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Goal, Strategies and Risks

The following information provided with respect to the Fund is
in addition to that included in the Fund’s prospectus. In
addition to the main types of investments and strategies
undertaken by the Fund as described in the prospectus, the
Fund also may invest in other types of instruments and
engage in and pursue other investment strategies, which are
described in this SAI. Investments and investment strategies
with respect to the Fund are discussed in greater detail in the
section below entitled "Glossary of Investments, Techniques,
Strategies and Their Risks."

Generally, the policies and restrictions discussed in this SAl
and in the prospectus apply when the Fund makes an
investment. With the exception of (i) compliance with the
Fund's 80% policy as described in the prospectus, (ii) the
Fund's limitations on borrowing as described herein, and (iii)
as otherwise noted herein, in most cases, the Fund is not
required to sell an investment because circumstances change
and the investment no longer meets one or more of the
Fund's policies or restrictions. Other than the exceptions
described above, if a percentage restriction or limitation is met
at the time of investment, a later increase or decrease in the
percentage due to a change in the value of portfolio
investments will not be considered a violation of the restriction
or limitation.

The Fund has adopted certain investment restrictions as
fundamental and non-fundamental policies. A fundamental
policy may only be changed if the change is approved by (i)
more than 50% of the Fund's outstanding shares or (i) 67%
or more of the Fund's shares present at a shareholder
meeting if more than 50% of the Fund's outstanding shares
are represented at the meeting in person or by proxy,
whichever is less. A non-fundamental policy may be changed
without the approval of shareholders.

You could lose money by investing in the Fund. Although the
Fund seeks to preserve the value of your investment at $1.00
per share, it cannot guarantee it will do so. An investment in
the Fund is not a bank account and is not insured by the
Federal Deposit Insurance Corporation, the Federal Reserve
Board, or any other agency of the U.S. government. The
Fund’s sponsor is not required to reimburse the Fund for
losses, and you should not expect that the sponsor will
provide financial support to the Fund at any time, including
during periods of market stress. Shares of the Fund are not
deposits or obligations of, or guaranteed or endorsed by, any
bank.

For more information about the restrictions of the Investment
Company Act of 1940 (1940 Act) on the Fund with respect to
borrowing and senior securities, see “Glossary of
Investments, Techniques, Strategies and Their Risks -
Borrowing” below.

Fundamental Investment Policies

The Fund’s investment goal is to provide investors with as
high a level of current income as is consistent with the
preservation of shareholders’ capital and liquidity. The Fund
also tries to maintain a stable $1.00 share price. In all cases,
the Fund may pursue its policies by investing in another
registered investment company with the same investment
goal and substantially similar policies and restrictions as the
Fund.

The Fund may not:

1. Borrow money, except to the extent permitted by the 1940
Act, or any rules, exemptions or interpretations thereunder
that may be adopted, granted or issued by the U.S. Securities
and Exchange Commission (SEC).

2. Act as an underwriter, except to the extent the Fund may
be deemed to be an underwriter when disposing of securities
it owns or when selling its own shares.

3. Make loans if, as a result, more than 33 1/3% of its total
assets would be lent to other persons, including other
investment companies to the extent permitted by the 1940 Act
or any rules, exemptions or interpretations thereunder that
may be adopted, granted or issued by the SEC. This limitation
does not apply to (i) the lending of portfolio securities, (i) the
purchase of debt securities, other debt instruments, loan
participations and/or engaging in direct corporate loans in
accordance with its investment goals and policies, and (iii)
repurchase agreements to the extent the entry into a
repurchase agreement is deemed to be a loan.!

4. Purchase or sell real estate unless acquired as a result of
ownership of securities or other instruments and provided that
this restriction does not prevent the Fund from (i) purchasing
or selling securities or instruments secured by real estate or
interests therein, securities or instruments representing
interests in real estate or securities or instruments of issuers
that invest, deal or otherwise engage in transactions in real
estate or interests therein, and (i) making, purchasing or
selling real estate mortgage loans.

5. Purchase or sell commodities, except to the extent
permitted by the 1940 Act or any rules, exemptions or
interpretations thereunder that may be adopted, granted or
issued by the SEC.

6. Issue senior securities, except to the extent permitted by
the 1940 Act or any rules, exemptions or interpretations
thereunder that may be adopted, granted or issued by the
SEC.

7. Invest more than 25% of the Fund's net assets in
securities of issuers in any one industry (other than securities
issued or guaranteed by the U.S. government or any of its
agencies or instrumentalities or certificates of deposit,



bankers' acceptances and other similar obligations of
domestic banks).?

8. Purchase the securities of any one issuer (other than the
U.S. government or any of its agencies or instrumentalities or
securities of other investment companies, whether registered
or excluded from registration under Section 3(c) of the 1940
Act) if immediately after such investment (i) more than 5% of
the value of the Fund's total assets would be invested in such
issuer or (i) more than 10% of the outstanding voting
securities of such issuer would be owned by the Fund, except
that up to 25% of the value of the Fund’s total assets may be
invested without regard to such 5% and 10% limitations.®

1 Although not part of the Fund'’s fundamental investment restriction, in
general, “direct corporate loans” or direct investments in corporate loans are
investments in new corporate loans where the Fund may invest as an initial
investor and have a direct contractual relationship with the borrower (as
opposed to a participation interest where the fund's sole contractual
relationship is with the seller of the interest). Purchasing a loan or an
interest in a loan in this fashion would allow the Fund to avoid the credit risk
of the agent bank or other intermediary.

2 Although not part of the Fund’s fundamental investment restriction, to the
extent that the Fund invests in underlying funds, the Fund will take into
account the holdings of those affiliated underlying funds in which it invests
and will not ignore information about unaffiliated underlying funds.

% The Fund will be considered to have satisfied this restriction if it is in
compliance with Rule 2a-7(d)(3) and (e) under the 1940 Act (or any
successor rule thereto).

Non-Fundamental Investment Policies
The Fund:

1. Will invest in obligations or instruments issued by banks
and savings institutions with assets of at least $1 billion.

2. May invest in an obligation issued by a branch of a bank
only if the parent bank has assets of at least $5 billion.

3. May not make any new investments while any outstanding
loans exceed 5% of its total assets.

4. Only intends to buy stripped securities that are issued or
guaranteed by the U.S. Treasury or by an agency or
instrumentality of the U.S. government.

5. May not invest more than 5% of its total assets (measured
at the time of acquisition) in illiquid securities, as defined
under applicable regulation.

6. Will invest 100% of its assets in securities with remaining
maturities of 397 calendar days or less, or in another open-
end management investment company that has the same
investment goals and policies. Maturity, for purposes of the
Fund's investment policies, is calculated in accordance with
Rule 2a-7, including Rule 2a-7's maturity shortening
provisions.

