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a

Six Months 
Ended June 

30, 2026 
(unaudited)

Year Ended December 31,

2025 2024 2023 2022 2021

Class 1
Per share operating performance
(for a share outstanding throughout the 

period)
Net asset value, beginning of period. . . . . . $16.02 $15.12 $14.91 $15.39 $17.47 $15.65
Income from investment operationsa:

Net investment incomeb.. . . . . . . . . . . . . 0.31 0.61 0.65 0.64 0.62 0.53
Net realized and unrealized gains (losses). 0.70 1.25 0.42 0.64 (1.55) 2.09

Total from investment operations.. . . . . . . . 1.01 1.86 1.07 1.28 (0.93) 2.62
Less distributions from:

Net investment income.. . . . . . . . . . . . . . (0.84) (0.80) (0.80) (0.82) (0.83) (0.80)
Net realized gains. . . . . . . . . . . . . . . . . . (0.11) (0.16) (0.06) (0.94) (0.32) —

Total distributions. . . . . . . . . . . . . . . . . . . . (0.95) (0.96) (0.86) (1.76) (1.15) (0.80)
Net asset value, end of period.. . . . . . . . . . $16.08 $16.02 $15.12 $14.91 $15.39 $17.47

Total returnc. . . . . . . . . . . . . . . . . . . . . . . . 6.27% 12.87% 7.46% 8.87% (5.24)% 17.00%

Ratios to average net assetsd

Expenses before waiver and payments by 
affiliates. . . . . . . . . . . . . . . . . . . . . . . . . . . 0.47% 0.47% 0.47% 0.46% 0.45% 0.47%
Expenses net of waiver and payments by 
affiliates. . . . . . . . . . . . . . . . . . . . . . . . . . . 0.47%e 0.47%e 0.46% 0.46%e,f 0.45%e,f 0.47%e,f

Net investment income.. . . . . . . . . . . . . . . 3.80% 3.97% 4.28% 4.35% 3.82% 3.20%

Supplemental data
Net assets, end of period (000’s).. . . . . . . . $354,791 $336,475 $308,491 $291,326 $220,272 $243,732
Portfolio turnover rate.. . . . . . . . . . . . . . . . 18.09% 41.45% 39.80% 34.98% 64.51% 39.27%

aThe amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations for the period due to the timing of sales and 
repurchases of the Fund’s shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.
bBased on average daily shares outstanding.
cTotal return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance 
Products Trust serves as an underlying investment vehicle. Total return is not annualized for periods less than one year.
dRatios are annualized for periods less than one year.
eBenefit of waiver and payments by affiliates rounds to less than 0.01%. 
fBenefit of expense reduction rounds to less than 0.01%.
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a

Six Months 
Ended June 

30, 2026 
(unaudited)

Year Ended December 31,

2025 2024 2023 2022 2021

Class 2
Per share operating performance
(for a share outstanding throughout the 

period)
Net asset value, beginning of period. . . . . . $15.16 $14.36 $14.20 $14.73 $16.76 $15.04
Income from investment operationsa:

Net investment incomeb.. . . . . . . . . . . . . 0.28 0.54 0.58 0.58 0.55 0.47
Net realized and unrealized gains (losses). 0.66 1.19 0.41 0.61 (1.48) 2.02

Total from investment operations.. . . . . . . . 0.94 1.73 0.99 1.19 (0.93) 2.49
Less distributions from:

Net investment income.. . . . . . . . . . . . . . (0.80) (0.77) (0.77) (0.78) (0.78) (0.77)
Net realized gains. . . . . . . . . . . . . . . . . . (0.11) (0.16) (0.06) (0.94) (0.32) —

Total distributions. . . . . . . . . . . . . . . . . . . . (0.91) (0.93) (0.83) (1.72) (1.10) (0.77)
Net asset value, end of period.. . . . . . . . . . $15.19 $15.16 $14.36 $14.20 $14.73 $16.76

Total returnc. . . . . . . . . . . . . . . . . . . . . . . . 6.17% 12.56% 7.20% 8.62% (5.47)% 16.75%

Ratios to average net assetsd

Expenses before waiver and payments by 
affiliates. . . . . . . . . . . . . . . . . . . . . . . . . . . 0.72% 0.72% 0.72% 0.71% 0.70% 0.72%
Expenses net of waiver and payments by 
affiliates. . . . . . . . . . . . . . . . . . . . . . . . . . . 0.72%e 0.72%e 0.71% 0.71%e,f 0.70%e,f 0.72%e,f

Net investment income.. . . . . . . . . . . . . . . 3.55% 3.72% 4.03% 4.09% 3.56% 2.95%

Supplemental data
Net assets, end of period (000’s).. . . . . . . . $2,526,186 $2,513,164 $2,463,454 $2,546,077 $2,545,382 $3,026,228
Portfolio turnover rate.. . . . . . . . . . . . . . . . 18.09% 41.45% 39.80% 34.98% 64.51% 39.27%

aThe amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations for the period due to the timing of sales and 
repurchases of the Fund’s shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.
bBased on average daily shares outstanding.
cTotal return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance 
Products Trust serves as an underlying investment vehicle. Total return is not annualized for periods less than one year.
dRatios are annualized for periods less than one year.
eBenefit of waiver and payments by affiliates rounds to less than 0.01%. 
fBenefit of expense reduction rounds to less than 0.01%.
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a

Six Months 
Ended June 

30, 2026 
(unaudited)

Year Ended December 31,

2025 2024 2023 2022 2021

Class 4
Per share operating performance
(for a share outstanding throughout the 

period)
Net asset value, beginning of period. . . . . . $15.72 $14.86 $14.67 $15.16 $17.23 $15.45
Income from investment operationsa:

Net investment incomeb.. . . . . . . . . . . . . 0.28 0.55 0.58 0.58 0.55 0.46
Net realized and unrealized gains (losses). 0.69 1.22 0.42 0.64 (1.53) 2.07

Total from investment operations.. . . . . . . . 0.97 1.77 1.00 1.22 (0.98) 2.53
Less distributions from:

Net investment income.. . . . . . . . . . . . . . (0.79) (0.75) (0.75) (0.77) (0.77) (0.75)
Net realized gains. . . . . . . . . . . . . . . . . . (0.11) (0.16) (0.06) (0.94) (0.32) —

Total distributions. . . . . . . . . . . . . . . . . . . . (0.90) (0.91) (0.81) (1.71) (1.09) (0.75)
Net asset value, end of period.. . . . . . . . . . $15.79 $15.72 $14.86 $14.67 $15.16 $17.23

Total returnc. . . . . . . . . . . . . . . . . . . . . . . . 6.11% 12.43% 7.08% 8.55% (5.59)% 16.59%

Ratios to average net assetsd

Expenses before waiver and payments by 
affiliates. . . . . . . . . . . . . . . . . . . . . . . . . . . 0.82% 0.82% 0.82% 0.81% 0.80% 0.82%
Expenses net of waiver and payments by 
affiliates. . . . . . . . . . . . . . . . . . . . . . . . . . . 0.82%e 0.82%e 0.81% 0.81%e,f 0.80%e,f 0.82%e,f

Net investment income.. . . . . . . . . . . . . . . 3.45% 3.62% 3.92% 3.99% 3.49% 2.82%

Supplemental data
Net assets, end of period (000’s).. . . . . . . . $416,530 $401,408 $370,279 $352,794 $325,205 $333,522
Portfolio turnover rate.. . . . . . . . . . . . . . . . 18.09% 41.45% 39.80% 34.98% 64.51% 39.27%

aThe amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations for the period due to the timing of sales and 
repurchases of the Fund’s shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.
bBased on average daily shares outstanding.
cTotal return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance 
Products Trust serves as an underlying investment vehicle. Total return is not annualized for periods less than one year.
dRatios are annualized for periods less than one year.
eBenefit of waiver and payments by affiliates rounds to less than 0.01%. 
fBenefit of expense reduction rounds to less than 0.01%.
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a a Country Shares a Value
a a a a a a

Common Stocks 32.7%
Aerospace & Defense 1.3%

aHoneywell Aerospace, Inc.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 42,500 $9,395,900
Lockheed Martin Corp.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 30,000  15,283,800
RTX Corp.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 90,000  17,075,700

 

41,755,400
 

Air Freight & Logistics 0.5%
United Parcel Service, Inc., B. . . . . . . . . . . . . . . . . . . . . . . . . . . United States 139,000  14,942,500

 

Banks 1.7%
Bank of America Corp.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 200,000  11,396,000
Citigroup, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 50,000  6,998,000
Fifth Third Bancorp.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 200,000  11,274,000
JPMorgan Chase & Co... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 80,000  26,186,400

 

55,854,400
 

Beverages 1.9%
Coca-Cola Co. (The).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 250,000  20,317,500
PepsiCo, Inc.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 300,000  40,620,000

 

60,937,500
 

Biotechnology 1.1%
AbbVie, Inc.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 100,000  25,164,000
Amgen, Inc.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 35,000  12,674,200

 

37,838,200
 

Broadline Retail 0.4%
aAmazon.com, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 49,827  11,875,767

 

Capital Markets 0.4%
BlackRock, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 15,000  14,423,400

 

Chemicals 1.0%
Air Products and Chemicals, Inc... . . . . . . . . . . . . . . . . . . . . . . . United States 115,000  33,715,700

 

Communications Equipment 1.4%
Cisco Systems, Inc.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 400,000  46,984,000

 

Consumer Finance 0.4%
Capital One Financial Corp.. . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 65,000  13,040,300

 

Consumer Staples Distribution & Retail 0.3%
Target Corp... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 75,000  9,795,750

 

Diversified Telecommunication Services 0.8%
Comcast Corp., A. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 654,822  16,075,880
Verizon Communications, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . United States 250,000  10,585,000

 

26,660,880
 

Electric Utilities 2.5%
Duke Energy Corp... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 200,000  25,316,000
NextEra Energy, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 50,000  4,388,500
Southern Co. (The).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 450,000  43,069,500
Xcel Energy, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 130,000  10,439,000

 

83,213,000
 

Energy Equipment & Services 0.5%
SLB Ltd... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 350,000  16,271,500

 

Food Products 0.6%
Nestle SA, ADR. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Switzerland 190,000  19,511,100
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a a Country Shares a Value
a a a a a a

 Common Stocks (continued)    
Ground Transportation 1.1%
Union Pacific Corp... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 129,993 $35,358,096

 

Health Care Equipment & Supplies 1.1%
Abbott Laboratories.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 300,000  27,222,000
Medtronic plc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 120,000  9,387,600

 

36,609,600
 

Health Care Providers & Services 0.7%
CVS Health Corp... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 149,917  15,508,914
UnitedHealth Group, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 14,994  6,231,956

 

21,740,870
 

Hotels, Restaurants & Leisure 0.4%
McDonald's Corp... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 30,000  8,109,300
Starbucks Corp.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 50,000  5,109,500

 

13,218,800
 

Household Products 1.9%
Procter & Gamble Co. (The). . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 425,000  62,322,000

 

Industrial Conglomerates 0.3%
Honeywell International, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . United States 42,500  9,515,750

 

IT Services 0.6%
Accenture plc, A. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 21,000  2,613,240
International Business Machines Corp.. . . . . . . . . . . . . . . . . . . . United States 65,000  18,278,650

 

20,891,890
 

Media 0.0%†

Versant Media Group, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 10,200  367,302
 

Metals & Mining 0.2%
Freeport-McMoRan, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 100,000  6,289,000

 

Multi-Utilities 0.5%
Sempra, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 180,000  16,687,800

 

Oil, Gas & Consumable Fuels 5.0%
Chevron Corp.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 350,000  58,016,000
ConocoPhillips. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 100,000  10,396,000
Exxon Mobil Corp... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 450,000  61,524,000
Shell plc, ADR.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 220,000  17,058,800
TotalEnergies SE. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . France 250,000  19,440,000

 

166,434,800
 

Pharmaceuticals 2.8%
Bristol-Myers Squibb Co... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 179,919  10,366,933
Johnson & Johnson. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 125,000  31,746,250
Merck & Co., Inc.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 200,000  25,700,000
Pfizer, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,059,816  25,520,369

 

93,333,552
 

Semiconductors & Semiconductor Equipment 0.9%
Texas Instruments, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 100,000  29,807,000

 

Software 0.5%
Microsoft Corp... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 32,655  12,180,968
Salesforce, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 35,001  5,483,257

 

17,664,225
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a a Country Shares a Value
a a a a a a

 Common Stocks (continued)    
Specialty Retail 1.1%
Home Depot, Inc. (The).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 100,000 $35,268,000

 

Textiles, Apparel & Luxury Goods 0.1%
NIKE, Inc., B.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 100,000  4,105,000

 

Tobacco 0.7%
Philip Morris International, Inc.. . . . . . . . . . . . . . . . . . . . . . . . . . United States 130,000  23,518,300

 

Total Common Stocks (Cost $808,776,175).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,079,951,382
 

bEquity-Linked Securities 12.9%
Banks 0.6%

cMorgan Stanley Finance LLC into JPMorgan Chase & Co., 144A, 
8%, 3/30/27.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 37,000  11,397,434

cUBS AG into Bank of America Corp., 144A, 8%, 3/03/27. . . . . . . United States 125,000  6,962,023
 

18,359,457
 

Broadline Retail 0.8%
cJ.P. Morgan Structured Products BV into Amazon.com, Inc., 144A, 

9%, 1/11/27.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 36,000  8,452,535
cWells Fargo Bank NA into Amazon.com, Inc., 144A, 9%, 2/26/27. United States 75,000  16,374,649

 

24,827,184
 

Capital Markets 0.4%
cMerrill Lynch BV into Charles Schwab Corp. (The), 144A, 8%, 

3/03/27. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 135,000  12,679,305
 

Chemicals 0.8%
cBofA Finance LLC into Albemarle Corp., 144A, 12.5%, 8/28/26. . United States 255,000  26,953,557

 

Consumer Staples Distribution & Retail 0.1%
cBNP Paribas Issuance BV into Target Corp., 144A, 11%, 10/07/26. United States 40,000  4,394,937

 

Electric Utilities 1.1%
cBNP Paribas Issuance BV into NextEra Energy, Inc., 144A, 8%, 

2/10/27. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 300,000  26,498,906
cWells Fargo Bank NA into NextEra Energy, Inc., 144A, 9.5%, 

10/22/26. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 100,000  8,833,791
 

35,332,697
 

Energy Equipment & Services 0.5%
cCitigroup Global Markets Holdings, Inc. into Halliburton Co., 

144A, 10%, 1/26/27.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 222,000  7,338,303
cMerrill Lynch BV into Halliburton Co., 144A, 8.5%, 9/21/26.. . . . . United States 325,000  9,012,747

 

16,351,050
 

Health Care Providers & Services 0.6%
cMerrill Lynch BV into UnitedHealth Group, Inc., 144A, 9%, 9/25/26. United States 25,000  9,519,361
cMerrill Lynch BV into UnitedHealth Group, Inc., 144A, 10%, 

7/01/26. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 25,000  9,964,905
 

19,484,266
 

Hotels, Restaurants & Leisure 0.6%
cToronto-Dominion Bank (The) into Starbucks Corp., 144A, 9%, 

1/27/27. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 200,000  20,039,128
 

Interactive Media & Services 0.4%
cMizuho Markets Cayman LP into Meta Platforms, Inc., 144A, 

10%, 12/07/26.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 26,000  14,845,358
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a a Country Shares a Value
a a a a a a

bEquity-Linked Securities (continued)    
IT Services 0.7%

cCitigroup Global Markets Holdings, Inc. into International 
Business Machines Corp., 144A, 8.5%, 8/21/26.. . . . . . . . . . . United States 35,000 $9,313,919

cMorgan Stanley Finance LLC into International Business 
Machines Corp., 144A, 8%, 4/08/27.. . . . . . . . . . . . . . . . . . . . United States 40,000  10,837,812

cUBS AG into Accenture plc, 144A, 8%, 7/13/26.. . . . . . . . . . . . . United States 31,000  4,039,460
 

