are advised by our subsidiaries. The SEC is authorized to institute proceedings and impose sanctions
for violations of the Advisers Act and the Investment Company Act, ranging from fines and censure to termination of
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an investment adviser’s registration.

The Company and many of the investment companies advised by our various subsidiaries are subject to federal
securities laws and state securities and corporate laws, including those affecting corporate governance, such as the
Sarbanes-Oxley Act of 2002 and rules adopted by the SEC. AsaNY SE-listed company, we are al so subject to therules
of the NY SE, including its corporate governance standards. The federal securities laws have a so been augmented by
other measures, including the USA Patriot Act of 2001.

FINRA Conduct Rules limit the amount of aggregate sales charges that may be paid in connection with the
purchase and holding of investment company shares sold through broker/dealers. The effect of the rule isto limit the
amount of fees that could be paid pursuant to a fund’s Rule 12b-1 Plan to FTDI, our principal sales and distribution
subsidiary inthe U.S., which earns distribution fees on the distribution of fund sharesin the U.S. The SEC has proposed
changes to Rule 12b-1 which, if adopted, could limit our ability to recover expenses relating to the distribution of our
funds.

In addition, in connection with our secondary busi ness segment, banking/finance, we are currently abank holding
company and afinancial holding company subject to the supervision and regulation of the FRB and the restrictions,
limitations and prohibitions of the BHC Act, as amended by the GLB Act. Significant aspects of the Reform Act relate
to changesin the regulation of banks, thrifts, holding companies and related institutions, and the imposition of various
restrictions and limitations on certain activities of such entities. The Reform Act includes a number of measures that
will increase capital and liquidity requirements, impose limits on leverage, and enhance supervisory authority and
regulatory oversight of non-banking entities, which may apply to our business.

FRB policy historically has required bank holding companies to act as a source of strength to their banking
subsidiaries and to commit capital and financial resources to support those subsidiaries. The Reform Act codified this
policy asastatutory requirement. Such support may berequired by the FRB at timeswhen wemight otherwise determine
not to provideit. In addition, under FRB policy bank holding companies should pay cash dividends on common stock
only out of income available from the previous fiscal year and only if prospective earningsretention is consistent with
anticipated future needs and financial condition.

The Federal banking agencies apply risk-based and leverage capital guidelinesto evaluate the capital adequacy
of bank holding companies and depository institutions. The FRB's capital adequacy guidelines applicable to Franklin,
the FDIC's capital adequacy guidelines applicable to Fiduciary Trust, and the OCC's capital adequacy guidelines
applicable to FTB&T are substantially the same. Under the banking agencies' capital guidelines, Franklin and our
banking subsidiaries must meet specific capital adequacy requirementsthat invol ve quantitative measures of our assets,
liabilities and certain off-balance sheet items as calculated under regulatory accounting practices. To be considered
“well capitalized” under the current guidelines, a bank holding company must maintain aminimum Tier 1 risk-based
capital ratio of 6% and a minimum total risk-based capital ratio of 10%, and a bank must maintain aminimum Tier 1
leverage ratio of 5%. Bank holding companies are also subject to a leverage requirement, generally at least 5%, but
that requirement is not a condition for “well capitalized” status. As of September 30, 2011, our Tier 1 leverage ratio
was 55%, and our Tier 1 risk-based capital and total risk-based capital ratios were 53%. In addition, both Fiduciary
Trust and FTB& T werewell capitalized as of September 30, 2011. A depository institution generally is prohibited from
making capital distributions, including paying dividends, or paying management fees to a holding company if the
institution would thereafter be undercapitalized. Moreover, undercapitalized institutions may not accept, renew or roll
over brokered deposits. Bank regul atorsarerequired to take prompt corrective action to resolve any problems associated
with insured depository institutions, such as Fiduciary Trust and FTB&T, if they become undercapitalized. The GLB
Act, however, generaly prohibits the FRB from imposing similar capital requirements on regulated non-bank
subsidiaries of afinancial holding company.

Pursuant to the GLB Act, a qualifying bank holding company may elect to become afinancial holding company
to engage in a broader range of activities that are financial in nature, including securities underwriting, dealing and
market making, securitizing assets, sponsoring mutual funds and investment companies, engaging in insurance
underwriting and brokerage activities and investing (without providing routine management) in companies engaged in
non-financial activities. To qualify asafinancia holding company, each of abank holding company’sU.S. subsidiary
banks and other depository institution subsidiaries, which are not subject to an exemption, must be and remain at all
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times well capitalized and well managed. The Reform Act added the condition that the bank holding company itself
must beand remain at all timeswell capitalized and well managed. In addition, each such subsidiary must have achieved
at least a“ satisfactory” rating under the Community Reinvestment Act (* CRA”) intheeval uation preceding thefinancial
holding company election. While FTB& T is subject to CRA requirements, Fiduciary Trust remains exempt from such
requirementsbecauseit qualifiesasaspecial purposebank. If, however, wedo not continueto meet al of therequirements
for statusasafinancial holding company, wewould, depending on which requirement isnot met, berequiredto (i) cause
Fiduciary Trust or FTB& T to meet such requirement and, in the meantime, seek prior FRB approval to undertake certain
new activitiesor certain banking and non-banking acquisitions, or (ii) either discontinue our banking (but not our thrift)
business, or discontinue those activities not generally permissible for bank holding companies.

The BHC Act generally requiresthat abank holding company obtain prior approval of the FRB before acquiring
control of any bank. In addition, the FRB may impose limitations, restrictions, or prohibitions on the activities or
acquisitions of a financial holding company if the FRB believes that the financial holding company does not have
appropriate financial and manageria resources. The FRB has broad authority to prohibit activities of bank holding
companies and their non-banking subsidiaries that represent unsafe and unsound banking practices or that constitute
violations of law or regulation. Civil money penalties may be imposed for certain activities conducted on a knowing
or reckless basis if those activities cause a substantial |oss to the bank holding company.

Each of our banking subsidiaries is subject to restrictions under federal law that limit transactions with Franklin
and its non-bank subsidiaries, including loans and other extensions of credit, investments, or asset purchases. These
and various other transactions, including any payment of money to Franklin and its non-bank subsidiaries, must be on
terms and conditionsthat are, or in good faith would be, offered to companiesthat are not affiliated with these entities.
In addition, these laws and related regulations may limit the Company’s ability to obtain funds from subsidiary banks
or affiliates.

The operations and activities of Fiduciary Trust are subject to extensive regulation, supervision and examination
by the FDIC and NY DFS while the operations and activities of our other subsidiaries, including FTB&T, are subject
to oversight by the OCC and various state regulators. The laws and regulations of these regulators generally impose
restrictions and requirements, with which we must comply, on capital adequacy, anti-money laundering, management
practices, liquidity, branching, earnings, loans, dividends, investments, reserves against deposits and the provision of
services.

Thefederal banking agencies and the NY DFS have broad enforcement powers, including the power to terminate
deposit insurance, impose substantial fines and other civil and criminal penalties and appoint aconservator or receiver.
Failure to comply with applicable laws, regulations and supervisory agreements could subject Franklin, our thrift and
banking subsidiaries, as well as officers, directors and other so-called “ingtitution-affiliated parties’ of these
organizations to administrative sanctions and potentially substantial civil money penalties. In addition, the appropriate
federal banking agency may appoint the FDIC as conservator or receiver for a banking institution, or the FDIC may
appoint itself if certain circumstances exist.

COMPETITION

Thefinancial servicesindustry isahighly competitive global industry. There are approximately 9,000 open-end
investment funds of varying siz