Glossary of Investments, Techniques, Strategies and
Their Risks

Certain words or phrases may be used in descriptions of
Fund investment policies and strategies to give investors a
general sense of the Fund's levels of investment. They are
broadly identified with, but not limited to, the following
percentages of Fund total assets:

“small portion” less than 10%
“portion” 10% to 25%
“significant” 25% to 50%
“substantial” 50% to 66%
“primary” 66% to 80%

“predominant” 80% or more

If the Fund intends to limit particular investments or strategies
to no more than specific percentages of Fund assets, the
prospectus or SAl will clearly identify such limitations. The
percentages above are not limitations unless specifically
stated as such in the Fund's prospectus or elsewhere in this
SAl

The Fund may invest in securities that are rated by various
rating agencies such as Moody's Ratings (Moody's), S&P®
Global Ratings (S&P) and Fitch Ratings (Fitch), as well as
securities that are unrated.

The following are requirements for money market fund
investments, and securities and techniques used by the Fund:
The SEC has recently adopted amendments to money market
fund regulations that, when implemented, could impact the
Fund's operations. The Fund is reviewing the regulations and
their impact.

For purposes of the Fund's investment policies, strategies
and risks, the term “investment manager” includes the Fund’s
sub-advisor, as applicable.

Liquidity The Fund may not invest more than 5% of its total
assets (measured at the time of acquisition) in illiquid
securities, as defined under applicable regulation.

The Fund is required to invest at least 25% of its total assets
(measured at the time of acquisition) in "daily liquid assets"
and at least 50% of its total assets (measured at the time of
acquisition) in "weekly liquid assets”. "Daily liquid assets" are
cash (including demand deposits), direct obligations of the
U.S. Government and securities (including repurchase
agreements) that will mature or are subject to a demand
feature that is exercisable and payable within one business
day or amounts receivable and due unconditionally within one
business day on pending sales of portfolio securities. "Weekly
liquid assets" are cash (including demand deposits), direct
obligations of the U.S. Government, U.S. Government
agencyl/instrumentality discount notes (without provision for
the payment of interest) with remaining maturities of 60
calendar days or less, and securities (including repurchase
agreements) that will mature or are subject to a demand



feature that is exercisable and payable within five business
days or amounts receivable and due unconditionally within
five business days on pending sales of portfolio securities.
For purposes of these two definitions, maturity is determined
without reference to the maturity shortening exceptions in
Rule 2a-7 regarding interest rate readjustments.

Maturity. The Fund is required to maintain a dollar-weighted
average portfolio maturity of no greater than 60 calendar days
and the Fund is required to maintain a dollar-weighted
average life of no greater than 120 calendar days. “Weighted
average life” is portfolio maturity measured without reference
to provisions that otherwise permit the maturity of certain
adjustable rate securities to be deemed to be “shortened” to
their interest rate reset dates.

Suspension of redemptions. In the event that (a) the Fund, at
the end of a business day, has invested less than 10% of its
total assets in weekly liquid assets or (b) the Fund'’s price per
share as computed for the purpose of distribution, redemption
and repurchase, rounded to the nearest 1%, has deviated
from the stable price established by the Fund’s board of
trustees or (c) the Trust's board of trustees, including a
majority of trustees who are not interested persons of the
Trust as defined in the 1940 Act, determines that such a
deviation is likely to occur, and the board of trustees,
including a majority of trustees who are not interested
persons of the Trust, irrevocably has approved the liquidation
of the Fund, the Fund's board of trustees has the authority to
suspend redemptions of Fund shares.

The following is a description of various types of securities,
instruments and techniques that may be purchased and/or
used by the Fund:

Borrowing The 1940 Act and the SEC's current rules,
exemptions and interpretations thereunder, permit the Fund to
borrow up to one-third of the value of its total assets
(including the amount borrowed, but less all liabilities and
indebtedness not represented by senior securities) from
banks. The Fund is required to maintain continuous asset
coverage of at least 300% with respect to such borrowings
and to reduce the amount of its borrowings (within three days
excluding Sundays and holidays) to restore such coverage if it
should decline to less than 300% due to market fluctuations
or otherwise. In the event that the Fund is required to reduce
its borrowings, it may have to sell portfolio holdings, even if
such sale of the Fund's holdings would be disadvantageous
from an investment standpoint.

If the Fund makes additional investments while borrowings
are outstanding, this may be considered a form of leverage.
Leveraging by means of borrowing may exaggerate the effect
of any increase or decrease in the value of portfolio securities
on the Fund's net asset value, and money borrowed will be
subject to interest and other costs (which may include
commitment fees and/or the cost of maintaining minimum

average balances), which may or may not exceed the income
or gains received from the securities purchased with
borrowed funds.

In addition to borrowings that are subject to 300% asset
coverage and are considered by the SEC to be permitted
“senior securities,” the Fund is also permitted under the 1940
Act to borrow for temporary purposes in an amount not
exceeding 5% of the value of its total assets at the time when
the loan is made. A loan will be presumed to be for temporary
purposes if it is repaid within 60 days and is not extended or
renewed.

Debt securities - general description In general, a debt
security represents a loan of money to the issuer by the
purchaser of the security. A debt security typically has a fixed
payment schedule that obligates the issuer to pay interest to
the lender and to return the lender's money over a certain
time period. A company typically meets its payment
obligations associated with its outstanding debt securities
before it declares and pays any dividend to holders of its
equity securities. Bonds, notes and commercial paper are
examples of debt securities and differ in the length of the
issuer's principal repayment schedule, with bonds carrying
the longest repayment schedule and commercial paper the
shortest:

Bonds. Abond is a debt security in which investors lend
money to an entity that borrows for a defined period of time,
usually a period of more than five years, at a specified interest
rate.

Commercial paper. Commercial paper is an unsecured,
short-term loan to a corporation, typically for financing
accounts receivable and inventory with maturities of up to 270
days.

Debentures. A debenture is an unsecured debt security
backed only by the creditworthiness of the borrower, not by
collateral.

Bills. A bill is a short-term debt instrument, usually with a
maturity of two years or less.

Notes. A note is a debt security usually with a maturity of up
to ten years.

For purposes of the discussion in this SAI of the risks of
investing in debt securities generally, loans or other short-
term instruments, which otherwise may not technically be
considered securities, are included.

Debt securities are all generally subject to interest rate, credit,
income and prepayment risks and, like all investments, are
subject to liquidity and market risks to varying degrees
depending upon the specific terms and type of security. The
Fund's investment manager attempts to reduce credit and
market risk through diversification of the Fund's portfolio and



ongoing credit analysis of each issuer, as well as by
monitoring economic developments, but there can be no
assurance that it will be successful at doing so.

llliquid securities Generally, an “illiquid security” or “illiquid
investment” is any investment that cannot be disposed of
partially or in full in the ordinary course of business within
seven days at approximately the amount at which the Fund
has valued the instrument. llliquid investments generally
include investments for which no market exists or which are
legally restricted as to their transfer (such as those issued
pursuant to an exemption from the registration requirements
of the federal securities laws). Restricted securities are
generally sold in privately negotiated transactions, pursuant to
an exemption from registration under the Securities Act of
1933, as amended (1933 Act). If registration of a security
previously acquired in a private transaction is required, the
Fund, as the holder of the security, may be obligated to pay
all or part of the registration expense and a considerable
period may elapse between the time it decides to seek
registration and the time it will be permitted to sell a security
under an effective registration statement. If, during such a
period, adverse market conditions were to develop, the Fund
might obtain a less favorable price than prevailed when it
decided to seek registration of the security. To the extent it is
determined that there is a liquid institutional or other market
for certain restricted securities, the Fund would consider them
to be liquid securities. An example is a restricted security that
may be freely transferred among qualified institutional buyers
pursuant to Rule 144A under the 1933 Act, and for which a
liquid institutional market has developed. Rule 144A securities
may be subject, however, to a greater possibility of becoming
illiquid than securities that have been registered with the SEC.