24,191,191
 

Metals & Mining 1.0%
cBarclays Bank plc into Freeport-McMoRan, Inc., 144A, 10%, 

1/27/27. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 250,000  14,338,444
cBNP Paribas Issuance BV into Freeport-McMoRan, Inc., 144A, 

10%, 8/28/26.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 400,000  19,617,188
 

33,955,632
 

Semiconductors & Semiconductor Equipment 3.0%
cBank of America NA into Microchip Technology, Inc., 144A, 11%, 

9/03/26. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 200,000  15,422,971
cBarclays Bank plc into Microchip Technology, Inc., 144A, 10%, 

10/05/26. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 200,000  15,279,007
cBarclays Bank plc into Micron Technology, Inc., 144A, 10%, 

9/08/26. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 90,000  13,613,522
cBNP Paribas SA into Texas Instruments, Inc., 144A, 9%, 7/01/26. United States 113,500  26,612,269
cToronto-Dominion Bank (The) into QUALCOMM, Inc., 144A, 10%, 

11/25/26. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 85,000  14,514,210
cUBS AG into Texas Instruments, Inc., 144A, 10%, 2/24/27.. . . . . United States 50,000  12,062,797

 

97,504,776
 

Software 1.1%
cCitigroup Global Markets Holdings, Inc. into Workday, Inc., 144A, 

10%, 2/24/27.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 55,000  6,957,329
cMizuho Markets Cayman LP into Microsoft Corp., 144A, 7.25%, 

1/11/27. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 47,000  18,469,783
cRoyal Bank of Canada into Microsoft Corp., 144A, 8%, 4/05/27.. United States 18,925  7,187,017
cUBS AG into Oracle Corp., 144A, 12%, 1/11/27.. . . . . . . . . . . . . United States 33,000  5,163,001

 

37,777,130
 

Specialty Retail 0.6%
cJ.P. Morgan Structured Products BV into Home Depot, Inc. (The), 

144A, 8%, 10/20/26.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 52,700  19,185,909
 

Technology Hardware, Storage & Peripherals 0.6%
cMizuho Markets Cayman LP into Dell Technologies, Inc., 144A, 

12%, 11/09/26.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 100,000  19,776,277
 

Total Equity-Linked Securities (Cost $400,195,140).. . . . . . . . . . . . . . . . . . . . . . . . . . . . 425,657,854
 

Convertible Preferred Stocks 3.3%
Aerospace & Defense 0.5%
Boeing Co. (The), 6%.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 240,000  16,152,000

 

Capital Markets 0.2%
Ares Management Corp., B, 6.75%.. . . . . . . . . . . . . . . . . . . . . . United States 200,000  7,330,000
KKR & Co., Inc., D, 6.25%.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 25,000  996,250

 

8,326,250
 

Chemicals 0.2%
Albemarle Corp., 7.25%. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 135,000  7,472,250

 

Electric Utilities 0.4%
NextEra Energy, Inc., 7.234%.. . . . . . . . . . . . . . . . . . . . . . . . . . United States 50,000  2,485,000
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a a Country Shares a Value
a a a a a a

 Convertible Preferred Stocks (continued)    
 Electric Utilities (continued)    

PPL Corp., 7%. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 70,000 $3,434,900
Southern Co. (The), A, 7.125%.. . . . . . . . . . . . . . . . . . . . . . . . . United States 135,000  6,714,900

 

12,634,800
 

Financial Services 0.5%
FNMA, 5.375%.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 475  16,150,000

 

Interactive Media & Services 0.6%
Alphabet, Inc., A, 6.25%. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 190,000  9,669,100
Alphabet, Inc., B, 6.25%.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 190,000  9,557,000

 

19,226,100
 

Software 0.5%
Oracle Corp., D, 6.5%.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 350,000  15,732,500

 

Trading Companies & Distributors 0.4%
a,d,eQXO, Inc., C.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,087  11,942,485

 

Total Convertible Preferred Stocks (Cost $126,033,638).. . . . . . . . . . . . . . . . . . . . . . . . 107,636,385
 

Principal  
Amount*

   

Corporate Bonds 36.7%
Aerospace & Defense 1.4%
Boeing Co. (The), Senior Note, 5.15%, 5/01/30.. . . . . . . . . . . . . United States 15,000,000  15,185,627

cBombardier, Inc., Senior Note, 144A, 7.25%, 7/01/31.. . . . . . . . . Canada 4,250,000  4,452,185
cTransDigm, Inc.,

Senior Secured Note, 144A, 6.75%, 8/15/28 . . . . . . . . . . . . . . United States 5,000,000  5,056,045
Senior Secured Note, 144A, 6.625%, 3/01/32 . . . . . . . . . . . . . United States 15,000,000  15,403,065
Senior Sub. Note, 144A, 6.75%, 1/31/34 .. . . . . . . . . . . . . . . . United States 5,750,000  5,901,938

 

45,998,860
 

Automobile Components 0.3%
cDexko Global, Inc., Senior Note, 144A, 7.5%, 4/15/32.. . . . . . . . United States 12,303,350  10,162,535

 

Automobiles 0.9%
Ford Motor Co.,

Senior Bond, 3.25%, 2/12/32 .. . . . . . . . . . . . . . . . . . . . . . . . . United States 3,000,000  2,645,252
Senior Bond, 6.1%, 8/19/32 .. . . . . . . . . . . . . . . . . . . . . . . . . . United States 7,000,000  7,131,023

General Motors Co.,
Senior Bond, 5.6%, 10/15/32 .. . . . . . . . . . . . . . . . . . . . . . . . . United States 5,000,000  5,119,581
Senior Bond, 5.15%, 4/01/38 .. . . . . . . . . . . . . . . . . . . . . . . . . United States 13,500,000  12,867,668

cRivian Holdings LLC / Rivian LLC / Rivian Automotive LLC, Senior 
Secured Note, 144A, 10%, 1/15/31. . . . . . . . . . . . . . . . . . . . . United States 3,000,000  2,990,493

 

30,754,017
 

Banks 3.0%
Barclays plc,

Senior Bond, 5.746% to 8/08/32, FRN thereafter, 8/09/33 . . . . United Kingdom 15,000,000  15,425,975
Senior Bond, 7.437% to 11/01/32, FRN thereafter, 11/02/33 .. . United Kingdom 10,000,000  11,149,468

Citigroup, Inc., Senior Bond, 6.27% to 11/16/32, FRN thereafter, 
11/17/33. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 24,500,000  26,126,974

JPMorgan Chase & Co.,
f NN, Junior Sub. Bond, 6.875% to 5/31/29, FRN thereafter, 

Perpetual . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 5,000,000  5,240,110
f OO, Junior Sub. Bond, 6.5% to 3/31/30, FRN thereafter, 

Perpetual . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 3,000,000  3,073,383
Senior Bond, 6.254% to 10/22/33, FRN thereafter, 10/23/34 . . United States 3,000,000  3,212,008

PNC Financial Services Group, Inc. (The), Senior Bond, 6.037% 
to 10/27/32, FRN thereafter, 10/28/33.. . . . . . . . . . . . . . . . . . . United States 8,000,000  8,432,913
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a a Country
Principal  
Amount* a Value

a    a a a a

 Corporate Bonds (continued)    
 Banks (continued)    

Truist Financial Corp., Sub. Bond, 4.916% to 7/27/32, FRN 
thereafter, 7/28/33.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 4,000,000 $3,922,449

US Bancorp, Senior Bond, 5.85% to 10/20/32, FRN thereafter, 
10/21/33. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 10,000,000  10,440,387

Wells Fargo & Co.,
f GG, Junior Sub. Bond, 6.125% to 6/14/31, FRN thereafter, 

Perpetual . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 3,000,000  3,036,909
Senior Bond, 5.557% to 7/24/33, FRN thereafter, 7/25/34 . . . . United States 10,000,000  10,244,296

 

100,304,872
 

Biotechnology 0.2%
cGenmab A/S / Genmab Finance LLC,

Senior Note, 144A, 7.25%, 12/15/33 .. . . . . . . . . . . . . . . . . . . Denmark 2,000,000  2,086,516
Senior Secured Note, 144A, 6.25%, 12/15/32 . . . . . . . . . . . . . Denmark 4,000,000  4,078,652

 

6,165,168
 

Building Products 0.5%
cEMRLD Borrower LP / Emerald Co-Issuer, Inc., Senior Secured 

Note, 144A, 6.625%, 12/15/30.. . . . . . . . . . . . . . . . . . . . . . . . United States 11,000,000  11,259,424
cQuikrete Holdings, Inc., Senior Secured Note, 144A, 6.375%, 

3/01/32. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 6,500,000  6,640,770
 

17,900,194
 

Capital Markets 2.0%
Ares Capital Corp., Senior Note, 5.8%, 3/08/32.. . . . . . . . . . . . . United States 3,000,000  2,974,078
Ares Strategic Income Fund, Senior Note, 5.55%, 4/15/31.. . . . . United States 3,500,000  3,398,247
Blackstone Private Credit Fund,

Senior Note, 5.95%, 5/15/31 .. . . . . . . . . . . . . . . . . . . . . . . . . United States 4,000,000  3,939,554
Senior Note, 6%, 1/29/32 . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 4,000,000  3,943,800

Goldman Sachs Group, Inc. (The),
Senior Bond, 6.561% to 10/23/33, FRN thereafter, 10/24/34 . . United States 17,000,000  18,397,583
Sub. Bond, 5.387% to 2/01/36, FRN thereafter, 2/02/41 .. . . . . United States 2,500,000  2,436,195

cGoldman Sachs Private Credit Corp., Senior Note, 144A, 6.15%, 
6/16/31. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 8,000,000  7,944,320

Morgan Stanley,
Senior Bond, 6.342% to 10/17/32, FRN thereafter, 10/18/33 . . United States 8,650,000  9,224,367
Senior Bond, 5.25% to 4/20/33, FRN thereafter, 4/21/34 . . . . . United States 5,700,000  5,737,509
Senior Bond, 6.627% to 10/31/33, FRN thereafter, 11/01/34 .. . United States 6,000,000  6,513,485

 

64,509,138
 

Chemicals 1.6%
cARC Falcon I, Inc. / Arclin USA LLC / New Arclin US Holding 

Corp., Senior Secured Note, 144A, 9.75%, 3/01/33. . . . . . . . . United States 4,000,000  3,852,140
Celanese US Holdings LLC, Senior Note, 7.165%, 7/15/27. . . . . United States 12,000,000  12,297,168

cRain Carbon, Inc., Senior Secured Note, 144A, 12.25%, 9/01/29. United States 7,300,000  7,795,188
cSCIH Salt Holdings, Inc.,

Senior Note, 144A, 6.625%, 5/01/29 .. . . . . . . . . . . . . . . . . . . United States 5,500,000  5,456,608
Senior Secured Note, 144A, 4.875%, 5/01/28 . . . . . . . . . . . . . United States 4,388,000  4,330,991

cTronox, Inc.,
Senior Note, 144A, 4.625%, 3/15/29 .. . . . . . . . . . . . . . . . . . . United States 10,000,000  7,008,888
Senior Secured Note, 144A, 9.125%, 9/30/30 . . . . . . . . . . . . . United States 11,000,000  11,059,051

 

51,800,034
 

Commercial Services & Supplies 0.3%
d,eBX Frontier Member II LLC, 6.1%, 12/31/60.. . . . . . . . . . . . . . . . United States 4,231,308  4,351,037
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a a Country
Principal  
Amount* a Value

a    a a a a

 Corporate Bonds (continued)    
 Commercial Services & Supplies (continued)    

cRR Donnelley & Sons Co., Senior Secured Note, 144A, 9.5%, 
8/01/29. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 4,500,000 $4,670,082

 

9,021,119
 

Consumer Finance 1.3%
Capital One Financial Corp.,

Senior Note, 3.273% to 2/28/29, FRN thereafter, 3/01/30 .. . . . United States 7,000,000  6,742,174
Senior Note, 5.247% to 7/25/29, FRN thereafter, 7/26/30 .. . . . United States 6,070,000  6,135,202

Ford Motor Credit Co. LLC,
Senior Note, 4.95%, 5/28/27 .. . . . . . . . . . . . . . . . . . . . . . . . . United States 15,000,000  15,011,266
Senior Note, 7.35%, 3/06/30 .. . . . . . . . . . . . . . . . . . . . . . . . . United States 1,500,000  1,586,928
Senior Note, 6.532%, 3/19/32 .. . . . . . . . . . . . . . . . . . . . . . . . United States 7,654,000  7,913,799

General Motors Financial Co., Inc., Senior Bond, 6.4%, 1/09/33.. United States 5,000,000  5,313,802
 

42,703,171
 

Containers & Packaging 1.6%
cArdagh Group SA,
g Secured Note, 144A, PIK, 11%, 12/01/30 . . . . . . . . . . . . . . . . United States 11,393,250  10,844,158

Senior Secured Note, 144A, 9.5%, 12/01/30 . . . . . . . . . . . . . . United States 8,402,000  8,987,250
cClydesdale Acquisition Holdings, Inc., Senior Secured Note, 

144A, 6.75%, 4/15/32. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 6,000,000  5,828,101
cMauser Packaging Solutions Holding Co.,

Secured Note, 144A, 9.25%, 4/15/30 .. . . . . . . . . . . . . . . . . . . United States 12,032,000  11,846,852
Senior Secured Note, 144A, 7.875%, 4/15/30 . . . . . . . . . . . . . United States 7,000,000  7,159,985

cSword Purchaser LLC, Senior Secured Note, 144A, 8.25%, 
4/15/33. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 8,000,000  8,282,720

 

52,949,066
 

Diversified Telecommunication Services 1.7%
cCCO Holdings LLC / CCO Holdings Capital Corp.,

Senior Bond, 144A, 4.75%, 3/01/30 .. . . . . . . . . . . . . . . . . . . . United States 2,500,000  2,371,678
Senior Note, 144A, 6.375%, 9/01/29 .. . . . . . . . . . . . . . . . . . . United States 17,500,000  17,492,234
Senior Note, 144A, 7%, 2/01/33 . . . . . . . . . . . . . . . . . . . . . . . United States 12,000,000  11,778,190

cConnect Holding II LLC, Senior Secured Note, 144A, 10.5%, 
4/03/31. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 6,750,000  6,766,720

cPR RNO Property Owner 1 LLC, Senior Secured Note, 144A, 
6.5%, 5/01/31. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 8,000,000  7,993,975

cRD Michigan Property Owner I LLC, Senior Secured Bond, 144A, 
7.5%, 3/30/45. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 5,000,000  4,986,221

Verizon Communications, Inc., Junior Sub. Bond, 6.2% to 
5/13/36, FRN thereafter, 5/14/56. . . . . . . . . . . . . . . . . . . . . . . United States 3,000,000  3,034,044

 

54,423,062
 

Electric Utilities 1.9%
cNRG Energy, Inc.,

Senior Bond, 144A, 6%, 1/15/36 .. . . . . . . . . . . . . . . . . . . . . . United States 11,500,000  11,469,860
Senior Note, 144A, 5.75%, 7/15/29 .. . . . . . . . . . . . . . . . . . . . United States 20,000,000  20,030,360

Southern Co. (The),
Junior Sub. Bond, 6% to 3/31/33, FRN thereafter, 4/01/58 .. . . United States 1,500,000  1,504,030
2025, Junior Sub. Bond, 6.375% to 3/14/35, FRN thereafter, 
3/15/55 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,000,000  1,029,635
Senior Bond, 5.7%, 10/15/32 .. . . . . . . . . . . . . . . . . . . . . . . . . United States 10,000,000  10,404,205

cVistra Operations Co. LLC,
Senior Note, 144A, 4.375%, 5/01/29 .. . . . . . . . . . . . . . . . . . . United States 10,505,000  10,325,211
Senior Note, 144A, 7.75%, 10/15/31 .. . . . . . . . . . . . . . . . . . . United States 4,700,000  4,919,326
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a a Country
Principal  
Amount* a Value

a    a a a a

 Corporate Bonds (continued)    
 Electric Utilities (continued)    

cVistra Operations Co. LLC, (continued)     

Senior Note, 144A, 6.875%, 4/15/32 .. . . . . . . . . . . . . . . . . . . United States 2,800,000 $2,901,175
 

62,583,802
 

Electrical Equipment 0.2%
Regal Rexnord Corp., Senior Note, 6.4%, 4/15/33.. . . . . . . . . . . United States 5,000,000  5,309,665

 

Energy Equipment & Services 0.3%
cWeatherford International Ltd.,

Senior Note, 144A, 8.625%, 4/30/30 .. . . . . . . . . . . . . . . . . . . United States 5,316,000  5,403,533
Senior Note, 144A, 6.75%, 10/15/33 .. . . . . . . . . . . . . . . . . . . United States 3,500,000  3,572,977

 

8,976,510
 

Food Products 0.4%
JBS NV / JBS USA Foods Group Holdings, Inc. / JBS USA Food 

Co. Holdings, Senior Note, 5.75%, 4/01/33.. . . . . . . . . . . . . . . United States 8,000,000  8,218,340
Pilgrim's Pride Corp., Senior Bond, 6.25%, 7/01/33.. . . . . . . . . . United States 4,000,000  4,181,216

 

12,399,556
 

Ground Transportation 0.1%
cAshtead Capital, Inc., Senior Note, 144A, 4.25%, 11/01/29. . . . . United Kingdom 4,500,000  4,409,084

 

Health Care Equipment & Supplies 0.7%
GE HealthCare Technologies, Inc., Senior Note, 5.905%, 11/22/32. United States 4,000,000  4,209,159

cMedline Borrower LP,
Senior Note, 144A, 5.25%, 10/01/29 .. . . . . . . . . . . . . . . . . . . United States 4,000,000  3,977,577
Senior Secured Note, 144A, 3.875%, 4/01/29 . . . . . . . . . . . . . United States 10,000,000  9,716,440

cMedline Borrower LP / Medline Co-Issuer, Inc., Senior Secured 
Note, 144A, 5.25%, 6/15/33.. . . . . . . . . . . . . . . . . . . . . . . . . . United States 5,000,000  4,973,341

 

22,876,517
 

Health Care Providers & Services 5.5%
Centene Corp., Senior Note, 4.625%, 12/15/29.. . . . . . . . . . . . . United States 10,000,000  9,705,862

cCHS/Community Health Systems, Inc.,
144A, 10.75%, 6/15/33 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 20,000,000  21,951,000
Secured Note, 144A, 6.875%, 4/15/29 .. . . . . . . . . . . . . . . . . . United States 23,820,000  23,448,079
Secured Note, 144A, 6.125%, 4/01/30 .. . . . . . . . . . . . . . . . . . United States 19,930,000  17,912,135
Senior Secured Note, 144A, 10.875%, 1/15/32 . . . . . . . . . . . . United States 24,798,000  26,736,981
Senior Secured Note, 144A, 9.75%, 1/15/34 . . . . . . . . . . . . . . United States 12,000,000  12,543,972

CVS Health Corp., Senior Bond, 5.25%, 2/21/33.. . . . . . . . . . . . United States 5,000,000  5,084,760
cDaVita, Inc., Senior Note, 144A, 4.625%, 6/01/30. . . . . . . . . . . . United States 8,500,000  8,239,663
HCA, Inc., Senior Bond, 5.5%, 6/01/33. . . . . . . . . . . . . . . . . . . . United States 10,000,000  10,220,582
Tenet Healthcare Corp.,

Senior Note, 6.125%, 10/01/28 .. . . . . . . . . . . . . . . . . . . . . . . United States 13,580,000  13,641,775
c Senior Note, 144A, 6%, 11/15/33 .. . . . . . . . . . . . . . . . . . . . . . United States 10,000,000  10,094,630

Senior Secured Note, 6.125%, 6/15/30 . . . . . . . . . . . . . . . . . . United States 12,500,000  12,607,225
Senior Secured Note, 6.75%, 5/15/31 .. . . . . . . . . . . . . . . . . . United States 10,000,000  10,249,060

 

182,435,724
 

Hotels, Restaurants & Leisure 2.1%
cCaesars Entertainment, Inc.,

Senior Note, 144A, 6%, 10/15/32 . . . . . . . . . . . . . . . . . . . . . . United States 12,500,000  11,336,619
Senior Secured Note, 144A, 7%, 2/15/30 .. . . . . . . . . . . . . . . . United States 6,250,000  6,289,663
Senior Secured Note, 144A, 6.5%, 2/15/32 .. . . . . . . . . . . . . . United States 9,000,000  8,786,078

cCarnival Corp. Ltd., Senior Note, 144A, 5.75%, 8/01/32.. . . . . . . United States 11,750,000  11,879,454
cFertitta Entertainment LLC / Fertitta Entertainment Finance Co., 

Inc.,
Senior Note, 144A, 6.75%, 1/15/30 .. . . . . . . . . . . . . . . . . . . . United States 4,100,000  4,023,725
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a a Country
Principal  
Amount* a Value

a    a a a a

 Corporate Bonds (continued)    
 Hotels, Restaurants & Leisure (continued)    

cFertitta Entertainment LLC / Fertitta Entertainment Finance Co., 
Inc., (continued)     

Senior Secured Note, 144A, 4.625%, 1/15/29 . . . . . . . . . . . . . United States 3,500,000 $3,405,116
cNCL Corp. Ltd., Senior Note, 144A, 6.75%, 2/01/32.. . . . . . . . . . United States 2,000,000  1,996,913
cWynn Las Vegas LLC / Wynn Las Vegas Capital Corp., Senior 

Bond, 144A, 5.25%, 5/15/27.. . . . . . . . . . . . . . . . . . . . . . . . . . United States 6,000,000  6,000,693
cWynn Resorts Finance LLC / Wynn Resorts Capital Corp., Senior 

Note, 144A, 6.25%, 3/15/33.. . . . . . . . . . . . . . . . . . . . . . . . . . United States 15,000,000  15,064,440
 

68,782,701
 

Household Durables 0.1%
cNewell Brands, Inc., Senior Note, 144A, 8.5%, 6/01/28. . . . . . . . United States 2,500,000  2,613,245

 

Independent Power and Renewable Electricity Producers 0.4%
cTalen Energy Supply LLC, Senior Note, 144A, 6.375%, 5/01/33.. United States 6,250,000  6,244,736

c,fVistra Corp., Junior Sub. Bond, 144A, 7% to 12/14/26, FRN 
thereafter, Perpetual. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 7,800,000  7,880,559

 

14,125,295
 

Insurance 0.2%
cAsurion LLC / Asurion Co-Issuer, Inc.,

Secured Note, 144A, 8.375%, 2/01/34 .. . . . . . . . . . . . . . . . . . United States 3,500,000  3,242,449
Senior Secured Note, 144A, 8%, 12/31/32 .. . . . . . . . . . . . . . . United States 4,500,000  4,537,672

 

7,780,121
 

IT Services 0.3%
cBeignet Investor LLC, Senior Secured Bond, 144A, 6.581%, 

5/30/49. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 8,500,000  8,675,512
cCoreWeave, Inc., Senior Note, 144A, 9%, 2/01/31.. . . . . . . . . . . United States 2,500,000  2,473,661

 

11,149,173
 

Media 0.3%
cClear Channel Outdoor Holdings, Inc., Senior Note, 144A, 7.75%, 

4/15/28. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 2,800,000  2,812,071
cStagwell Global LLC, Senior Note, 144A, 5.625%, 8/15/29.. . . . . United States 5,000,000  4,826,202
cUnivision Communications, Inc., Senior Secured Note, 144A, 

9.375%, 8/01/32. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 3,000,000  3,050,562
 

10,688,835
 

Metals & Mining 1.5%
cAlcoa Nederland Holding BV, Senior Note, 144A, 4.125%, 3/31/29. United States 8,500,000  8,284,335
ArcelorMittal SA, Senior Bond, 6.8%, 11/29/32. . . . . . . . . . . . . . Luxembourg 12,000,000  13,172,859

cCleveland-Cliffs, Inc.,
Senior Note, 144A, 7%, 3/15/32 . . . . . . . . . . . . . . . . . . . . . . . United States 5,000,000  4,966,727
Senior Note, 144A, 7.375%, 5/01/33 .. . . . . . . . . . . . . . . . . . . United States 4,000,000  4,000,857
Senior Note, 144A, 7.625%, 1/15/34 .. . . . . . . . . . . . . . . . . . . United States 5,000,000  4,997,027

cFortescue Treasury Pty. Ltd.,
Senior Bond, 144A, 4.375%, 4/01/31 .. . . . . . . . . . . . . . . . . . . Australia 6,000,000  5,713,986
Senior Bond, 144A, 6.125%, 4/15/32 .. . . . . . . . . . . . . . . . . . . Australia 3,442,000  3,541,004
Senior Note, 144A, 5.875%, 4/15/30 .. . . . . . . . . . . . . . . . . . . Australia 5,000,000  5,064,849

 

49,741,644
 

Oil, Gas & Consumable Fuels 2.8%
cCalumet Specialty Products Partners LP / Calumet Finance Corp.,

Senior Note, 144A, 9.75%, 2/15/31 .. . . . . . . . . . . . . . . . . . . . United States 7,000,000  7,405,881
Senior Secured Note, 144A, 9.25%, 7/15/29 . . . . . . . . . . . . . . United States 5,500,000  5,582,500

cHilcorp Energy I LP / Hilcorp Finance Co., Senior Bond, 144A, 
7.25%, 2/15/35. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 4,000,000  3,940,870
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a a Country
Principal  
Amount* a Value

a    a a a a

 Corporate Bonds (continued)    
 Oil, Gas & Consumable Fuels (continued)    

cMatador Resources Co., Senior Note, 144A, 6.25%, 4/15/33.. . . United States 3,500,000 $3,489,021
Occidental Petroleum Corp.,

Senior Bond, 6.625%, 9/01/30 .. . . . . . . . . . . . . . . . . . . . . . . . United States 6,000,000  6,350,778
Senior Bond, 5.55%, 10/01/34 .. . . . . . . . . . . . . . . . . . . . . . . . United States 3,000,000  3,070,401

cVenture Global LNG, Inc.,
f Junior Sub. Bond, 144A, 9% to 9/29/29, FRN thereafter, 

Perpetual . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 12,250,000  11,966,231
Senior Secured Note, 144A, 7%, 1/15/30 .. . . . . . . . . . . . . . . . United States 5,161,000  5,266,202
Senior Secured Note, 144A, 8.375%, 6/01/31 . . . . . . . . . . . . . United States 20,000,000  20,826,065
Senior Secured Note, 144A, 9.875%, 2/01/32 . . . . . . . . . . . . . United States 4,000,000  4,271,848

cVenture Global Plaquemines LNG LLC,
Senior Secured Bond, 144A, 7.75%, 5/01/35 .. . . . . . . . . . . . . United States 8,500,000  9,536,549
Senior Secured Note, 144A, 6.125%, 12/15/30 . . . . . . . . . . . . United States 2,000,000  2,047,276
Senior Secured Note, 144A, 6.5%, 6/15/34 .. . . . . . . . . . . . . . United States 1,800,000  1,876,095

Williams Cos., Inc. (The), Senior Bond, 5.65%, 3/15/33.. . . . . . . United States 5,000,000  5,149,284
 

90,779,001
 

Passenger Airlines 0.7%
cAmerican Airlines, Inc. / AAdvantage Loyalty IP Ltd., Senior 

Secured Note, 144A, 5.75%, 4/20/29.. . . . . . . . . . . . . . . . . . . United States 4,460,000  4,471,293
cDelta Air Lines, Inc. / SkyMiles IP Ltd., Senior Secured Note, 

144A, 4.75%, 10/20/28.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 4,166,667  4,163,765
cJetBlue Airways Corp. / JetBlue Loyalty LP, Senior Secured Note, 

144A, 9.875%, 9/20/31.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 7,000,000  6,349,475
cUnited Airlines, Inc., Senior Secured Note, 144A, 4.625%, 4/15/29. United States 8,750,000  8,634,291

 

23,618,824
 

Personal Care Products 0.1%
cOpal Bidco SAS, Senior Secured Note, 144A, 6.5%, 3/31/32.. . . France 2,750,000  2,806,928

 

Pharmaceuticals 0.7%
cEndo Finance Holdings LP, Senior Secured Note, 144A, 8.5%, 

4/15/31. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 4,000,000  4,206,839
cOrganon & Co. / Organon Foreign Debt Co-Issuer BV,

Senior Bond, 144A, 5.125%, 4/30/31 .. . . . . . . . . . . . . . . . . . . United States 4,000,000  3,959,143
Senior Note, 144A, 7.875%, 5/15/34 .. . . . . . . . . . . . . . . . . . . United States 3,000,000  3,215,466
Senior Secured Note, 144A, 4.125%, 4/30/28 . . . . . . . . . . . . . United States 3,000,000  2,964,108

Teva Pharmaceutical Finance Netherlands III BV, Senior Note, 
6.75%, 3/01/28. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Israel 10,000,000  10,238,754

 

24,584,310
 

Semiconductors & Semiconductor Equipment 0.4%
cBroadcom, Inc., Senior Bond, 144A, 4.15%, 4/15/32. . . . . . . . . . United States 10,000,000  9,627,052
cQnity Electronics, Inc.,

Senior Note, 144A, 6.25%, 8/15/33 .. . . . . . . . . . . . . . . . . . . . United States 1,650,000  1,680,832
Senior Secured Note, 144A, 5.75%, 8/15/32 . . . . . . . . . . . . . . United States 2,000,000  2,013,152

 

13,321,036
 

Software 1.3%
cCloud Software Group LLC,

Secured Note, 144A, 9%, 9/30/29 .. . . . . . . . . . . . . . . . . . . . . United States 5,000,000  4,856,959
Senior Secured Note, 144A, 6.5%, 3/31/29 .. . . . . . . . . . . . . . United States 5,000,000  4,855,107

cMcAfee Corp., Senior Note, 144A, 7.375%, 2/15/30.. . . . . . . . . . United States 5,000,000  4,252,835
Oracle Corp.,

Senior Bond, 6.25%, 11/09/32 .. . . . . . . . . . . . . . . . . . . . . . . . United States 6,750,000  6,940,428
Senior Bond, 5.2%, 9/26/35 .. . . . . . . . . . . . . . . . . . . . . . . . . . United States 2,500,000  2,341,547
Senior Bond, 5.7%, 2/04/36 .. . . . . . . . . . . . . . . . . . . . . . . . . . United States 8,000,000  7,750,451
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a a Country
Principal  
Amount* a Value

a    a a a a

 Corporate Bonds (continued)    
 Software (continued)    

Salesforce, Inc., Senior Bond, 5.55%, 3/15/36.. . . . . . . . . . . . . . United States 12,000,000 $11,995,846
 

42,993,173
 

Specialized REITs 0.3%
American Tower Corp., Senior Bond, 5.65%, 3/15/33.. . . . . . . . . United States 5,000,000  5,165,577

cMillrose Properties, Inc., Senior Note, 144A, 6.375%, 8/01/30. . . United States 4,000,000  4,056,800
 

9,222,377
 

Textiles, Apparel & Luxury Goods 0.4%
c,gBeach Acquisition Bidco LLC, Senior Note, 144A, PIK, 10%, 

7/15/33. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 10,540,486  11,448,200
 

Tobacco 0.2%
BAT Capital Corp., Senior Bond, 6.421%, 8/02/33.. . . . . . . . . . . United Kingdom 6,000,000  6,488,379

 