The following factors may be taken into account in
determining whether a restricted security is properly
considered a liquid security: (i) the frequency of trades and
quotes for the security; (ii) the number of dealers willing to
buy or sell the security and the number of other potential
buyers; (iii) any dealer undertakings to make a market in the
security; and (iv) the nature of the security and of the
marketplace trades (e.g., any demand, put or tender features,
the method of soliciting offers, the mechanics and other
requirements for transfer, and the ability to assign or offset
the rights and obligations of the security). The nature of the
security and its trading includes the time needed to sell the
security, the method of soliciting offers to purchase or sell the
security, and the mechanics of transferring the security
including the role of parties such as foreign or U.S.
custodians, subcustodians, currency exchange brokers, and
depositories.

The sale of illiquid investments often requires more time and
results in higher brokerage charges or dealer discounts and
other selling expenses than the sale of investments eligible
for trading on national securities exchanges or in the over-the-
counter (OTC) markets. llliquid investments often sell at a

price lower than similar investments that are not subject to
restrictions on resale.

The risk to the Fund in holding illiquid investments is that they
may be more difficult to sell if the Fund wants to dispose of
the investment in response to adverse developments or in
order to raise money for redemptions or other investment
opportunities. llliquid trading conditions may also make it
more difficult for the Fund to realize an investment's fair
value.

The Fund may also be unable to achieve its desired level of
exposure to a certain investment, issuer, or sector due to
overall limitations on its ability to invest in illiquid investments
and the difficulty in purchasing such investments.

Interfund lending program Pursuant to an exemptive order
granted by the SEC (Lending Order), the Fund has the ability
to lend money to, and borrow money from, other Franklin
Templeton funds for temporary purposes (Interfund Lending
Program) pursuant to a master interfund lending agreement
(Interfund Loan). Lending and borrowing through the Interfund
Lending Program provides the borrowing fund with a lower
interest rate than it would have paid if it borrowed money from
a bank, and provides the lending fund with an alternative
short-term investment with a higher rate of return than other
available short-term investments. All Interfund Loans would
consist only of uninvested cash reserves that the lending fund
otherwise would invest in short-term repurchase agreements
or other short-term instruments. The Fund may only
participate in the Interfund Lending Program to the extent
permitted by its investment goal(s), policies and restrictions
and only subject to meeting the conditions of the Lending
Order.

The limitations of the Interfund Lending Program are
described below and these and the other conditions of the
Lending Order permitting interfund lending are designed to
minimize the risks associated with interfund lending for both
the lending and borrowing fund. However, no borrowing or
lending activity is without risk. When a fund borrows money
from another fund under the Interfund Lending Program, there
is a risk that the Interfund Loan could be called on one
business day’s notice, in which case the borrowing fund may
have to utilize a line of credit, which would likely involve
higher rates, seek an Interfund Loan from another fund, or
liquidate portfolio securities if no lending sources are available
to meet its liquidity needs. Interfund Loans are subject to the
risk that the borrowing fund could be unable to repay the loan
when due, and a delay in repayment could result in a lost
opportunity by the lending fund or force the lending fund to
borrow or liquidate securities to meet its liquidity needs.

Under the Interfund Lending Program, the Fund may borrow
on an unsecured basis through the Interfund Lending
Program if its outstanding borrowings from all sources
immediately after the borrowing total 10% or less of its total



assets, provided that if the Fund has a secured loan
outstanding from any other lender, including but not limited to
another fund, the Fund’s Interfund Loan will be secured on at
least an equal priority basis with at least an equivalent
percentage of collateral to loan value as any outstanding loan
that requires collateral. If the Fund’s total outstanding
borrowings immediately after an Interfund Loan exceed 10%
of its total assets, the Fund may borrow through the Interfund
Lending Program on a secured basis only. The Fund may not
borrow under the Interfund Lending Program or from any
other source if its total outstanding borrowings immediately
after such borrowing would be more than 33 1/3% of its total
assets or any lower threshold provided for by the Fund’s
investment restrictions.

If the Fund has outstanding bank borrowings, any Interfund
Loans to the Fund would: (a) be at an interest rate equal to or
lower than that of any outstanding bank loan, (b) be secured
at least on an equal priority basis with at least an equivalent
percentage of collateral to loan value as any outstanding bank
loan that requires collateral, (c) have a maturity no longer
than any outstanding bank loan (and in any event not over
seven days), and (d) provide that, if an event of default by the
Fund occurs under any agreement evidencing an outstanding
bank loan to the Fund, that event of default will automatically
(without need for action or notice by the lending fund)
constitute an immediate event of default under the interfund
lending agreement, entitling the lending fund to call the
Interfund Loan (and exercise all rights with respect to any
collateral), and that such call would be made if the lending
bank exercises its right to call its loan under its agreement
with the borrowing fund.

In addition, no fund may lend to another fund through the
Interfund Lending Program if the loan would cause the
lending fund’s aggregate outstanding loans through the
Interfund Lending Program to exceed 15% of its current net
assets at the time of the loan. A fund’s Interfund Loans to any
one fund shall not exceed 5% of the lending fund’s net assets.
The duration of Interfund Loans will be limited to the time
required to obtain cash sufficient to repay such Interfund
Loan, either through the sale of portfolio securities or the net
sales of the fund’s shares, but in no event more than seven
days, and for purposes of this condition, loans effected within
seven days of each other will be treated as separate loan
transactions. Each Interfund Loan may be called on one
business day’s notice by a lending fund and may be repaid on
any day by a borrowing fund.

Investment grade debt securities Investment grade debt
securities are securities that are rated at the time of purchase
in the top four ratings categories by one or more independent
rating organizations such as Fitch (rated BBB- or better), S&P
(rated BBB- or better), or Moody'’s (rated Baa3 or higher) or, if
unrated, are determined to be of comparable quality by the
Fund'’s investment manager. Generally, a higher rating
indicates the rating agency’s opinion that there is less risk of

default of obligations thereunder including timely repayment
of principal and payment of interest. Debt securities in the
lowest investment grade category may have speculative
characteristics and more closely resemble high-yield debt
securities than investment-grade debt securities. Lower-rated
securities may be subject to all the risks applicable to high-
yield debt securities and changes in economic conditions or
other circumstances are more likely to lead to a weakened
capacity to make principal and interest payments than is the
case with higher grade debt securities.

A number of risks associated with rating agencies apply to the
purchase or sale of investment grade debt securities.