Trading Companies & Distributors 1.0%
c,hEquipmentShare.com, Inc., Secured Note, 144A, 7.125%, 7/01/34. United States 3,500,000  3,443,260

cHerc Holdings, Inc., Senior Note, 144A, 7%, 6/15/30.. . . . . . . . . United States 2,500,000  2,590,631
cQXO Building Products, Inc.,

Senior Note, 144A, 6.5%, 7/15/31 .. . . . . . . . . . . . . . . . . . . . . United States 3,000,000  3,059,178
Senior Note, 144A, 6.875%, 7/15/34 .. . . . . . . . . . . . . . . . . . . United States 3,500,000  3,595,115

United Rentals North America, Inc.,
Senior Bond, 4.875%, 1/15/28 .. . . . . . . . . . . . . . . . . . . . . . . . United States 12,800,000  12,765,555

c Senior Secured Note, 144A, 6%, 12/15/29 .. . . . . . . . . . . . . . . United States 8,000,000  8,135,584
 

33,589,323
 

Total Corporate Bonds (Cost $1,170,772,738).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,209,414,659
 

   

iSenior Floating Rate Interests 1.4%
Containers & Packaging 0.1%
jClydesdale Acquisition Holdings, Inc., First Lien, 2025 Incremental 

Closing Date CME Term Loan, B, 6.894%, (1-month SOFR + 
3.25%), 4/01/32.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 3,948,801  3,802,360

 

jHealth Care Equipment & Supplies 0.4%
Hologic, Inc., First Lien, CME Term Loan, B, 5.995%, (3-month 

SOFR + 2.25%), 4/07/33. . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 4,000,000  3,919,180
Hologic, Inc., First Lien, Initial CME Term Loan, 8.745%, (3-month 

SOFR + 5%), 4/07/34.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 9,000,000  8,926,920
 

12,846,100
a a a a a a

Health Care Providers & Services 0.0%†

jMPH Acquisition Holdings LLC, First Lien, Exchange First Out 
CME Term Loan, 7.675%, (3-month SOFR + 3.75%), 12/31/30. United States 1,572,592  1,577,837

 

Oil, Gas & Consumable Fuels 0.3%
jVenture Global Calcasieu Pass LLC, First Lien, Initial CME Term 

Loan, 6.954%, (6-month SOFR + 3.25%), 4/11/33. . . . . . . . . . United States 10,000,000  10,041,000
 

Passenger Airlines 0.4%
jAmerican Airlines, Inc., First Lien, 2026 CME Term Loan, 6.666%, 

(3-month SOFR + 3%), 5/30/33. . . . . . . . . . . . . . . . . . . . . . . . United States 12,000,000  11,872,500
 

Personal Care Products 0.2%
jOPAL US LLC, First Lien, CME Term Loan, B6, 6.232%, (3-month 

SOFR + 2.5%), 4/28/32.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 5,706,947  5,710,000
 

Total Senior Floating Rate Interests (Cost $45,843,683). . . . . . . . . . . . . . . . . . . . . . . . .  45,849,797
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a a Country
Principal  
Amount* a Value

a    a a a a

U.S. Government and Agency Securities 5.4%
U.S. Treasury Bonds,

3.625%, 5/15/53 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 42,500,000 $33,975,098
4.125%, 8/15/53 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 21,000,000  18,348,340

k 5.07%, 11/15/54 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 115,000,000  28,255,103
4.5%, 11/15/54 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 10,000,000  9,310,742

U.S. Treasury Notes,
4%, 5/31/30 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 16,000,000  15,893,750
4.125%, 8/31/30 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 30,000,000  29,920,312
2.875%, 5/15/32 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 30,000,000  27,856,641
4.125%, 5/31/32 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 16,000,000  15,888,750

 

Total U.S. Government and Agency Securities (Cost $188,899,398).. . . . . . . . . . . . . .  179,448,736
 

 

Asset-Backed Securities 0.3%
Passenger Airlines 0.3%
United Airlines Pass-Through Trust,

2020-1, A, 5.875%, 10/15/27. . . . . . . . . . . . . . . . . . . . . . . . . . United States 3,111,542  3,149,904
2023-1, A, 5.8%, 1/15/36.. . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 5,736,956  5,972,285

 

9,122,189
a a a a a a

Total Asset-Backed Securities (Cost $8,848,498).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,122,189
 

 

Mortgage-Backed Securities 5.2%
Federal Home Loan Mortgage Corp. (FHLMC) Fixed Rate 2.4%
FHLMC Pool, 30 Year, 5%, 5/01/53.. . . . . . . . . . . . . . . . . . . . . . United States 13,950,135  13,802,711
FHLMC Pool, 30 Year, 5%, 11/01/54.. . . . . . . . . . . . . . . . . . . . . United States 24,059,512  23,748,984
FHLMC Pool, 30 Year, 5.5%, 7/01/53 - 2/01/55. . . . . . . . . . . . . . United States 37,798,185  38,067,026
FHLMC Pool, 30 Year, 6%, 9/01/55.. . . . . . . . . . . . . . . . . . . . . . United States 3,797,642  3,887,504

 

79,506,225
 

Federal National Mortgage Association (FNMA) Fixed Rate 1.2%
FNMA, 30 Year, 4%, 8/01/49.. . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,153,817  1,097,573
FNMA, 30 Year, 5%, 5/01/53 - 11/01/53.. . . . . . . . . . . . . . . . . . . United States 25,769,813  25,490,352
FNMA, 30 Year, 5.5%, 11/01/54.. . . . . . . . . . . . . . . . . . . . . . . . . United States 5,419,078  5,448,338
FNMA, 30 Year, 6%, 8/01/55.. . . . . . . . . . . . . . . . . . . . . . . . . . . United States 7,004,870  7,170,623

 

39,206,886
 

Government National Mortgage Association (GNMA) Fixed Rate 1.6%
GNMA II, Single-family, 30 Year, 5.5%, 5/20/55 - 12/20/55.. . . . . United States 33,610,780  33,822,901
GNMA II, Single-family, 30 Year, 6%, 8/20/55 - 1/20/56. . . . . . . . United States 19,126,882  19,552,890

 

53,375,791
 

Total Mortgage-Backed Securities (Cost $170,484,691).. . . . . . . . . . . . . . . . . . . . . . . . .  172,088,902
 

   

Total Long Term Investments (Cost $2,919,853,961). . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,229,169,904
   a
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Short Term Investments 1.4%
a a Country Shares a Value
a a a a a a

Money Market Funds 1.4%
l,mFranklin Institutional U.S. Government Money Market Fund, 

3.597%.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States	 	 	 45,579,645 $45,579,645
 

Total Money Market Funds (Cost $45,579,645). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,579,645
 

Total Short Term Investments (Cost $45,579,645).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,579,645
 

 

a

Total Investments (Cost $2,965,433,606) 99.3%.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,274,749,549
Other Assets, less Liabilities 0.7%.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,757,900

 

Net Assets 100.0%.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,297,507,449
aa a

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
See Abbreviations on page 30. 

* The principal amount is stated in U.S. dollars unless otherwise indicated.
† Rounds to less than 0.1% of net assets.
a Non-income producing.
b See Note 1(d) regarding equity-linked securities.
c Security was purchased pursuant to Rule 144A or Regulation S under the Securities Act of 1933. 144A securities may be sold in transactions exempt from registration only 
to qualified institutional buyers or in a public offering registered under the Securities Act of 1933. Regulation S securities cannot be sold in the United States without either 
an effective registration statement filed pursuant to the Securities Act of 1933, or pursuant to an exemption from registration. At June 30, 2026, the aggregate value of these 
securities was $1,185,072,879, representing 35.9% of net assets.
d Fair valued using significant unobservable inputs. See Note 9 regarding fair value measurements.
e See Note 7 regarding restricted securities.
f Perpetual security with no stated maturity date.
g Income may be received in additional securities and/or cash.
h A portion or all of the security purchased on a delayed delivery basis. See Note 1(c).
i See Note 1(f) regarding senior floating rate interests.
j The coupon rate shown represents the rate inclusive of any caps or floors, if applicable, in effect at period end.
k The rate shown represents the yield at period end.
l See Note 3(e) regarding investments in affiliated management investment companies.
m The rate shown is the annualized seven-day effective yield at period end.
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Franklin Income 
VIP Fund

Assets:
Investments in securities:

Cost - Unaffiliated issuers.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,919,853,961
Cost - Non-controlled affiliates (Note 3e).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,579,645

Value - Unaffiliated issuers .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,229,169,904
Value - Non-controlled affiliates (Note 3e). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,579,645

Cash.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 779,783
Receivables:

Investment securities sold.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,857,530
Capital shares sold.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 490,398
Dividends and interest. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,261,612
European Union tax reclaims (Note 1g).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,698,501

Total assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,303,837,373
Liabilities:

Payables:
Investment securities purchased.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,500,000
Capital shares redeemed. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 839,751
Management fees.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,237,575
Distribution fees.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 639,997
Trustees' fees and expenses.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,114

Accrued expenses and other liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 111,487
Total liabilities.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,329,924

Net assets, at value. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,297,507,449

Net assets consist of:
Paid-in capital. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,789,171,065
Total distributable earnings (losses).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 508,336,384

Net assets, at value. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,297,507,449

Franklin Income 
VIP Fund

Class 1:
Net assets, at value. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $354,790,885
Shares outstanding.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,059,680
Net asset value and maximum offering price per sharea.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $16.08

Class 2:
Net assets, at value. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,526,186,128
Shares outstanding.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 166,332,186
Net asset value and maximum offering price per sharea.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $15.19

Class 4:
Net assets, at value. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $416,530,436
Shares outstanding.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,372,738
Net asset value and maximum offering price per sharea.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $15.79

aNet asset value per share may not recalculate due to rounding.
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Franklin Income 
VIP Fund

Investment income:
Dividends: (net of foreign taxes of $185,639)

Unaffiliated issuers.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $18,064,277
Non-controlled affiliates (Note 3e).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 505,180

Interest: 
Unaffiliated issuers.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51,480,240

Income from securities loaned:
Unaffiliated entities (net of fees and rebates).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,973)
Non-controlled affiliates (Note 3e).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,704

Other income (Note 1g).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,351
Total investment income.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70,059,779

Expenses:
Management fees (Note 3a).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,519,991
Distribution fees: (Note 3c)
    Class 2. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,164,950
    Class 4. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 717,894
Custodian fees .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,060
Reports to shareholders fees.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,629
Professional fees.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65,634
Trustees' fees and expenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,666
Other.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51,736

Total expenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,578,560
Expenses waived/paid by affiliates (Note 3e). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (24,496)

Net expenses.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,554,064
Net investment income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58,505,715

Realized and unrealized gains (losses):
Net realized gain (loss) from:

Investments:
Unaffiliated issuers. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 156,146,905

Foreign currency transactions.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,529)
Net realized gain (loss).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 156,145,376

Net change in unrealized appreciation (depreciation) on:
Investments:

Unaffiliated issuers. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (16,458,830)
Translation of other assets and liabilities denominated in foreign currencies.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (52,395)

Net change in unrealized appreciation (depreciation).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (16,511,225)
Net realized and unrealized gain (loss). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 139,634,151
Net increase (decrease) in net assets resulting from operations.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $198,139,866
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Franklin Income VIP Fund
Six Months Ended 

June 30, 2026 
(unaudited)

Year Ended 
December 31, 2025

Increase (decrease) in net assets:
Operations:

Net investment income.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $58,505,715 $118,119,682
Net realized gain (loss).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 156,145,376 66,466,132
Net change in unrealized appreciation (depreciation).. . . . . . . . . . . . . . . . . . . . . . . . . . . (16,511,225) 189,922,350

Net increase (decrease) in net assets resulting from operations.. . . . . . . . . . . . . . . . 198,139,866 374,508,164
Distributions to shareholders:
   Class 1.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (19,594,541) (19,293,764)
   Class 2.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (143,219,016) (151,222,313)
   Class 4.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (22,332,068) (22,018,717)
Total distributions to shareholders. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (185,145,625) (192,534,794)
Capital share transactions: (Note 2)
   Class 1.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,881,470 8,477,274
   Class 2.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,502,628 (90,023,704)
   Class 4.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,082,812 8,394,722
Total capital share transactions. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,466,910 (73,151,708)

Net increase (decrease) in net assets.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46,461,151 108,821,662
Net assets:

Beginning of period. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,251,046,298 3,142,224,636
End of period.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,297,507,449 $3,251,046,298
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Notes to Financial Statements (unaudited)
Franklin Income VIP Fund

​​1. Organization and Significant Accounting Policies
Franklin Templeton Variable Insurance Products Trust (Trust) 
is registered under the Investment Company Act of 1940 
(1940 Act) as an open-end management investment 
company, consisting of eighteen separate funds. The Trust 
follows the accounting and reporting guidance in Financial 
Accounting Standards Board (FASB) Accounting Standards 
Codification Topic 946, Financial Services – Investment 
Companies (ASC 946) and applies the specialized 
accounting and reporting guidance in U.S. Generally 
Accepted Accounting Principles (U.S. GAAP), including, but 
not limited to, ASC 946. Franklin Income VIP Fund (Fund) is 
included in this report. Shares of the Fund are generally sold 
only to insurance company separate accounts to fund the 
benefits of variable life insurance policies or variable annuity 
contracts. The Fund offers three classes of shares: Class 1, 
Class 2 and Class 4. Each class of shares may differ by its 
distribution fees, voting rights on matters affecting a single 
class and its exchange privilege.  

The following summarizes the Fund's significant accounting 
policies.

​​a. Financial Instrument Valuation
The Fund's investments in financial instruments are carried 
at fair value daily. Fair value is the price that would be 
received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants on the 
measurement date. The Fund calculates the net asset value 
(NAV) per share each business day as of 4 p.m. Eastern 
time or the regularly scheduled close of the New York Stock 
Exchange (NYSE), whichever is earlier. Under compliance 
policies and procedures approved by the Trust's Board of 
Trustees (the Board), the Board has designated the Fund’s 
investment manager as the valuation designee and has 
responsibility for oversight of valuation. The investment 
manager is assisted by the Fund’s administrator in 
performing this responsibility, including leading the cross-
functional Valuation Committee (VC). The Fund may utilize 
independent pricing services, quotations from securities and 
financial instrument dealers, and other market sources to 
determine fair value. 

Equity securities listed on an exchange or on the NASDAQ 
National Market System are valued at the last quoted sale 
price or the official closing price of the day, respectively. 
Foreign equity securities are valued as of the close of trading 
on the foreign stock exchange on which the security is 

primarily traded, or as of 4 p.m. Eastern time. The value is 
then converted into its U.S. dollar equivalent at the foreign 
exchange rate in effect at 4 p.m. Eastern time on the day 
that the value of the security is determined. Over-the-counter 
(OTC) securities are valued within the range of the most 
recent quoted bid and ask prices. Securities that trade 
in multiple markets or on multiple exchanges are valued 
according to the broadest and most representative market. 
Certain equity securities are valued based upon fundamental 
characteristics or relationships to similar securities. 

Debt securities generally trade in the OTC market rather 
than on a securities exchange. The Fund's pricing services 
use multiple valuation techniques to determine fair value. In 
instances where sufficient market activity exists, the pricing 
services may utilize a market-based approach through 
which quotes from market makers are used to determine 
fair value. In instances where sufficient market activity 
may not exist or is limited, the pricing services also utilize 
proprietary valuation models which may consider market 
characteristics such as benchmark yield curves, credit 
spreads, estimated default rates, anticipated market interest 
rate volatility, coupon rates, anticipated timing of principal 
repayments, underlying collateral, and other unique security 
features in order to estimate the relevant cash flows, which 
are then discounted to calculate the fair value. Securities 
denominated in a foreign currency are converted into their 
U.S. dollar equivalent at the foreign exchange rate in effect 
at 4 p.m. Eastern time on the date that the values of the 
foreign debt securities are determined.

Investments in open-end mutual funds are valued at the 
closing NAV.  

The Fund has procedures to determine the fair value 
of financial instruments for which market prices are not 
reliable or readily available. Under these procedures, 
the Fund primarily employs a market-based approach 
which may use related or comparable assets or liabilities, 
recent transactions, market multiples, and other relevant 
information for the investment to determine the fair value of 
the investment. An income-based valuation approach may 
also be used in which the anticipated future cash flows of the 
investment are discounted to calculate fair value. Discounts 
may also be applied due to the nature or duration of any 
restrictions on the disposition of the investments. Due to the 
inherent uncertainty of valuations of such investments, the 
fair values may differ significantly from the values that would 
have been used had an active market existed. 
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Franklin Income VIP Fund (continued)

Trading in securities on foreign securities stock exchanges 
and OTC markets may be completed before 4 p.m. Eastern 
time. In addition, trading in certain foreign markets may not 
take place on every Fund's business day. Events can occur 
between the time at which trading in a foreign security 
is completed and 4 p.m. Eastern time that might call into 
question the reliability of the value of a portfolio security held 
by the Fund. As a result, differences may arise between the 
value of the Fund's portfolio securities as determined at the 
foreign market close and the latest indications of value at 
4 p.m. Eastern time. In order to minimize the potential for 
these differences, an independent pricing service may be 
used to adjust the value of the Fund's portfolio securities to 
the latest indications of fair value at 4 p.m. Eastern time.

When the last day of the reporting period is a non-business 
day, certain foreign markets may be open on those days 
that the Fund's NAV is not calculated, which could result 
in differences between the value of the Fund's portfolio 
securities on the last business day and the last calendar day 
of the reporting period. Any security valuation changes due 
to an open foreign market are adjusted and reflected by the 
Fund for financial reporting purposes.

​​b. Foreign Currency Translation 
Portfolio securities and other assets and liabilities 
denominated in foreign currencies are translated into U.S. 
dollars based on the exchange rate of such currencies 
against U.S. dollars on the date of valuation. The Fund may 
enter into foreign currency exchange contracts to facilitate 
transactions denominated in a foreign currency. Purchases 
and sales of securities, income and expense items 
denominated in foreign currencies are translated into U.S. 
dollars at the exchange rate in effect on the transaction date. 
Portfolio securities and assets and liabilities denominated 
in foreign currencies contain risks that those currencies will 
decline in value relative to the U.S. dollar. Occasionally, 
events may impact the availability or reliability of foreign 
exchange rates used to convert the U.S. dollar equivalent 
value. If such an event occurs, the foreign exchange rate 
will be valued at fair value using procedures established and 
approved by the Board.

The Fund does not separately report the effect of changes 
in foreign exchange rates from changes in market prices 
on securities held. Such changes are included in net 
realized and unrealized gain or loss from investments in the 
Statement of Operations.

Realized foreign exchange gains or losses arise from sales 
of foreign currencies, currency gains or losses realized 
between the trade and settlement dates on securities 
transactions and the difference between the recorded 
amounts of dividends, interest, and foreign withholding 
taxes and the U.S. dollar equivalent of the amounts actually 
received or paid. Net unrealized foreign exchange gains 
and losses arise from changes in foreign exchange rates 
on foreign denominated assets and liabilities other than 
investments in securities held at the end of the reporting 
period.

​​c. Securities Purchased on a When-Issued, Forward 
Commitment or Delayed Delivery Basis
The Fund may purchase securities on a when-issued, 
forward commitment or delayed delivery basis, with payment 
and delivery scheduled for a future date. These transactions 
are subject to market fluctuations and are subject to the 
risk that the value at delivery may be more or less than the 
trade date purchase price. Although the Fund will generally 
purchase these securities with the intention of holding the 
securities, it may sell the securities before the settlement 
date.

​​d. Equity-Linked Securities
The Fund invests in equity-linked securities. Equity-linked 
securities are hybrid financial instruments that generally 
combine both debt and equity characteristics into a single 
note form. Income received from equity-linked securities is 
recorded as realized gains in the Statement of Operations 
and may be based on the performance of an underlying 
equity security, an equity index, or an option position. 
The risks of investing in equity-linked securities include 
unfavorable price movements in the underlying security and 
the credit risk of the issuing financial institution. There may 
be no guarantee of a return of principal with equity-linked 
securities and the appreciation potential may be limited. 
Equity-linked securities may be more volatile and less liquid 
than other investments held by the Fund.

​​1. Organization and Significant Accounting Policies 
(continued)

​​a. Financial Instrument Valuation (continued)
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​​e. Securities Lending
The Fund participates in an agency based securities lending 
program to earn additional income. The Fund receives 
collateral in the form of cash and/or U.S. Government 
and Agency securities against the loaned securities in an 
amount equal to at least 102% of the fair value of the loaned 
securities. Collateral is maintained over the life of the loan 
in an amount not less than 100% of the fair value of loaned 
securities, as determined at the close of Fund business each 
day; any additional collateral required due to changes in 
security values is delivered to the Fund on the next business 
day. The Fund may receive income from the investment 
of cash collateral, in addition to lending fees paid by the 
borrower. Income from securities loaned, net of fees paid 
to the securities lending agent and/or third-party vendor, 
is reported separately in the Statement of Operations. 
The Fund bears the market risk with respect to any 
cash collateral investment, securities loaned, and the risk 
that the agent may default on its obligations to the Fund. If 
the borrower defaults on its obligation to return the securities 
loaned, the Fund has the right to repurchase the securities in 
the open market using the collateral received. The securities 
lending agent has agreed to indemnify the Fund in the 
event of default by a third party borrower. Securities on loan 
outstanding at period end, if any, are listed in the Funds' 
Schedule of Investments.

​​f. Senior Floating Rate Interests
The Fund invests in senior secured corporate loans that pay 
interest at rates which are periodically reset by reference 
to a base lending rate plus a spread. These base lending 
rates are generally the prime rate offered by a designated 
U.S. bank or the Secured Overnight Financing Rate (SOFR). 
Senior secured corporate loans often require prepayment of 
principal from excess cash flows or at the discretion of the 
borrower. As a result, actual maturity may be substantially 
less than the stated maturity. Senior secured corporate loans 
in which the Fund invests are generally readily marketable, 
but may be subject to certain restrictions on resale. 

​​g. Income and Deferred Taxes
It is the Fund's policy to qualify as a regulated investment 
company under the Internal Revenue Code. The Fund 
intends to distribute to shareholders substantially all of its 

taxable income and net realized gains to relieve it from 
federal income and if applicable, excise taxes. As a result, no 
provision for U.S. federal income taxes is required.

The Fund may be subject to foreign taxation related to 
income received, capital gains on the sale of securities 
and certain foreign currency transactions in the foreign 
jurisdictions in which it invests. Foreign taxes, if any, are 
recorded based on the tax regulations and rates that 
exist in the foreign markets in which the Fund invests. In 
some cases, the Fund may be entitled to reclaim all or a 
portion of such taxes, and such reclaim amounts, if any, 
are reflected as a dividend receivable in the Statement of 
Assets and Liabilities and dividend income in the Statement 
of Operations. In many cases, however, the Fund may 
not receive such amounts for an extended period of time, 
depending on the country of investment. When a capital gain 
tax is determined to apply, the Fund records an estimated 
deferred tax liability in an amount that would be payable if 
the securities were disposed of on the valuation date.

As a result of several court cases, in certain countries across 
the European Union, the Fund filed additional tax reclaims 
for previously withheld taxes on dividends earned in those 
countries (EU reclaims). Income recognized, if any, for EU 
reclaims is reflected as other income in the Statement of 
Operations and any related receivable, if any, is reflected 
as European Union tax reclaims in the Statement of Assets 
and Liabilities. Any fees associated with these filings are 
reflected in other expenses in the Statement of Operations. 
When uncertainty exists as to the ultimate resolution of 
these proceedings, the likelihood of receipt of these EU 
reclaims, and the potential timing of payment, no amounts 
are reflected in the financial statements. For U.S. income 
tax purposes, when EU reclaims are received by the Fund 
and the Fund previously passed foreign tax credit on to its 
shareholders, the Fund will enter into a closing agreement 
with the Internal Revenue Service (IRS) in order to pay the 
associated tax liability on behalf of the Fund’s shareholders.

The Fund may recognize an income tax liability related 
to its uncertain tax positions under U.S. GAAP when the 
uncertain tax position has a less than 50% probability that 
it will be sustained upon examination by the tax authorities 
based on its technical merits. As of June 30, 2026, the Fund 
has determined that no tax liability is required in its financial 
statements related to uncertain tax positions for any open 
tax years (or expected to be taken in future tax years). 
The Fund’s federal and state income and federal excise 

​​1. Organization and Significant Accounting Policies 
(continued)
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tax returns for the prior three fiscal years are subject to 
examination by the Internal Revenue Service and state 
departments of revenue.

​​h. Security Transactions, Investment Income, 
Expenses and Distributions
Security transactions are accounted for on trade date. 
Realized gains and losses on security transactions are 
determined on a specific identification basis. Interest income 
(including interest income from payment-in-kind securities, if 
any) and estimated expenses are accrued daily. Amortization 
of premium and accretion of discount on debt securities are 
included in interest income. Paydown gains and losses are 
recorded as an adjustment to interest income. The Fund may 
receive other income from investments in senior secured 
corporate loans or unfunded commitments, including 
amendment fees, consent fees or commitment fees. These 
fees are recorded as income when received by the Fund. 
Facility fees are recognized as income over the expected 
term of the loan. Dividend income is recorded on the ex-
dividend date except for certain dividends from securities 
where the dividend rate is not available. In such cases, the 
dividend is recorded as soon as the information is received 
by the Fund. Distributions to shareholders are recorded on 
the ex-dividend date. Distributable earnings are determined 
according to income tax regulations (tax basis) and may 
differ from earnings recorded in accordance with U.S. 
GAAP. These differences may be permanent or temporary. 
Permanent differences are reclassified among capital 
accounts to reflect their tax character. These reclassifications 
have no impact on net assets or the results of operations. 
Temporary differences are not reclassified, as they may 
reverse in subsequent periods.

Common expenses incurred by the Trust are allocated 
among the Funds based on the ratio of net assets of each 
Fund to the combined net assets of the Trust or based on 
the ratio of number of shareholders of each Fund to the 
combined number of shareholders of the Trust. Fund specific 
expenses are charged directly to the Fund that incurred the 
expense.

Realized and unrealized gains and losses and net 
investment income, excluding class specific expenses, 
are allocated daily to each class of shares based upon the 

relative proportion of net assets of each class. Differences 
in per share distributions by class are generally due to 
differences in class specific expenses.

​​i. Accounting Estimates
The preparation of financial statements in accordance with 
U.S. GAAP requires management to make estimates and 
assumptions that affect the reported amounts of assets 
and liabilities at the date of the financial statements and 
the amounts of income and expenses during the reporting 
period. Actual results could differ from those estimates.

​​j. Guarantees and Indemnifications
Under the Trust's organizational documents, its officers 
and trustees are indemnified by the Trust against certain 
liabilities arising out of the performance of their duties to 
the Trust. Additionally, in the normal course of business, 
the Trust, on behalf of the Fund, enters into contracts with 
service providers that contain general indemnification 
clauses. The Trust's maximum exposure under these 
arrangements is unknown as this would involve future 
claims that may be made against the Trust that have not yet 
occurred. Currently, the Trust expects the risk of loss to be 
remote.

​​1. Organization and Significant Accounting Policies 
(continued)

​​g. Income and Deferred Taxes (continued)
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​​2. Shares of Beneficial Interest
At June 30, 2026, there were an unlimited number of shares authorized (without par value). Transactions in the Fund's shares 
were as follows:

Six Months Ended 
June 30, 2026

Year Ended 
December 31, 2025

   Shares Amount Shares Amount

Class 1 Shares: (1659062) –
Shares sold. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 636,194 $10,532,406 1,147,091 $17,612,657
Shares issued in reinvestment of distributions.. . . . . . . . . . 1,209,539 19,594,541 1,307,165 19,293,764
Shares redeemed.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (791,938) (13,245,477) (1,848,990) (28,429,147)
Net increase (decrease). . . . . . . . . . . . . . . . . . . . . . . . . . . 1,053,795 $16,881,470 605,266 $8,477,274

Class 2 Shares: 5258802 –
Shares sold. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,799,543 $75,621,090 11,715,804 $170,807,235
Shares issued in reinvestment of distributions.. . . . . . . . . . 9,360,720 143,219,016 10,809,315 151,222,313
Shares redeemed.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (13,629,770) (215,337,478) (28,314,413) (412,053,252)
Net increase (decrease). . . . . . . . . . . . . . . . . . . . . . . . . . . 530,493 $3,502,628 (5,789,294) $(90,023,704)

Class 4 Shares: (1454947) –
Shares sold. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,285,729 $21,079,217 2,544,388 $38,486,008
Shares issued in reinvestment of distributions.. . . . . . . . . . 1,403,650 22,332,068 1,516,441 22,018,717
Shares redeemed.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,846,216) (30,328,473) (3,449,045) (52,110,003)
Net increase (decrease). . . . . . . . . . . . . . . . . . . . . . . . . . . 843,163 $13,082,812 611,784 $8,394,722

​​3. Transactions with Affiliates
Effective August 17, 2026, Franklin Resources, Inc. was renamed Franklin Templeton, Inc. Franklin Templeton, Inc. is the 
holding company for various subsidiaries. Certain officers and trustees of the Fund are also officers and/or directors of the 
following subsidiaries:

Subsidiary Affiliation
Franklin Advisers, Inc. (Advisers) Investment manager

Franklin Templeton Services, LLC (FT Services) Administrative manager

Franklin Distributors, LLC (Distributors) Principal underwriter

Franklin Templeton Investor Services, LLC (Investor Services) Transfer agent
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​​a. Management Fees
The Fund pays an investment management fee, calculated daily and paid monthly, to Advisers based on the average daily net 
assets of the Fund as follows:

Annualized Fee Rate Net Assets
0.625% Up to and including $100 million

0.500% Over $100 million, up to and including $250 million

0.450% Over $250 million, up to and including $7.5 billion

0.440% Over $7.5 billion, up to and including $10 billion

0.430% Over $10 billion, up to and including $12.5 billion

0.420% Over $12.5 billion, up to and including $15 billion

0.400% In excess of $15 billion

For the period ended June 30, 2026, the annualized gross effective investment management fee rate was 0.458% of the 
Fund’s average daily net assets.

​​b. Administrative Fees
Under an agreement with Advisers, FT Services provides administrative services to the Fund. The fee is paid by Advisers 
based on the Fund's average daily net assets, and is not an additional expense of the Fund.

​​c. Distribution Fees
The Board has adopted distribution plans for Class 2 and Class 4 shares pursuant to Rule 12b-1 under the 1940 Act. Under 
the Fund's compensation distribution plans, the Fund pays Distributors for costs incurred in connection with the servicing, sale 
and distribution of the Fund's shares up to 0.35% per year of its average daily net assets of each class. The Board has agreed 
to limit the current rate to 0.25% per year for Class 2. The plan year, for purposes of monitoring compliance with the maximum 
annual plan rates, is February 1 through January 31.

​​d. Transfer Agent Fees
Investor Services, under terms of an agreement, performs shareholder servicing for the Fund and is not paid by the Fund for 
the services.