Repurchase agreements Under a repurchase agreement,
the Fund agrees to buy securities guaranteed as to payment
of principal and interest by the U.S. government or its
agencies or instrumentalities from a qualified bank, broker-
dealer or other counterparty and then to sell the securities
back to such counterparty on an agreed upon date (generally
less than seven days) at a higher price, which reflects
currently prevailing short-term interest rates. Entering into
repurchase agreements allows the Fund to earn a return on
cash in the Fund's portfolio that would otherwise remain un-
invested. The counterparty must transfer to the Fund's
custodian, as collateral, securities with an initial market value
of at least 102% (in the case of a counterparty that is a bank
or broker-dealer) or 100% (if the Federal Reserve Bank of
New York (FRBNY) is the counterparty) of the dollar amount
paid by the Fund to the counterparty. The investment
manager will monitor the value of such collateral daily to
determine that the value of the collateral equals or exceeds
the repurchase price. The Fund considers repurchase
agreements with the FRBNY to be U.S. Government
securities for purposes of the Fund’s investment policies.

Repurchase agreements may involve risks in the event of
default or insolvency of the counterparty, including possible
delays or restrictions upon the Fund's ability to sell the
underlying securities and additional expenses in seeking to
enforce the Fund's rights and recover any losses. The Fund
will enter into repurchase agreements only with parties who
meet certain creditworthiness standards, i.e., the FRBNY or
banks or broker-dealers that the investment manager has
determined, based on the information available at the time,
present no serious risk of becoming involved in bankruptcy
proceedings within the time frame contemplated by the
repurchase agreement. Although the Fund seeks to limit the
credit risk under a repurchase agreement by carefully
selecting counterparties and accepting only high quality
collateral, some credit risk remains. The counterparty could
default, which may make it necessary for the Fund to incur
expenses to liquidate the collateral. In addition, the collateral
may decline in value before it can be liquidated by the Fund.



A repurchase agreement with more than seven days to
maturity is considered an illiquid security and is subject to the
Fund's investment restriction on illiquid securities.

Stripped securities Stripped securities are debt securities
that have been transformed from a principal amount with
periodic interest coupons into a series of zero coupon bonds,
each with a different maturity date corresponding to one of the
payment dates for interest coupon payments or the
redemption date for the principal amount. Stripped securities
are subject to all the risks applicable to zero coupon bonds as
well as certain additional risks.

Like zero coupon bonds, stripped securities do not provide for
periodic payments of interest prior to maturity. Rather they are
offered at a discount from their face amount that will be paid
at maturity. This results in the security being subject to
greater fluctuations in response to changing interest rates
than interest-paying securities of similar maturities. Federal
income taxes generally accrue on stripped securities each
year although no cash income is received until maturity, and
the Fund may be required to sell portfolio securities that it
would otherwise continue to hold in order to obtain sufficient
cash to make distributions to shareholders required for U.S.
tax purposes.

The riskiness of an investment in stripped securities depends
on the type involved. Some stripped securities are backed by
the full faith and credit of the U.S. government. Others receive
an implied backing by the U.S. government as a sponsor or
partner in the agency or entity issuing the stripped security. A
few are secured with a guarantee from the financial institution
or broker or dealer through which the stripped security is held.
Others are supported only by the collateral, revenue stream
or third party guarantee securing the underlying debt
obligation from which zero coupon bonds were stripped.
Stripped securities include: U.S. Treasury STRIPS, Stripped
Government Securities, Stripped Corporate Securities, and
Stripped Eurodollar Obligations.

Stripped government securities are issued by the U.S.
federal, state and local governments and their agencies and
instrumentalities, and by "mixed-ownership government
corporations." Stripped government securities vary widely in
the terms, conditions and relative assurances of payment.
The type of debt obligation from which the stripped
government security was taken will indicate many of the risks
associated with that investment. U.S. Treasury STRIPS is a
type of stripped government securities.

U.S. Treasury STRIPS (Separate Trading of Registered
Interest and Principal of Securities) are considered U.S.
Treasury securities for purposes of the Fund's investment
policies and are backed by the full faith and credit of the U.S.
government. Their risks are similar to those of other U.S.
government securities, although their price may be more
volatile. The U.S. Treasury has facilitated transfers of

ownership of zero coupon securities by accounting separately
for the beneficial ownership of particular interest coupon and
principal payments on Treasury securities through the Federal
Reserve book-entry record-keeping system.

U.S. government securities U.S. government securities
include obligations of, or securities guaranteed by, the U.S.
federal government, its agencies, instrumentalities or
sponsored enterprises. Some U.S. government securities are
supported by the full faith and credit of the U.S. government.
These include U.S. Treasury obligations and securities issued
by the Government National Mortgage Association (GNMA).
A second category of U.S. government securities are those
supported by the right of the agency, instrumentality or
sponsored enterprise to borrow from the U.S. government to
meet its obligations. These include securities issued by
Federal Home Loan Banks.

A third category of U.S. government securities are those
supported by only the credit of the issuing agency,
instrumentality or sponsored enterprise. These include
securities issued by the Federal National Mortgage
Association (FNMA) and Federal Home Loan Mortgage
Corporation (FHLMC). In the event of a default, an investor
like the Fund would only have legal recourse to the issuer, not
the U.S. government. Although the U.S. government has
provided support for these securities in the past, there can be
no assurance that it will do so in the future. The U.S.
government has also made available additional guarantees
for limited periods to stabilize or restore a market in the wake
of an economic, political or natural crisis. Such guarantees,
and the economic opportunities they present, are likely to be
temporary and cannot be relied upon by the Fund. Any
downgrade of the credit rating of the securities issued by the
U.S. government may result in a downgrade of securities
issued by its agencies or instrumentalities, including
government-sponsored entities.

Variable rate securities Variable rate securities are debt
securities that provide for periodic adjustments in the interest
rate paid on the debt security. Floating rate securities,
adjustable rate securities and inverse floating rate securities
(referred to as "inverse floaters") are types of variable rate
securities. An adjustable rate security is a debt security with
an interest rate which is adjusted according to a formula that
specifies the interval at which the rate will be reset and the
interest rate index, benchmark or other mechanism upon
which the reset rate is based. A floating rate debt security has
a rate of interest which is usually established as the sum of a
base lending rate (e.g., the Secured Overnight Financing
Rate (SOFR), the U.S. Prime Rate, the Prime Rate of a
designated U.S. bank or the certificate of deposit rate) plus a
specified margin. The interest rate on prime rate-based loans
and securities floats periodically as the prime rate changes.
The interest rate on SOFR-based and CD-based loans and
securities is reset periodically, typically at regular intervals
ranging between 30 days and one year. Certain floating rate



securities will permit the borrower to select an interest rate
reset period of up to one year.

Some variable rate securities are structured with put features
that permit holders to demand payment of the unpaid principal
balance plus accrued interest from the issuers or certain
financial intermediaries at or about the time the interest rate is
reset. If the Fund purchases a variable rate security with a put
feature and market movements make exercise of the put
unattractive, the Fund will forfeit the entire amount of any
premium paid plus related transaction costs.

Movements in the relevant index or benchmark on which
adjustments are based will affect the interest paid on these
securities and, therefore, the current income earned by the
Fund and the securities' market value. The degree of volatility
in the market value of the variable rate securities held by the
Fund will generally increase along with the length of time
between adjustments, the degree of volatility in the applicable
index, benchmark or base lending rate and whether the index,
benchmark or base lending rate to which it resets or floats
approximates short-term or other prevailing interest rates. It
will also be a function of the maximum increase or decrease
of the interest rate adjustment on any one adjustment date, in
any one year, and over the life of the security. These
maximum increases and decreases are typically referred to
as "caps" and "floors," respectively.