​​e. Investments in Affiliated Management Investment Companies
The Fund invests in one or more affiliated management investment companies. As defined in the 1940 Act, an investment 
is deemed to be a “Controlled Affiliate” of a fund when a fund owns, either directly or indirectly, 25% or more of the affiliated 
fund’s outstanding shares or has the power to exercise control over management or policies of such fund. The Fund does not 
invest for purposes of exercising a controlling influence over the management or policies. Management fees paid by the Fund 
are waived on assets invested in the affiliated management investment companies, as noted in the Statement of Operations, 
in an amount not to exceed the management and administrative fees, if applicable, paid directly or indirectly by each affiliate. 
During the period ended June 30, 2026, the Fund held investments in affiliated management investment companies as follows:

​​3. Transactions with Affiliates (continued)
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    aa

Value at 
Beginning 
of Period Purchases Sales

Realized Gain 
(Loss)

Net Change in 
Unrealized 

Appreciation 
(Depreciation)

Value 
at End 

of Period

Number of 
Shares Held 

at End 
of Period

Investment 
Income

a       a   a      a   a   a   a   a  

Franklin Income VIP Fund
Non-Controlled Affiliates

Dividends
Franklin Institutional U.S. 
Government Money Market 
Fund, 3.597%.. . . . . . . . . . . . $6,044,868 $426,806,258 $(387,271,481) $— $— $45,579,645			 45,579,645 $505,180
      

Non-Controlled Affiliates
Income from 

securities 
loaned

Franklin Institutional U.S. 
Government Money Market 
Fund, 3.597%.. . . . . . . . . . . . $— $6,309,000 $(6,309,000) $— $— $—			 — $3,704
Total Affiliated Securities. . . . $6,044,868 $433,115,258 $(393,580,481) $— $— $45,579,645 $508,884

​​4. Income Taxes
At June 30, 2026, the cost of investments and net unrealized appreciation (depreciation) for income tax purposes were as 
follows:

Cost of investments. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,970,756,998

Unrealized appreciation.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $415,033,184
Unrealized depreciation.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (111,040,633)
Net unrealized appreciation (depreciation).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $303,992,551
 

Differences between income and/or capital gains as determined on a book basis and a tax basis are primarily due to differing 
treatments of EU reclaims and equity-linked securities.

​​5. Investment Transactions
Purchases and sales of investments (excluding short term securities) for the period ended June 30, 2026, aggregated 
$586,668,749 and $682,753,003, respectively. 

​​6. Credit Risk
At June 30, 2026, the Fund had 23.2% of its portfolio invested in high yield securities, senior secured floating rate loans, or 
other securities rated below investment grade and unrated securities. These securities may be more sensitive to economic 
conditions causing greater price volatility and are potentially subject to a greater risk of loss due to default than higher rated 
securities.

​​3. Transactions with Affiliates (continued)

​​e. Investments in Affiliated Management Investment Companies (continued)



FRANKLIN TEMPLETON VARIABLE INSURANCE PRODUCTS TRUST
NOTES TO FINANCIAL STATEMENTS (UNAUDITED)

 28 franklintempleton.comSemiannual Report

Franklin Income VIP Fund (continued)

​​7. Restricted Securities
The Fund invests in securities that are restricted under the Securities Act of 1933 (1933 Act). Restricted securities are often 
purchased in private placement transactions, and cannot be sold without prior registration unless the sale is pursuant to an 
exemption under the 1933 Act. Disposal of these securities may require greater effort and expense, and prompt sale at an 
acceptable price may be difficult. The Fund may have registration rights for restricted securities. The issuer generally incurs all 
registration costs. 

At June 30, 2026, investments in restricted securities, excluding securities exempt from registration under the 1933 Act, were 
as follows:

Principal 
Amount*/ 

Shares Issuer
Acquisition 

Date Cost Value
         

                 

Franklin Income VIP Fund
			 4,231,308	 BX Frontier Member II LLC, 6.1%, 12/31/60 .. . . . . . . . 3/17/26 $4,231,308 $4,351,037

			 1,087	 QXO, Inc., C . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3/23/26 - 6/25/26  10,870,477  11,942,485
Total Restricted Securities (Value is 0.5% of Net Assets). . . . . . . . . . . . . . . $15,101,785 $16,293,522

*In U.S. dollars unless otherwise indicated.

​​8. Credit Facility
The Fund, together with other U.S. registered and foreign investment funds (collectively, Borrowers), managed by Franklin 
Templeton, are borrowers in a joint syndicated senior unsecured credit facility totaling $2.995 billion (Global Credit Facility) 
which matures on January 29, 2027. This Global Credit Facility provides a source of funds to the Borrowers for temporary and 
emergency purposes, including the ability to meet future unanticipated or unusually large redemption requests.

Under the terms of the Global Credit Facility, the Fund may, in addition to interest charged on any borrowings made by the 
Fund and other costs incurred by the Fund, pay its share of fees and expenses incurred in connection with the implementation 
and maintenance of the Global Credit Facility, based upon its relative share of the aggregate net assets of all of the Borrowers, 
including an annual commitment fee of 0.15% based upon the unused portion of the Global Credit Facility. These fees are 
reflected in other expenses in the Statement of Operations. During the period ended June 30, 2026, the Fund did not use the 
Global Credit Facility.

​​9. Fair Value Measurements
The Fund follows a fair value hierarchy that distinguishes between market data obtained from independent sources 
(observable inputs) and the Fund's own market assumptions (unobservable inputs). These inputs are used in determining the 
value of the Fund's financial instruments and are summarized in the following fair value hierarchy:

•	 Level 1 – quoted prices in active markets for identical financial instruments

•	 Level 2 – other significant observable inputs (including quoted prices for similar financial instruments, interest rates, 
prepayment speed, credit risk, etc.)

•	 Level 3 – significant unobservable inputs (including the Fund's own assumptions in determining the fair value of 
financial instruments)
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The input levels are not necessarily an indication of the risk or liquidity associated with financial instruments at that level.  

A summary of inputs used as of June 30, 2026, in valuing the Fund's assets carried at fair value, is as follows: 

Level 1 Level 2 Level 3 Total
        

Franklin Income VIP Fund
Assets:

Investments in Securities:a

Common Stocks.. . . . . . . . . . . . . . . . . . . . . . . . . $1,079,951,382 $— $— $1,079,951,382
Equity-Linked Securities.. . . . . . . . . . . . . . . . . . .  —  425,657,854  —  425,657,854
Convertible Preferred Stocks:

Aerospace & Defense .. . . . . . . . . . . . . . . . . . .  16,152,000  —  —  16,152,000
Capital Markets .. . . . . . . . . . . . . . . . . . . . . . . .  8,326,250  —  —  8,326,250
Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,472,250  —  —  7,472,250
Electric Utilities .. . . . . . . . . . . . . . . . . . . . . . . .  12,634,800  —  —  12,634,800
Financial Services .. . . . . . . . . . . . . . . . . . . . . .  —  16,150,000  —  16,150,000
Interactive Media & Services .. . . . . . . . . . . . . .  19,226,100  —  —  19,226,100
Software .. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,732,500  —  —  15,732,500
Trading Companies & Distributors .. . . . . . . . . .  —  —  11,942,485  11,942,485

Corporate Bonds:
Aerospace & Defense .. . . . . . . . . . . . . . . . . . .  —  45,998,860  —  45,998,860
Automobile Components .. . . . . . . . . . . . . . . . .  —  10,162,535  —  10,162,535
Automobiles .. . . . . . . . . . . . . . . . . . . . . . . . . .  —  30,754,017  —  30,754,017
Banks .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  100,304,872  —  100,304,872
Biotechnology .. . . . . . . . . . . . . . . . . . . . . . . . .  —  6,165,168  —  6,165,168
Building Products .. . . . . . . . . . . . . . . . . . . . . .  —  17,900,194  —  17,900,194
Capital Markets .. . . . . . . . . . . . . . . . . . . . . . . .  —  64,509,138  —  64,509,138
Chemicals . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  51,800,034  —  51,800,034
Commercial Services & Supplies .. . . . . . . . . . .  —  4,670,082  4,351,037  9,021,119
Consumer Finance .. . . . . . . . . . . . . . . . . . . . .  —  42,703,171  —  42,703,171
Containers & Packaging .. . . . . . . . . . . . . . . . .  —  52,949,066  —  52,949,066
Diversified Telecommunication Services . . . . . .  —  54,423,062  —  54,423,062
Electric Utilities .. . . . . . . . . . . . . . . . . . . . . . . .  —  62,583,802  —  62,583,802
Electrical Equipment .. . . . . . . . . . . . . . . . . . . .  —  5,309,665  —  5,309,665
Energy Equipment & Services .. . . . . . . . . . . . .  —  8,976,510  —  8,976,510
Food Products . . . . . . . . . . . . . . . . . . . . . . . . .  —  12,399,556  —  12,399,556
Ground Transportation . . . . . . . . . . . . . . . . . . .  —  4,409,084  —  4,409,084
Health Care Equipment & Supplies .. . . . . . . . .  —  22,876,517  —  22,876,517
Health Care Providers & Services .. . . . . . . . . .  —  182,435,724  —  182,435,724
Hotels, Restaurants & Leisure .. . . . . . . . . . . . .  —  68,782,701  —  68,782,701
Household Durables .. . . . . . . . . . . . . . . . . . . .  —  2,613,245  —  2,613,245
Independent Power and Renewable Electricity 

Producers .. . . . . . . . . . . . . . . . . . . . . . . . . .  —  14,125,295  —  14,125,295
Insurance .. . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  7,780,121  —  7,780,121
IT Services .. . . . . . . . . . . . . . . . . . . . . . . . . . .  —  11,149,173  —  11,149,173
Media .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  10,688,835  —  10,688,835
Metals & Mining . . . . . . . . . . . . . . . . . . . . . . . .  —  49,741,644  —  49,741,644
Oil, Gas & Consumable Fuels .. . . . . . . . . . . . .  —  90,779,001  —  90,779,001
Passenger Airlines . . . . . . . . . . . . . . . . . . . . . .  —  23,618,824  —  23,618,824
Personal Care Products . . . . . . . . . . . . . . . . . .  —  2,806,928  —  2,806,928
Pharmaceuticals .. . . . . . . . . . . . . . . . . . . . . . .  —  24,584,310  —  24,584,310
Semiconductors & Semiconductor Equipment ..  —  13,321,036  —  13,321,036
Software .. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  42,993,173  —  42,993,173
Specialized REITs .. . . . . . . . . . . . . . . . . . . . . .  —  9,222,377  —  9,222,377
Textiles, Apparel & Luxury Goods . . . . . . . . . . .  —  11,448,200  —  11,448,200
Tobacco .. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  6,488,379  —  6,488,379
Trading Companies & Distributors .. . . . . . . . . .  —  33,589,323  —  33,589,323

Senior Floating Rate Interests.. . . . . . . . . . . . . . .  —  45,849,797  —  45,849,797

​​9. Fair Value Measurements (continued)
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Franklin Income VIP Fund (continued)

 Level 1 Level 2 Level 3 Total
        

Franklin Income VIP Fund (continued)     
Assets: (continued)        

Investments in Securities:a (continued)        

Corporate Bonds: (continued)        

U.S. Government and Agency Securities.. . . . . . . $— $179,448,736 $— $179,448,736
Asset-Backed Securities.. . . . . . . . . . . . . . . . . . .  —  9,122,189  —  9,122,189
Mortgage-Backed Securities.. . . . . . . . . . . . . . . .  —  172,088,902  —  172,088,902
Short Term Investments. . . . . . . . . . . . . . . . . . . .  45,579,645  —  —  45,579,645

Total Investments in Securities. . . . . . . . . . . . $1,205,074,927 $2,053,381,100 $16,293,522 $3,274,749,549

aFor detailed categories, see the accompanying Schedule of Investments.  

A reconciliation in which Level 3 inputs are used in determining fair value is presented when there are significant Level 3 
assets and/or liabilities at the beginning and/or end of the period.

​​10. Operating Segments
The Fund operates as a single operating segment, which is an investment portfolio. The portfolio managers assigned to the 
Fund within the Fund’s investment manager serve as the Chief Operating Decision Maker (“CODM”) and are responsible 
for evaluating the Fund's operating results and allocating resources in accordance with the Fund’s investment strategy. 
Internal reporting provided to the CODM aligns with the accounting policies and measurement principles used in the financial 
statements.

For information regarding segment assets, segment profit or loss, and significant expenses, refer to the Statement of Assets 
and Liabilities and the Statement of Operations, along with the related notes to the financial statements. The Schedule of 
Investments provides details of the Fund's investments that generate returns such as interest, dividends, and realized and 
unrealized gains or losses. Performance metrics, including portfolio turnover and expense ratios, are disclosed in the Financial 
Highlights. 

​​11. Subsequent Events
The Fund has evaluated subsequent events through the issuance of the financial statements and determined that no events 
have occurred that require disclosure other than those already disclosed in the financial statements.

Abbreviations

Selected Portfolio
ADR American Depositary Receipt

CME Chicago Mercantile Exchange

FHLMC Federal Home Loan Mortgage Corp.

FNMA Federal National Mortgage Association

FRN Floating Rate Note

GNMA Government National Mortgage Association

PIK Payment-In-Kind

REIT Real Estate Investment Trust

SOFR Secured Overnight Financing Rate

​​9. Fair Value Measurements (continued)
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Changes In and Disagreements with Accountants For the period covered by this report

Not applicable.

Results of Meeting(s) of Shareholders For the period covered by this report

Not applicable.

Remuneration Paid to Directors, Officers and Others For the period covered by this report

Refer to the financial statements included herein. Remuneration to officers 
is paid by the Fund’s investment manager according to the terms of the 
agreement.

Board Approval of Management and Subadvisory Agreements For the period covered by this report

FRANKLIN TEMPLETON VARIABLE INSURANCE PRODUCTS TRUST 
(unaudited) 

 
Franklin Allocation VIP Fund
Franklin DynaTech VIP Fund

Franklin Global Real Estate VIP Fund
Franklin Growth and Income VIP Fund

Franklin Income VIP Fund
Franklin Large Cap Growth VIP Fund

Franklin Mutual Global Discovery VIP Fund
Franklin Mutual Shares VIP Fund

Franklin Rising Dividends VIP Fund
Franklin Small Cap Value VIP Fund

Franklin Small-Mid Cap Growth VIP Fund
Franklin Strategic Income VIP Fund

Franklin U.S. Government Securities VIP Fund
Templeton Emerging Markets VIP Fund

(formerly Templeton Developing Markets VIP Fund)
Templeton Foreign VIP Fund

Templeton Global Bond VIP Fund
Templeton Growth VIP Fund

(each a Fund)

At an in-person meeting held on April 14, 2026 (Meeting), the Board of Trustees (Board) of Franklin Templeton Variable 
Insurance Products Trust (Trust), including a majority of the trustees who are not “interested persons” as defined in the 
Investment Company Act of 1940 (Independent Trustees), reviewed and approved the continuance of the (i) investment 
management agreement between Franklin Advisers, Inc. (FAV) and the Trust, on behalf of each of Franklin Allocation VIP 
Fund, Franklin DynaTech VIP Fund, Franklin Global Real Estate VIP Fund, Franklin Growth and Income VIP Fund, Franklin 
Income VIP Fund, Franklin Large Cap Growth VIP Fund, Franklin Rising Dividends VIP Fund, Franklin Small-Mid Cap Growth 
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VIP Fund, Franklin Strategic Income VIP Fund, Franklin U.S. Government Securities VIP Fund and Templeton Global Bond 
VIP Fund; (ii) the investment sub-advisory agreement between FAV and Franklin Templeton Institutional, LLC (FTIL), an 
affiliate of FAV, on behalf of Franklin Allocation VIP Fund; (iii) the investment sub-advisory agreement between FAV and 
Templeton Global Advisors Limited (TGAL), an affiliate of FAV, on behalf of Franklin Allocation VIP Fund; (iv) the investment 
sub-advisory agreement between FAV and Brandywine Global Investment Management, LLC (BGIM), an affiliate of FAV, on 
behalf of Franklin Allocation VIP Fund; (v) the investment sub-advisory agreement between FAV and ClearBridge Investments, 
LLC (CIL), an affiliate of FAV, on behalf of Franklin Allocation VIP Fund; (vi) the investment management agreement between 
Franklin Mutual Advisers, LLC (FMA) and the Trust, on behalf of each of Franklin Mutual Global Discovery VIP Fund, Franklin 
Mutual Shares VIP Fund and Franklin Small Cap Value VIP Fund; (vii) the investment management agreement between 
Templeton Asset Management Limited (TAML) and the Trust, on behalf of Templeton Emerging Markets VIP Fund; (viii) the 
investment sub-advisory agreement between TAML and Franklin Templeton Investment Management Limited (FTIML), on 
behalf of Templeton Emerging Markets VIP Fund; (ix) the investment management agreement between Templeton Investment 
Counsel, LLC (TICL) and the Trust, on behalf of Templeton Foreign VIP Fund; and (x) the investment management agreement 
between TGAL and the Trust, on behalf of Templeton Growth VIP Fund (each a Management Agreement) for an additional 
one-year period. The Independent Trustees received advice from and met separately with Independent Trustee counsel in 
considering whether to approve the continuation of each Management Agreement. Although the Management Agreements for 
the Funds were considered at the same Board meeting, the Board considered the information provided to it about the Funds 
together and with respect to each Fund separately as the Board deemed appropriate. BGIM, CIL, FAV, FMA, FTIL, FTIML, 
TAML, TGAL and TICL are each referred to herein as a Manager.