During periods when short-term interest rates move within the
caps and floors of the security held by the Fund, the interest
rate of such security will reset to prevailing rates within a short
period. As a result, the fluctuation in market value of the
variable rate security held by the Fund is generally expected
to be limited.

In periods of substantial short-term volatility in interest rates,
the market value of such debt securities may fluctuate more
substantially if the caps and/or floors prevent the interest
rates from adjusting to the full extent of the movements in the
market rates during any one adjustment period or over the
term of the security. In the event of dramatic increases in
interest rates, any lifetime caps on these securities may
prevent the securities from adjusting to prevailing rates over
the term of the security. In either the case of caps or floors,
the market value of the securities may be reduced.

The income earned by the Fund and distributed to
shareholders will generally increase or decrease along with
movements in the relevant index, benchmark or base lending
rate. Thus the Fund's income will be more unpredictable than
the income earned on similar investments with a fixed rate of
interest.

When-issued and delayed delivery transactions When-
issued and delayed delivery transactions are arrangements
under which the Fund buys securities that have been
authorized but not yet issued, with payment for and delivery of
the security scheduled for a future time. To the extent the

Fund engages in these transactions, it will do so only for the
purpose of acquiring portfolio securities consistent with its
investment goals and policies. Although the Fund will
generally buy securities on a when-issued basis with the
intention of holding the securities, the Fund may sell the
securities before the settlement date if the investment
manager believes it is advisable to do so.

Entering into a when-issued or delayed delivery transaction
may be viewed as a form of leverage and will result in
associated risks for the Fund. To mitigate these risks, when
the Fund enters into this type of transaction, it will segregate
liquid assets (consisting of cash, cash equivalents or other
liquid portfolio securities) equal to the Fund’s obligations
under the transaction, as determined on a daily basis.
However, the Fund does not consider the purchase and/or
sale of securities on a when-issued or delayed delivery basis
to be a borrowing for purposes of the Fund's fundamental
investment restrictions or other limitations on borrowing.

The Fund also relies on the counterparty to complete the
transaction. The counterparty's failure to do so may cause the
Fund to miss a price or yield considered advantageous to the
Fund. Although their price typically reflects accrued interest,
securities purchased on a when-issued or delayed delivery
basis do not generally earn interest until their scheduled
delivery date. Purchases of securities on a when-issued or
delayed delivery basis are also subject to the risk that the
market value or the yield at delivery may be more or less than
the market price or yield available when the transaction was
entered into.

Many when-issued or delayed-delivery transactions also are
subject to the risk that a counterparty may become bankrupt
or otherwise fail to perform its obligations due to financial
difficulties, including making payments or fulfilling other
obligations to the Fund. The Fund may obtain no or only
limited recovery in a bankruptcy or other organizational
proceedings, and any recovery may be significantly delayed.

The following is a description of the general risks associated
with the Fund's investing in debt securities:

Credit Debt securities are subject to the risk of an issuer's
(or other party's) failure or inability to meet its obligations
under the security. Multiple parties may have obligations
under a debt security. An issuer or borrower may fail to pay
principal and interest when due. A guarantor, insurer or credit
support provider may fail to provide the agreed upon
protection. A counterparty to a transaction may fail to perform
its side of the bargain. An intermediary or agent interposed
between the investor and other parties may fail to perform the
terms of its service. Also, performance under a debt security
may be linked to the obligations of other persons who may fail
to meet their obligations. The credit risk associated with a
debt security could increase to the extent that the Fund's
ability to benefit fully from its investment in the security



depends on the performance by multiple parties of their
respective contractual or other obligations. The market value
of a debt security is also affected by the market's perception
of the creditworthiness of the issuer.

The Fund may incur substantial losses on debt securities that
are inaccurately perceived to present a different amount of
credit risk than they actually do by the market, the investment
manager or the rating agencies. Credit risk is generally
greater where less information is publicly available, where
fewer covenants safeguard the investors' interests, where
collateral may be impaired or inadequate, where little legal
redress or regulatory protection is available, or where a
party's ability to meet obligations is speculative. Additionally,
any inaccuracy in the information used by the Fund to
evaluate credit risk may affect the value of securities held by
the Fund.

Obligations under debt securities held by the Fund may never
be satisfied or, if satisfied, only satisfied in part.

Some securities are subject to risks as a result of a credit
downgrade or default by a government, or its agencies or,
instrumentalities. Credit risk is a greater concern for high-yield
debt securities and debt securities of issuers whose ability to
pay interest and principal may be considered speculative.
Debt securities are typically classified as investment grade-
quality (medium to highest credit quality) or below investment
grade-quality (commonly referred to as high-yield or junk
bonds). Many individual debt securities are rated by a third
party source, such as Moody's, S&P, or Fitch to help describe
the creditworthiness of the issuer.

Debt securities ratings The investment manager performs
its own independent investment analysis of securities being
considered for the Fund's portfolio, which includes
consideration of, among other things, the issuer's financial
resources, its sensitivity to economic conditions and trends,
its operating history, the quality of the issuer's management
and regulatory matters. The investment manager also
considers the ratings assigned by various investment services
and independent rating agencies, such as Moody's, S&P, and
Fitch, that publish ratings based upon their assessment of the
relative creditworthiness of the rated debt securities.
Generally, a lower rating indicates higher credit risk. Higher
yields are ordinarily available from debt securities in the lower
rating categories. These ratings are described at the end of
this SAl under “Description of Ratings.”

Using credit ratings to evaluate debt securities can involve
certain risks. For example, ratings assigned by the rating
agencies are based upon an analysis completed at the time of
the rating of the obligor's ability to pay interest and repay
principal. Rating agencies typically rely to a large extent on
historical data which may not accurately represent present or
future circumstances. Ratings do not purport to reflect the risk
of fluctuations in market value of the debt security and are not

absolute standards of quality and only express the rating
agency's current opinion of an obligor's overall financial
capacity to pay its financial obligations. A credit rating is not a
statement of fact or a recommendation to purchase, sell or
hold a debt obligation. Also, credit quality can change
suddenly and unexpectedly, and credit ratings may not reflect
the issuer's current financial condition or events since the
security was last rated. Rating agencies may have a financial
interest in generating business, including from the arranger or
issuer of the security that normally pays for that rating, and
providing a low rating might affect the rating agency's
prospects for future business. While rating agencies have
policies and procedures to address this potential conflict of
interest, there is a risk that these policies will fail to prevent a
conflict of interest from impacting the rating.

Income Income risk is the risk that the Fund's income will
decline during periods of falling interest rates, when the Fund
experiences defaults on debt securities it holds or when the
Fund realizes a loss upon a sale of a debt security. The
Fund's income declines when interest rates fall because, as
the Fund's higher-yielding debt securities mature, are prepaid
or are sold, the Fund may have to re-invest the proceeds in
debt securities that have lower interest rates. The amount and
rate of distributions that the Fund's shareholders receive are
affected by the income that the Fund receives from its
portfolio holdings. If the income is reduced, distributions by
the Fund to shareholders may be less.

Fluctuations in income paid to the Fund are generally greater
for variable rate debt securities. The Fund may be deemed to
receive taxable income on certain securities which pay no
cash payments until maturity, such as zero-coupon securities.
The Fund may be required to sell portfolio securities that it
would otherwise continue to hold in order to obtain sufficient
cash to make the distribution to shareholders required for
U.S. tax purposes.

Inflation The market price of debt securities generally falls
as inflation increases because the purchasing power of the
future income and repaid principal is expected to be worth
less when received by the Fund. Debt securities that pay a
fixed rather than variable interest rate are especially
vulnerable to inflation risk because variable-rate debt
securities may be able to participate, over the long term, in
rising interest rates which have historically corresponded with
long-term inflationary trends.

Interest rate The market value of debt securities generally
varies in response to changes in prevailing interest rates.
Interest rate changes can be sudden and unpredictable. In
addition, short-term and long-term rates are not necessarily
correlated to each other as short-term rates tend to be
influenced by government monetary policy while long-term
rates are market driven and may be influenced by
macroeconomic events (such as economic expansion or
contraction), inflation expectations, as well as supply and



demand. During periods of declining interest rates, the market
value of debt securities generally increases. Conversely,
during periods of rising interest rates, the market value of debt
securities generally declines. This occurs because new debt
securities are likely to be issued with higher interest rates as
interest rates increase, making the old or outstanding debt
securities less attractive. In general, the market prices of long-
term debt securities or securities that make little (or no)
interest payments are more sensitive to interest rate
fluctuations than shorter-term debt securities. The longer the
Fund's average weighted portfolio duration, the greater the
potential impact a change in interest rates will have on its
share price. Also, certain segments of the fixed income
markets, such as high quality bonds, tend to be more
sensitive to interest rate changes than other segments, such
as lower-quality bonds.

Prepayment Debt securities, especially bonds that are
subject to “calls” such as asset-backed or mortgage-backed
securities, are subject to prepayment risk if their terms allow
the payment of principal and other amounts due before their
stated maturity. Amounts invested in a debt security that has
been “called” or “prepaid” will be returned to an investor
holding that security before expected by the investor. In such
circumstances, the investor, such as a fund, may be required
to re-invest the proceeds it receives from the called or prepaid
security in a new security which, in periods of declining
interest rates, will typically have a lower interest rate.
Prepayment risk is especially prevalent in periods of declining
interest rates and will result for other reasons, including
unexpected developments in the markets for the underlying
assets or mortgages. For example, a decline in mortgage
interest rates typically initiates a period of mortgage
refinancings. When homeowners refinance their mortgages,
the investor in the underlying pool of mortgage-backed
securities (such as a fund) receives its principal back sooner
than expected, and must reinvest at lower, prevailing rates.

Securities subject to prepayment risk are often called during a
declining interest rate environment and generally offer less
potential for gains and greater price volatility than other
income-bearing securities of comparable maturity.

Call risk is similar to prepayment risk and results from the
ability of an issuer to call, or prepay, a debt security early. If
interest rates decline enough, the debt security's issuer can
save money by repaying its callable debt securities and
issuing new debt securities at lower interest rates.

The following is a description of other risks associated with
the Fund's investments:

Artificial intelligence Artificial intelligence refers to
computer systems that can perform tasks that would
otherwise require human intelligence and encompasses
various different forms of artificial intelligence, including
machine learning models. Artificial intelligence is typically
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designed to analyze data, learn from patterns and
experiences, make decisions, and solve problems. Artificial
intelligence can be categorized into two types: narrow artificial
intelligence, which is designed for specific tasks, and general
artificial intelligence, which has the ability to perform any
intellectual task that a human can do and includes generative
artificial intelligence (“GAI"). GAl is a type of artificial
intelligence technology that produces new text, images,
audio, and other content based on training data that includes
examples of the desired output.

Typically, users enter questions, queries, or other inputs that
prompt the GAI model or tool to produce output. In addition,
some software uses GAl to suggest changes, summarize
information, or translate text. Artificial intelligence has various
applications in many fields such as healthcare, finance,
transportation, and law.

The use of artificial intelligence in general may adversely
impact markets, the overall performance of the Fund'’s
investments, or the services provided to the Fund by its
service providers. The investment manager, the sub-advisor
or a third party service provider may use and/or expand its
use of artificial intelligence in connection with its business,
operating and investment activities and the Fund's
investments may also use such technologies. Actual usage of
such artificial intelligence will vary, and while the investment
manager or the sub-advisor expects it and the Fund’s third
party service provider may, from time to time, adopt and
adjust usage policies and procedures governing the use of
artificial intelligence by its personnel, there is a risk of misuse
of artificial intelligence technologies.

Artificial intelligence is highly reliant on the collection and
analysis of large amounts of data and complex algorithms, but
it is not possible nor practicable to incorporate all data that
would be relevant for a task conducted by artificial
intelligence. Therefore, it is possible that the information
provided through use of artificial intelligence could be
insufficient, incomplete, inaccurate or biased leading to
adverse effects for the Fund, including, potentially,
operational errors and investment losses.

Artificial intelligence and its current and potential future
applications, including in the investment and financial sectors,
as well as the regulatory frameworks within which they
operate, continue to rapidly evolve, and it is impossible to
predict the full extent of future applications or regulations.
Ongoing and future regulatory actions with respect to artificial
intelligence generally or artificial intelligence's use in any
industry in particular may alter, perhaps to a materially
adverse extent, the ability of the investment manager or the
sub-advisor, third-party service provider, the Fund or its
investments to utilize artificial intelligence in the manner it has
to-date, and may have an adverse impact on the ability of any
of those entities to continue to operate as intended.



Cybersecurity With the increased use of technologies such
as mobile devices and Web-based or “cloud” applications,
and the dependence on the Internet and computer systems to
conduct business, the Fund is susceptible to operational,
information security and related risks. In general,
cybersecurity incidents can result from deliberate attacks or
unintentional events (arising from external or internal sources)
that may cause the Fund to lose proprietary information,
suffer data corruption, physical damage to a computer or
network system or lose operational capacity. Cybersecurity
attacks include, but are not limited to, infection by malicious
software, such as malware or computer viruses or gaining
unauthorized access to digital systems, networks or devices
that are used to service the Fund’s operations (e.g., through
“hacking,” “phishing” or malicious software coding) or other
means for purposes of misappropriating assets or sensitive
information, corrupting data, or causing operational disruption.
Cybersecurity attacks may also be carried out in a manner
that does not require gaining unauthorized access, such as
causing denial-of-service attacks on the Fund’s websites (i.e.,
efforts to make network services unavailable to intended
users). Recently, geopolitical tensions may have increased
the scale and sophistication of deliberate cybersecurity
attacks, particularly those from nation-states or from entities
with nation-state backing. In addition, authorized persons
could inadvertently or intentionally release confidential or
proprietary information stored on the Fund’s systems.