In considering the continuation of each Management Agreement, the Board reviewed and considered information provided by 
each Manager at the Meeting and throughout the year at meetings of the Board and its committees. The Board also reviewed 
and considered information provided in response to a detailed set of requests for information submitted to each Manager by 
Independent Trustee counsel on behalf of the Independent Trustees in connection with the annual contract renewal process. 
In addition, prior to the Meeting, the Independent Trustees held a virtual contract renewal meeting at which the Independent 
Trustees first conferred amongst themselves and Independent Trustee counsel about contract renewal matters, and then 
met with management to request additional information that the Independent Trustees reviewed and considered prior to and 
at the Meeting. The Board reviewed and considered all of the factors it deemed relevant in approving the continuance of 
each Management Agreement, including, but not limited to: (i) the nature, extent and quality of the services provided by each 
Manager; (ii) the investment performance of each Fund; (iii) the costs of the services provided and profits realized by each 
Manager and its affiliates from the relationship with each Fund; (iv) the extent to which economies of scale are realized as 
each Fund grows; and (v) whether fee levels reflect these economies of scale for the benefit of Fund investors. 

In approving the continuance of each Management Agreement, the Board, including a majority of the Independent Trustees, 
determined, through the exercise of its business judgment, that the terms of each Management Agreement are fair and 
reasonable and that the continuance of the Management Agreement is in the best interests of the applicable Fund and its 
shareholders. While attention was given to all information furnished, the following discusses some primary factors relevant to 
the Board’s determination.

Nature, Extent and Quality of Services

The Board reviewed and considered information it received regarding the nature, extent and quality of investment 
management services provided by the Managers and their affiliates to the Funds and their shareholders. This information 
included, among other things, the qualifications, background and experience of the senior management and investment 
personnel of each Manager; as well as information on succession planning where appropriate; the structure of investment 
personnel compensation; oversight of third-party service providers; investment performance reports and related financial 
information for each Fund; reports on expenses and shareholder services; legal and compliance matters; risk controls; pricing 
and other services provided by each Manager and its affiliates; and management fees charged by each Manager and its 
affiliates to US funds and other accounts, including management’s explanation of differences among accounts where relevant. 
The Board also reviewed and considered an annual report on payments made by Franklin Templeton (FT) or the Funds to 
financial intermediaries, as well as a memorandum relating to third-party servicing arrangements. The Board acknowledged 
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FT’s regular updates to the Board on strategic initiatives, ongoing attention to the service level quality of third-party service 
providers, ongoing efforts to modernize its mutual fund lineup, mutual fund to ETF conversions, integration of private market 
investments into existing mutual funds, creation of additional blockchain-compatible money market funds, and sharpening of 
its active, income-oriented offerings, along with the impact on FT of team integrations and staff reductions.

The Board also reviewed and considered the benefits provided to Fund shareholders of investing in a fund that is part of 
the FT family of funds. The Board noted the financial position of the Manager’s parent, Franklin Templeton, Inc. (FTI), FTI’s 
continued growth of its global, multi-asset franchise, and its commitment to the mutual fund business. The Board further noted 
FTI’s continued reassessment of fund offerings in response to FT acquisitions and the market environment, FTI’s focus on 
technology-driven transformation, expansion of its private market investment capabilities and global alternatives platform, and 
leveraging artificial intelligence (AI), blockchain and digital wealth platforms.

Following consideration of such information, the Board was satisfied with the nature, extent and quality of services provided by 
each Manager and its affiliates to the Funds and their shareholders.

Fund Performance

The Board reviewed and considered the performance results of each Fund over various time periods ended December 31, 
2025. The Board considered the performance returns for each Fund in comparison to the performance returns of mutual funds 
deemed comparable to the Fund included in a universe (Performance Universe) selected by Broadridge Financial Solutions, 
Inc. (Broadridge), an independent provider of investment company data. The Board received a description of the methodology 
used by Broadridge to select the mutual funds included in a Performance Universe. The Board also reviewed and considered 
Fund performance reports provided and discussions that occurred with portfolio managers at Board meetings throughout the 
year. A summary of each Fund’s performance results is below.

            Franklin Allocation VIP Fund - The Performance Universe for the Fund included the Fund and all mixed-asset target 
allocation growth funds underlying variable insurance products (VIPs). The Board noted that the Fund’s annualized total return 
for the one-, three-, five- and 10-year periods was below the median of its Performance Universe. The Board discussed the 
Fund’s performance with management and management explained that the Fund was positioned defensively in 2023 with 
an underweight to equity securities relative to many of the funds in the Performance Universe, which adversely impacted the 
Fund’s performance due to strong equity market performance that year. Management further explained that stock selection 
in equities and an underweight position to international equities in favor of US equities hindered relative performance for 
the one-year period. Management discussed with the Board the actions that are being taken/have been taken in an effort 
to improve the overall performance of the Fund, including, among others, ongoing review of manager holdings and ongoing 
enhancements to the Fund’s investment processes. The Board noted that the annualized total return was positive for all 
periods and greater than 12% for the one- and three-year periods. The Board concluded that the Fund’s Management 
Agreements should be continued for an additional one-year period, while management’s efforts continue to be closely 
monitored.

             Franklin DynaTech VIP Fund - The Performance Universe for the Fund included the Fund and all large-cap growth 
funds underlying VIPs. The Board noted that the Fund’s annualized total return for the one- and three-year periods was 
above the median of its Performance Universe, but for the five- and 10-year periods was below the median of its Performance 
Universe. The Board noted that the annualized total return for the one-year period was 18.13% and for the three-year period 
was 30.36%. The Board concluded that the Fund’s performance was satisfactory.

            Franklin Global Real Estate VIP Fund - The Performance Universe for the Fund included the Fund and all global real 
estate funds underlying VIPs. The Board noted that the Fund’s annualized total return for the one-year period was above the 
median of its Performance Universe, but for the three-, five- and 10-year periods was below the median of its Performance 
Universe. The Board discussed the Fund’s performance with management and management explained that the Fund is 
intentionally oriented toward defensive growth, which management believes investors are seeking when investing into a real 
estate sector fund but proved to be a detractor of Fund performance during the three- and five-year periods as the economy 
remained more resilient than expected despite tighter monetary conditions. Management also explained that, during these time 
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periods, the Fund invested at least 40% of its assets in non-US domiciled securities pursuant to its investment strategy, which 
led to the Fund having an underweight position in US investments, which outperformed non-US investments by a substantial 
margin given the strength of the US dollar and relatively stronger earnings. Management discussed with the Board the actions 
that are being taken/have been taken in an effort to improve the overall performance of the Fund, including, among others, 
investment criteria amendments in May 2025 to provide the Fund with flexibility to invest more of its assets in US investments 
if market conditions warrant and ongoing enhancements to the Fund’s investment team and processes. The Board concluded 
that the Fund’s Management Agreement should be continued for an additional one-year period, while management’s efforts 
continue to be closely monitored.

             Franklin Growth and Income VIP Fund - The Performance Universe for the Fund included the Fund and all equity 
income funds underlying VIPs. The Board noted that the Fund’s annualized income return and annualized total return for 
the one-, three-, five- and 10-year periods were above the medians of its Performance Universe. The Board further noted 
management’s view regarding the income-related attributes of the Fund (e.g., a fund’s investment objective) as set forth in the 
Fund’s registration statement and that the evaluation of the Fund’s performance relative to its peers on an income return basis 
was appropriate given these attributes. The Board concluded that the Fund’s performance was satisfactory.

             Franklin Income VIP Fund - The Performance Universe for the Fund included the Fund and all flexible portfolio funds 
underlying VIPs. The Board noted that the Fund’s annualized income return for the one-, three-, five- and 10-year periods was 
above the median and in the first quintile (best) of its Performance Universe. The Board also noted that the Fund’s annualized 
total return for the five- and 10-year periods was above the median of its Performance Universe, but for the one- and three-
year periods was below the median of its Performance Universe. The Board further noted management’s view regarding the 
income-related attributes of the Fund (e.g., a fund’s investment objective) as set forth in the Fund’s registration statement 
and that the evaluation of the Fund’s performance relative to its peers on an income return basis was appropriate given these 
attributes. The Board also noted that, although below the median, the Fund’s annualized total return was 12.87% for the one-
year period and 9.71% for the three-year period. The Board concluded that the Fund’s performance was satisfactory.

              Franklin Large Cap Growth VIP Fund - The Performance Universe for the Fund included the Fund and all large-cap 
growth funds underlying VIPs. The Board noted that the Fund’s annualized total return for the one-, three-, five- and 10-year 
periods was below the median and in the fifth quintile (worst) of its Performance Universe. The Board discussed the Fund’s 
performance with management and management explained that the Fund has historically maintained a higher growth bias, 
lower average market cap and applied a broader investment universe relative to its benchmark, the S&P 500 Index, and 
Performance Universe, both of which have become increasingly concentrated in select mega-capitalization names such as 
the “Magnificent Seven.” Management further explained that the Fund’s underweight positioning compared to its Performance 
Universe peers in these mega-capitalization names adversely impacted the Fund’s relative performance over the one-year 
period. Management also explained that a significant portion of the Fund’s underperformance occurred in late 2021 and 2022 
as high inflation and rising interest rates weighed on the performance of growth equities relative to blend or value-oriented 
equities. The Board noted that the Fund outperformed its benchmark for the three-year period. Management discussed with 
the Board the actions that are being taken/have been taken in an effort to improve the overall performance of the Fund, 
including, among others, the portfolio management team’s continued focus on investing in high-quality growth companies 
and ongoing enhancements to the Fund’s investment team and processes. The Board also noted that, although below the 
median, the Fund’s annualized total return for the one-year period was 7.48% and for the three-year period was 24.20%. 
The Board concluded that the Fund’s Management Agreement should be continued for an additional one-year period, while 
management’s efforts continue to be closely monitored.

               Franklin Mutual Global Discovery VIP Fund - The Performance Universe for the Fund included the Fund and all 
global large-cap value funds underlying VIPs. The Board noted that the Fund’s annualized total return for the one-, three-, five- 
and 10-year periods was above the median of its Performance Universe. The Board concluded that the Fund’s performance 
was satisfactory.
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              Franklin Mutual Shares VIP Fund - The Performance Universe for the Fund included the Fund and all multi-cap 
value funds underlying VIPs. The Board noted that the Fund’s annualized total return for the one-, three-, five- and 10-year 
periods was below the median of its Performance Universe. The Board discussed the Fund’s performance with management, 
and management explained that the Fund is more value oriented in comparison to its peers in the Performance Universe. 
Management also explained that this value orientation adversely impacted the Fund’s relative performance over the one-, 
three- and five-year periods when value underperformed growth. Management further explained that, unlike its Performance 
Universe peers, the Fund uses special situations investments, including distressed/stressed debt and merger arbitrage, which 
occasionally may not be aligned with the broader equity market and peers. Management then discussed with the Board the 
actions that are being taken in an effort to improve the overall performance of the Fund, including enhancements to investment 
research coverage. The Board concluded that the Fund’s Management Agreement should be continued for an additional one-
year period, while management’s efforts continue to be closely monitored.

               Franklin Rising Dividends VIP Fund - The Performance Universe for the Fund included the Fund and all large-cap 
core funds underlying VIPs. The Board noted that the Fund’s annualized total return for the one-, three-, five- and 10-year 
periods was below the median of its Performance Universe. The Board discussed the Fund’s performance with management 
and management explained that the Fund’s underperformance for the one-year period was largely due to the strong 
outperformance of a number of technology-oriented companies, collectively known as the “Magnificent Seven.” Management 
further explained that the Fund seeks to invest at least 80% of its assets in companies that have paid consistently rising 
dividends and that the Fund was underweight the “Magnificent Seven” as most were non-dividend paying companies. 
Management noted that the Fund’s performance was positively impacted by an underweight to the “Magnificent Seven” in 
2022. Management discussed with the Board the actions that are being taken/have been taken in an effort to improve the 
overall performance of the Fund, including, among others, enhancements to its investment team and processes and a change 
in its benchmark that management believes better represents the Fund’s investment universe. The Board noted that effective 
May 1, 2026, the Fund’s tailored benchmark will change from the S&P 500 Index to the Nasdaq US Broad Dividend Achievers 
Index to provide shareholders with a more useful comparison that reflects the Fund’s strategy of investing in companies that 
have paid consistently rising dividends. The Board concluded that the Fund’s Management Agreement should be continued for 
an additional one-year period, while management’s efforts continue to be closely monitored.

               Franklin Small Cap Value VIP Fund - The Performance Universe for the Fund included the Fund and all small-cap 
value funds underlying VIPs. The Board noted that the Fund’s annualized total return for the one-, three-, five- and 10-
year periods was above the median of its Performance Universe. The Board concluded that the Fund’s performance was 
satisfactory.

               Franklin Small-Mid Cap Growth VIP Fund - The Performance Universe for the Fund included the Fund and all 
mid-cap growth funds underlying VIPs. The Board noted that the Fund’s annualized total return for the one-, three-, five- 
and 10-year periods was below the median of its Performance Universe. The Board discussed the Fund’s performance 
with management and management explained that a source of underperformance was due to stock selection, relative to its 
Performance Universe, and that the Fund was underweight the Information Technology sector, which posted higher returns 
than the Consumer Discretionary sector for the one-year period. Management further explained that stock selection in the 
Information Technology, Health Care, and Financials sectors was the primary driver of underperformance for the five-year 
period. Management discussed with the Board the actions that are being taken/have been taken in an effort to improve the 
overall performance of the Fund, including, among others, enhancements to its investment processes. The Board concluded 
that the Fund’s Management Agreement should be continued for an additional one-year period, while management’s efforts 
continue to be closely monitored.

               Franklin Strategic Income VIP Fund - The Performance Universe for the Fund included the Fund and all multi-sector 
income funds underlying VIPs. The Board noted that the Fund’s annualized income return for the one-, three-, five- and 
10-year periods was above the median of its Performance Universe. The Board also noted that the Fund’s annualized total 
return for the five-year period was above the median of its Performance Universe, but for the one-, three- and 10-year periods 
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was below the median of its Performance Universe. The Board further noted management’s view regarding the income-
related attributes of the Fund (e.g., a fund’s investment objective) as set forth in the Fund’s registration statement and that the 
evaluation of the Fund’s performance relative to its peers on an income return basis was appropriate given these attributes. 
The Board concluded that the Fund’s performance was satisfactory.