Cybersecurity incidents affecting the Fund’s investment
manager and other service providers to the Fund or its
shareholders (including, but not limited to, sub-advisors,
accountants, custodians, sub-custodians, transfer agents and
financial intermediaries) have the ability to cause disruptions
and impact business operations, potentially resulting in
financial losses to both the Fund and its shareholders,
interference with the Fund’s ability to calculate its net asset
value, impediments to trading, the inability of Fund
shareholders to transact business and the Fund to process
transactions (including fulfillment of purchases and
redemptions), violations of applicable privacy and other laws
(including the release of private shareholder information) and
attendant breach notification and credit monitoring costs,
regulatory fines, penalties, litigation costs, reputational
damage, reimbursement or other compensation costs,
forensic investigation and remediation costs, and/or additional
compliance costs. Similar adverse consequences could result
from cybersecurity incidents affecting issuers of securities in
which the Fund invests, counterparties with which the Fund
engages in transactions, governmental and other regulatory
authorities, exchange and other financial market operators,
banks, brokers, dealers, insurance companies and other
financial institutions (including financial intermediaries and
other service providers) and other parties. In addition,
substantial costs may be incurred in order to safeguard
against and reduce the risk of any cybersecurity incidents in
the future. In addition to administrative, technological and
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procedural safeguards, the Fund’s investment manager has
established business continuity plans in the event of, and risk
management systems to prevent or reduce the impact of,
such cybersecurity incidents. However, there are inherent
limitations in such plans and systems, including the possibility
that certain risks have not been identified, as well as the rapid
development of new threats. Furthermore, the Fund cannot
control the cybersecurity plans and systems put in place by its
service providers or any other third parties whose operations
may affect the Fund and its shareholders. The Fund and its
shareholders could be negatively impacted as a result.

Because technology is frequently changing, new ways to
carry out cyber attacks are always developing. Therefore,
there is a chance that some risks have not been identified or
prepared for, or that an attack may not be detected, which
puts limitations on the Fund's ability to plan for or respond to
a cyber attack. Like other funds and business enterprises, the
Fund, the investment manager and their service providers are
subject to the risk of cyber incidents occurring from time to
time.

Liquidity Liquidity risk exists when particular investments are
or become difficult to purchase or sell at the price at which the
Fund has valued the security, whether because of current
market conditions, the financial condition of the issuer, or the
specific type of investment. If the market for a particular
security becomes illiquid (for example, due to changes in the
issuer's financial condition), the Fund may be unable to sell
such security at an advantageous time or price due to the
difficulty in selling such securities. To the extent that the Fund
and its affiliates hold a significant portion of an issuer's
outstanding securities, the Fund may also be subject to
greater liquidity risk than if the issuer's securities were more
widely held. The Fund may also need to sell some of the
Fund's more liquid securities when it otherwise would not do
so in order to meet redemption requests, even if such sale of
the liquid holdings would be disadvantageous from an
investment standpoint. Reduced liquidity may also have an
adverse impact on a security's market value and the sale of
such securities often results in higher brokerage charges or
dealer discounts and other selling expenses. Reduced
liquidity in the secondary market for certain securities will also
make it more difficult for the Fund to obtain market quotations
based on actual trades for purposes of valuing the Fund's
portfolio and thus pricing may be prone to error when market
quotations are volatile, infrequent and/or subject to large
spreads between bid and ask prices. In addition, prices
received by the Fund for securities may be based on
institutional “round lot” sizes, but the Fund may purchase,
hold or sell smaller, “odd lot” sizes, which may be harder to
sell. Odd lots may trade at lower prices than round lots, which
may affect the Fund'’s ability to accurately value its
investments.

The market for certain equity or debt securities may become
illiquid under adverse market or economic conditions



independent of any specific adverse changes in the
conditions of a particular issuer. Liquidity risk generally
increases (meaning that securities become more illiquid) as
the number, or relative need, of investors seeking to liquidate
in a given market increases; for example, when an asset
class or classes fall out of favor and investors sell their
holdings in such classes, either directly or indirectly through
investment funds, such as mutual funds.

Management The investment manager's judgments about
markets, interest rates or the attractiveness, relative values or
potential appreciation of particular investment strategies or
sectors or securities purchased for the Fund's portfolio may
prove to be incorrect, all of which could cause the Fund to
perform less favorably and may result in a decline in the
Fund's share price.

The investment manager selects investments for the Fund
based on its own analysis and information as well as on
external sources of information, such as information that the
investment manager obtains from other sources including
through conferences and discussions with third parties, and
data that issuers of securities provide to the investment
manager or file with government agencies. The investment
manager may also use information concerning institutional
positions and buying activity in a security. The investment
manager is not in a position to confirm the completeness,
genuineness or accuracy of any of such information that is
provided or filed by an issuer, and in some cases, complete
and accurate information is not readily available. It is also
possible that information on which the investment manager
relies could be wrong or misleading. Additionally, legislative,
regulatory, or tax developments may affect the investment
techniques available to the investment manager in connection
with managing the Fund and may also adversely affect the
ability of the Fund to achieve its investment goal.
Management risk is greater when less qualitative information
is available to the investment manager about an investment.

Although the investment manager has experience managing
mutual funds and risk oversight, blockchain based
recordkeeping systems have not yet been broadly adopted by
the financial services industry. More detailed information
about distributed ledger technology and the blockchain
networks, including the regulatory, operational and
technological risks associated with distributed ledger
technology and the blockchain networks, is included in the
sections below entitled “Use of Blockchain,” “Blockchain
Networks,” “Blockchain Regulation,” and “Operations and
Technology.” On account of these risks, the Fund may never
achieve market acceptance, may not be able to attract sizable
assets or achieve scale and may discontinue the use of the
transfer agent’s blockchain-integrated recordkeeping system.
Under these circumstances, the investment manager and the
Fund'’s board of trustees may take actions including,
potentially, restructuring or liquidating the Fund.
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Market The market value of securities owned by the Fund
may go up or down, sometimes rapidly or unpredictably due
to general market conditions which are not specifically related
to a single corporate borrower or security issuer. These
general market conditions include real or perceived adverse
economic or regulatory conditions, changes in the general
outlook for corporate earnings, changes in interest or
currency exchange rates or adverse investor sentiment
generally. Market values may also decline due to factors
which affect a particular industry or sector, such as labor
shortages or increased production costs and competitive
conditions within an industry, or a particular segment, such as
mortgage or government securities. During a general
downturn in the securities markets, multiple asset classes
may decline in value simultaneously. When markets perform
well, there can be no assurance that the Fund's securities will
participate in or otherwise benefit from the advance.

The following is a description of other risks associated with
distributed ledger technology:

Use of Blockchain The Fund’s transfer agent maintains the
official record of share ownership via a proprietary blockchain-
integrated system that utilizes features of traditional book-
entry form and one or more public blockchain networks. The
use of blockchain technology is relatively new and still
evolving for mutual funds. Similar to traditional fund
recordkeeping systems, all Fund and shareholder records in
the blockchain-integrated system are under the full and
complete control of the Fund’s transfer agent. The Fund’s
investment manager expects that the blockchain-integrated
recordkeeping system will provide operational efficiencies
without negatively impacting the quality of the transfer agent's
services.