               Franklin U.S. Government Securities VIP Fund - The Performance Universe for the Fund included the Fund and 
all intermediate US government funds underlying VIPs. The Board noted that the Fund’s annualized income return for the 
three-, five- and 10-year periods was above the median of its Performance Universe, but for the one-year period was below 
the median of its Performance Universe. The Board also noted that the Fund’s annualized total return for the one-, three- and 
five-year periods was above the median of its Performance Universe, but for the 10-year period was 0.01% below the median 
of its Performance Universe. The Board noted management’s view regarding the income-related attributes of the Fund (e.g., a 
fund’s investment objective) as set forth in the Fund’s registration statement and that the evaluation of the Fund’s performance 
relative to its peers on an income return basis was appropriate given these attributes. The Board concluded that the Fund’s 
performance was satisfactory.

              Templeton Emerging Markets VIP Fund - The Performance Universe for the Fund included the Fund and all retail and 
institutional emerging markets funds. The Board noted that the Fund’s annualized total return for the one-, three-, five- and 10-
year periods was above the median of its Performance Universe. The Board also noted that, effective June 1, 2026, the Fund 
changed its name from the Templeton Developing Markets VIP Fund to the Templeton Emerging Markets VIP Fund. The Board 
concluded that the Fund’s performance was satisfactory.

              Templeton Foreign VIP Fund - The Performance Universe for the Fund included the Fund and all international 
multi-cap value funds underlying VIPs. The Board noted that the Fund’s annualized total return for the one-, three-, five- and 
10-year periods was below the median and in the fifth quintile (worst) of its Performance Universe. The Board discussed 
the Fund’s performance with management and management explained that, relative to its Performance Universe, the Fund 
was overweight in weaker defensive sectors such as Health Care and Utilities, which negatively impacted performance. 
Management further explained that the Fund’s one- and three-year underperformance versus its Performance Universe was 
primarily attributable to stock selection in the Materials, Utilities, and Communication Services sectors. Management discussed 
with the Board the actions that are being taken/have been taken in an effort to improve the overall performance of the Fund, 
including, among others, enhancements to its investment processes. The Board noted that, although below the median, the 
annualized total return for each period was positive, and 29.51% for the one-year period and 15.87% for the three-year period. 
The Board concluded that the Fund’s Management Agreement should be continued for an additional one-year period, while 
management’s efforts continue to be closely monitored.

               Templeton Global Bond VIP Fund - The Performance Universe for the Fund included the Fund and all global 
income funds underlying VIPs. The Board noted that the Fund’s annualized total return for the one-year period was above 
the median and in the first quintile (best) of its Performance Universe, but for the three-, five- and 10-year periods was below 
the median of its Performance Universe. The Board discussed the Fund’s performance with management and management 
explained that the funds in the Performance Universe generally maintained substantially greater US dollar exposures and 
longer developed market duration than the Fund which adversely impacted the Fund’s performance over each time period. 
Management also noted that the Fund’s underperformance relative to its benchmark, the JP Morgan Global Government 
Bond Index, and Performance Universe over the three- and five-year periods was largely attributable to underperformance 
specifically in calendar years 2023 and 2024, as a result of the Fund’s currency positioning in non-USD assets as the US 
dollar reached historical highs compared to many currencies in recent years. Management discussed with the Board the 
actions that are being taken/have been taken in an effort to improve the overall performance of the Fund, including, among 
others, enhancements to its investment team and processes and the investment team’s view that the Fund is well positioned to 
benefit from its outlook expectations. The Board noted that the Fund outperformed its benchmark for the one-year period. The 
Board also noted that the annualized total return was 16.09% for the one-year period. The Board concluded that the Fund’s 
performance was acceptable.
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               Templeton Growth VIP Fund - The Performance Universe for the Fund included the Fund and all global multi-cap 
value funds underlying VIPs. The Board noted that the Fund’s annualized total return for the one- and three-year periods was 
above the median of its Performance Universe, but for the five- and 10-year periods was below the median of its Performance 
Universe. The Board concluded that the Fund’s performance was satisfactory.

Comparative Fees and Expenses

The Board reviewed and considered information regarding each Fund’s actual total expense ratio and its various components, 
including, as applicable, management fees; transfer agent expenses; underlying fund expenses; Rule 12b-1 and non-Rule 
12b-1 service fees; and other non-management fees. The Board also noted the quarterly and annual reports it receives on 
all marketing support payments made by FT to financial intermediaries. The Board considered the actual total expense ratio 
and, separately, the contractual management fee rate, without the effect of fee waivers, if any (Management Rate) of each 
Fund in comparison to the median expense ratio and median Management Rate, respectively, of other mutual funds deemed 
comparable to and with a similar expense structure to the Fund selected by Broadridge (Expense Group). Broadridge fee 
and expense data is based upon information taken from each fund’s most recent annual or semi-annual report, which reflects 
historical asset levels that may be quite different from those currently existing, particularly in a period of market volatility. 
While recognizing such inherent limitation and the fact that expense ratios and Management Rates generally increase as 
assets decline and decrease as assets grow, the Board believed the independent analysis conducted by Broadridge to be an 
appropriate measure of comparative fees and expenses. The Broadridge Management Rate includes administrative charges. 
The Board received a description of the methodology used by Broadridge to select the mutual funds included in an Expense 
Group.

                 Franklin Allocation VIP Fund, Franklin DynaTech VIP Fund, Franklin Growth and Income VIP Fund, Franklin Income 
VIP Fund, Franklin Small Cap Value VIP Fund, Franklin U.S. Government Securities VIP Fund and Templeton Global Bond 
VIP Fund - The Expense Group for the Franklin Allocation VIP Fund included the Fund and eight other mixed-asset target 
allocation growth funds underlying VIPs. The Expense Group for the Franklin DynaTech VIP Fund included the Fund and six 
other large-cap growth funds underlying VIPs. The Expense Group for the Franklin Growth and Income VIP Fund included 
the Fund and 13 other equity income funds underlying VIPs. The Expense Group for the Franklin Income VIP Fund included 
the Fund and eight other flexible portfolio funds underlying VIPs. The Expense Group for the Franklin Small Cap Value VIP 
Fund included the Fund and seven other small-cap value funds underlying VIPs. The Expense Group for the Franklin U.S. 
Government Securities VIP Fund included the Fund and six other intermediate US government funds underlying VIPs. The 
Expense Group for the Templeton Global Bond VIP Fund included the Fund and eight other global income funds underlying 
VIPs. The Board noted that the Management Rates and actual total expense ratios for the Funds were below the medians of 
their respective Expense Groups. The Board further noted that the Franklin Allocation VIP Fund’s sub-advisers are paid by 
FAV out of the management fee FAV receives from the Fund and that the allocation of the fee between FAV and each sub-
adviser reflected the services provided by each to the Fund. The Board also noted that the Franklin Allocation VIP Fund’s, 
Franklin DynaTech VIP Fund’s and Franklin Growth and  Income VIP Fund’s actual total expense ratio reflected an expense 
cap on operating expenses. The Board concluded that the Management Rate charged to each Fund and the sub-advisory fee 
paid to each sub-adviser of the Franklin Allocation VIP Fund are reasonable.

                   Franklin Global Real Estate VIP Fund, Franklin Large Cap Growth VIP Fund, Franklin Mutual Global Discovery 
VIP Fund, Franklin Mutual Shares VIP Fund, Franklin Rising Dividends VIP Fund, Franklin Strategic Income VIP Fund and 
Templeton Growth VIP Fund - The Expense Group for the Franklin Global Real Estate VIP Fund included the Fund and eight 
other global real estate funds underlying VIPs. The Expense Group for the Franklin Large Cap Growth VIP Fund included the 
Fund and eight other large-cap growth funds underlying VIPs. The Expense Group for the Franklin Mutual Global Discovery 
VIP Fund included the Fund, two other global large-cap value funds underlying VIPs and four global large-cap core funds 
underlying VIPs. The Expense Group for the Franklin Mutual Shares VIP Fund included the Fund and 11 other multi-cap value 
funds underlying VIPs. The Expense Group for the Franklin Rising Dividends VIP Fund included the Fund and 13 other large-
cap core funds underlying VIPs. The Expense Group for the Franklin Strategic Income VIP Fund included the Fund and seven 
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other multi-sector income funds underlying VIPs. The Expense Group for the Templeton Growth VIP Fund included the Fund, 
currently classified as a global multi-cap value fund underlying VIPs, two global multi-cap core funds underlying VIPs and one 
global multi-cap growth fund underlying VIPs. The Board noted that the Management Rates and actual total expense ratios for 
the Funds were above the medians of their respective Expense Groups. The Board further noted:

Franklin Global Real Estate VIP Fund - management’s explanation that the current investment process requires 
a more differentiated core-plus strategy with selective idiosyncratic exposure, supported by deeper country-level 
research. Management further explained the Fund is among the smallest funds within the Expense Group with most 
Expense Group peers more than two times as large with respect to assets under management (AUM), noting that 
the Expense Group peers with the largest AUM realize greater operating efficiencies, contributing to lower overall 
expenses. The Board also noted that the Fund’s actual total expense ratio reflected an expense cap on operating 
expenses.

Franklin Large Cap Growth VIP Fund - management’s explanation that the Fund’s AUM is less than $100 million, 
meaningfully below the Expense Group median AUM. Management further explained that the Expense Group peers 
with larger AUM benefit from their larger scale and stronger operating leverage. Management also explained that of 
the two funds in the Expense Group with less than $100 million in AUM, the Fund had the lowest total expenses.

Franklin Mutual Global Discovery VIP Fund - management’s explanation that, unlike other funds in the Fund’s 
Expense Group, the Fund utilizes special situations such as merger arbitrage, restructurings and distressed credit in 
pursuit of its investment objective. Management further explained that identifying such opportunities requires a more 
in-depth analysis and a more rigorous research due diligence process. The Board also noted that the Fund’s actual 
total expense ratio was approximately four basis points above the median.

Franklin Mutual Shares VIP Fund - management’s explanation that the Fund’s Management Rate was approximately 
three basis points above the median of the Fund’s Expense Group and the actual total expense ratio was one basis 
point above the median of the Fund’s Expense Group. Management further explained that the portfolio management 
team has taken steps to enhance its investment process, including the development of additional quantitative tools, 
refining the focus of research efforts, and realigning research coverage.

Franklin Rising Dividends VIP Fund - management’s explanation that the Fund’s Management Rate and actual 
total expense ratio were each only 0.5 basis points above the respective median of the Fund’s Expense Group. 
Management further explained that it believes the Fund is priced in line with peers considering the Fund’s asset size 
and the breadth of research, portfolio construction, and risk‑management resources supporting the strategy.

Franklin Strategic Income VIP Fund - management’s explanation that the Fund’s Management Rate was only 0.2 
basis points above the median of the Fund’s Expense Group.

Templeton Growth VIP Fund – management’s explanation regarding the small size of the Fund’s Expense Group (four 
funds) and that therefore no quintile information was provided for the Fund. The Board also noted management’s 
explanation that two of the peers in the Expense Group had significantly higher AUM compared to the Fund, 
which can provide these larger peers with cost advantages through better economies of scale and more favorable 
expense ratios. Management further explained that in this context, the Fund’s expenses reflect both its size and the 
research‑intensive nature of its global, value‑oriented investment approach. The Board also noted that the Fund’s 
actual total expense ratio reflected an expense cap on operating expenses.

The Board concluded that the Management Rate charged to each Fund is reasonable.

          Franklin Small-Mid Cap Growth VIP Fund - The Expense Group for the Franklin Small-Mid Cap Growth VIP Fund 
included the Fund and 13 other mid-cap growth funds underlying VIPs. The Board noted that the Management Rate for the 
Fund was equal to the median of its Expense Group and the actual total expense ratio for the Fund was below the median of 
its Expense Group. The Board concluded that the Management Rate charged to the Fund is reasonable.
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           Templeton Emerging Markets VIP Fund - The Expense Group for the Fund included the Fund and 12 other emerging 
markets funds. The Board noted that the Management Rate for the Fund was five basis points above the median of its 
Expense Group and the actual total expense ratio for the Fund was below the median and in the second quintile of its Expense 
Group. The Board further noted that the Fund’s sub-adviser is paid by TAML out of the management fee TAML receives from 
the Fund and that the allocation of the fee between TAML and the sub-adviser reflected the services provided by each to the 
Fund. The Board concluded that the Management Rate charged to the Fund and the sub-advisory fee paid to the Fund’s sub-
adviser are reasonable.

            Templeton Foreign VIP Fund - The Expense Group for the Fund included the Fund, five other international multi-
cap value funds underlying VIPs and three international large-cap value funds underlying VIPs. The Board noted that the 
Management Rate for the Fund was approximately five basis points above the median of its Expense Group and the actual 
total expense ratio for the Fund was equal to the median of its Expense Group. The Board concluded that the Management 
Rate charged to the Fund is reasonable.

Profitability

The Board reviewed and considered information regarding the profits realized by the Managers and their affiliates in 
connection with the operation of each Fund. In this respect, the Board considered the Fund profitability analysis that addresses 
the overall profitability of FT’s US fund business, as well as its profits in providing investment management and other services 
to each of the individual funds during the 12-month period ended September 30, 2025, being the most recent fiscal year-end 
for FTI. The Board noted that although management continually makes refinements to its methodologies used in calculating 
profitability in response to organizational and product-related changes, the overall methodology has remained consistent with 
that used in the Funds’ profitability report presentations from prior years. The Board also noted that an independent registered 
public accounting firm has been engaged to periodically review and assess the allocation methodologies to be used solely by 
the Funds’ Board with respect to the profitability analysis.

The Board noted management’s belief that costs incurred in establishing the infrastructure necessary for the type of mutual 
fund operations conducted by each Manager and its affiliates may not be fully reflected in the expenses allocated to each 
Fund in determining its profitability, as well as the fact that the level of profits, to a certain extent, reflected operational cost 
savings and efficiencies initiated by management. As part of this evaluation, the Board considered management’s outsourcing 
of certain operations, which effort has required considerable up-front expenditures by the Managers but, over the long run is 
expected to result in greater efficiencies. The Board also noted management’s expenditures in improving shareholder services 
provided to the Funds, as well as the need to implement systems and meet additional regulatory and compliance requirements 
resulting from recent US Securities and Exchange Commission and other regulatory requirements.

The Board also considered the extent to which each Manager and its affiliates might derive ancillary benefits from fund 
operations, including revenues generated from transfer agent services, potential benefits resulting from personnel and systems 
enhancements necessitated by fund growth, as well as increased leverage with service providers and counterparties. Based 
upon its consideration of all these factors, the Board concluded that the level of profits realized by the Managers and their 
affiliates from providing services to each Fund was not excessive in view of the nature, extent and quality of services provided 
to each Fund.

Economies of Scale

The Board reviewed and considered the extent to which each Manager may realize economies of scale, if any, as each 
Fund grows larger and whether each Fund’s management fee structure reflects any economies of scale for the benefit of 
shareholders. With respect to possible economies of scale, the Board noted the existence of management fee breakpoints 
for each Fund (except for the Franklin Allocation VIP Fund), which operate generally to share any economies of scale with 
a Fund’s shareholders by reducing the Fund’s effective management fees as the Fund grows in size. The Board considered 
each Manager’s view that any analyses of potential economies of scale in managing a particular fund are inherently limited in 
light of the joint and common costs and investments each Manager incurs across the FT family of funds as a whole. The Board 
noted that the Franklin DynaTech VIP Fund, Franklin Global Real Estate VIP Fund, Franklin Growth and Income VIP Fund 
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and Franklin Large Cap Growth VIP Fund do not currently have an asset size that would likely enable these Funds to achieve 
economies of scale. The Board also noted that the Franklin U.S. Government Securities VIP Fund and Templeton Global Bond 
VIP Fund had experienced a significant decrease in assets and would not be expected to demonstrate additional economies 
of scale in the near term. The Board concluded that to the extent economies of scale may be realized by each Manager and 
its affiliates, each Fund’s management fee structure provided a sharing of benefits with the Fund and its shareholders as the 
Fund grows.

Conclusion

Based on its review, consideration and evaluation of all factors it believed relevant, including the above-described factors and 
conclusions, the Board unanimously approved the continuation of each Management Agreement for an additional one-year 
period.
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