A blockchain is an open, distributed ledger that records
transactions between two parties in a verifiable and append-
only manner using cryptography. Transactions on the
blockchain are verified and authenticated by computers on
the network (referred to as “nodes” or “validators”) that
receive, propagate, verify, and execute transactions. The
process of authenticating a transaction before it is recorded
ensures that only valid and authorized transactions are
permanently recorded on the blockchain in collections of
transactions called “blocks.” Blockchain networks are based
upon software source code that establishes and governs their
respective cryptographic systems for verifying transactions.
The Fund’s transfer agent maintains controls to correct errors
or unauthorized transactions on any blockchain utilized by its
proprietary blockchain-integrated system. In the event such a
correction was warranted, the transfer agent would make the
correction by adding an appropriate instruction to another
subsequent block on the applicable blockchain (i.e., the prior
activity on the blockchain would not be deleted, although the
blockchain would be appended with the correct transactional
history).



In order to facilitate the use of blockchain technology, each
investor will use a “blockchain wallet,” which is a software
application that stores a user’s “private key” for related digital
assets and is used to facilitate the transfer of assets on a
particular blockchain. A “private key” is one of two numbers in
a cryptographic “key pair.” A key pair consists of a “public
key” and its corresponding private key, both of which are
lengthy alphanumeric codes, derived together and possessing
a unique relationship. The private key is used by the owner of
a blockchain wallet to send (i.e., digitally sign and
authenticate) instructions to the blockchain to update the
ownership records of the digital assets and is private to the
wallet owner. The public key is, as the name implies, public
and allows other wallets on the applicable blockchain to
transfer digital assets to a wallet’s public key address when
permitted. The blockchain will only record information related
to the public key. Blockchain wallets, such as those that are
being created and maintained by the Fund’s transfer agent for
each investor, are subject to the risk of theft or loss of a wallet
owner’s private key. Generally, when a private key is stolen or
lost, the wallet is compromised and the digital asset holdings
linked to that wallet could be inaccessible to the wallet holder
and/or subject to the risk of misappropriation. Notwithstanding
these risks, as noted above, the Fund’s transfer agent
maintains controls to correct errors or unauthorized
transactions for all investor wallets on any blockchain utilized
by its proprietary blockchain-integrated system.

The Fund's transfer agent will create a blockchain wallet for
each investor on the Stellar blockchain network upon the
creation of an account through the App or Institutional Web
Portal unless an investor contacts the Fund’s transfer agent at
FTDigitalAssets@franklintempleton.com prior to opening an
account to obtain the transfer agent’s authorization to use a
blockchain network other than Stellar.

Investors may choose to have their wallet hosted in either of
the following ways:

o Transfer agent hosted wallet: The key pair is created and
secured by the transfer agent and the investor interacts
by providing authenticated instructions using the App or
the Institutional Web Portal.

o Investor-managed wallet: The key pair is created and
secured by the investor, and the investor can either
interact by: (i) providing authenticated instructions using
the App or Institutional Web Portal; or (i) creating,
signing, and submitting transactions directly to the
relevant blockchain using their own wallet solution.

Investor-managed wallets require approval of the Fund’s
transfer agent and must be compatible with the blockchain
network that the investor seeks to use. As noted above, an
investor-managed wallet allows the investor to interact with a
predefined subset of the transfer agent's smart contract
functionality, directly via the wallet solution of their choosing.
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Each investor will have at least one unique blockchain
address for their wallet and will be able to track the balance of
any Fund shares in their wallet through the App or Institutional
Web Portal, as well as via blockchain explorers. Only wallets
that are created by the Fund’s transfer agent or approved by
the transfer agent (in the case of investor-managed wallets)
are authorized to purchase, redeem, receive, and hold shares
of the Fund. For wallets that are hosted for the investor by the
Fund’s transfer agent, the private key associated with an
investor’s wallet will be held by the Fund’s transfer agent. For
investor-managed wallets, the investor and/or third-party
wallet custodian, if any, is responsible for maintaining the
private key associated with the wallet. As noted above, the
Fund'’s transfer agent maintains controls to correct errors or
unauthorized transactions, regardless of whether the private
key for an investor’s wallet is maintained by the Fund’s
transfer agent or the investor.

The Fund currently uses the Stellar network as the primary
public blockchain and Fund investors, in most cases, will
initially hold their wallets on the Stellar network. However, the
Fund may also use the Polygon, Aptos, Avalanche, Arbitrum,
Ethereum, Solana, and Base networks for certain accounts
upon request and subject to eligibility. Please contact us at
FTDigitalAssets@franklintempleton.com to determine your
eligibility to hold your tokens on a network other than Stellar
and the availability of the other network. Approval to hold your
tokens on a network other than Stellar is subject to the sole
discretion of the Fund and its transfer agent.

The Stellar network’s transactions are verified on the Stellar
blockchain through proof-of-agreement protocol. In proof-of-
agreement, the validators approve transactions in agreement
with other trusted participants to achieve consensus.

In contrast, the process by which Polygon, Aptos, Avalanche,
Ethereum, Solana, and Base transactions are verified (i.e.,
achieve consensus) is called proof-of-stake. In proof-of-stake,
users (referred to as “validators”) stake a minimum amount of
capital in the form of the native digital asset into a smart
contract, or computer program, stored on the network.

Arbitrum and Base use “optimistic roll-ups” to validate
transactions. Optimistic roll-ups combine multiple transactions
into one transaction for validation. Optimistic rollups assume
that the transactions contained within the rollup are valid. It is
possible to contest transactions through a dispute resolution
mechanism if a validator suspects fraudulent behavior.
Optimistic rollups are settled on a proprietary sidechain. A
sidechain is a blockchain that is connected to a main chain; in
this case, Ethereum. Arbitrum and Base collect batches of
transactions, settles them on the sidechain, and then feed the
transaction data back to the Ethereum blockchain ledger.

The recording of Fund shares on the blockchain will not affect
the Fund’s investments. The Fund intends to be a
Government money market fund. Accordingly, the Fund will



invest, consistent with Rule 2a-7 under the 1940 Act, at least
99.5% of its total assets in Government securities, cash and
repurchase agreements collateralized fully by Government
securities or cash. The Fund will not invest in any native
crypto assets of public permissionless blockchains.

Public blockchain networks require the payment of certain
transaction fees to validate a transaction on the applicable
network. These fees are typically paid in the native digital
asset for the operation of the blockchain network. Such
transaction fees are intended to protect the blockchain
networks from frivolous or malicious computational tasks. For
transactions performed through the App or the Institutional
Web Portal, these transaction fees will be the responsibility of
the investment manager or its affiliates; Fund investors will
not be required to purchase any native digital asset to
transact on the applicable network. For transactions signed
with investor-managed wallets, however, these transaction
fees will be the responsibility of the investor, and the investor
must maintain a sufficient amount of the network’s native
digital asset token or gas fee token, as appropriate, in their
wallet in order to validate a transaction on the applicable
network.

Delays in transaction processing can occur on a blockchain
network that is used by the Fund and its transfer agent. Such
delays could occur on account of, among other things, the
inability of nodes to reach consensus on transactions. During
a network delay, it will not be possible to record transactions
in the shares on the blockchain. Should such a delay occur
for an extended period of time, the Fund could choose to
effect transactions on a different network approved for use by
the Fund until such time as the network has resumed normal
operation. The Fund may choose to re-evaluate the suitability
of a particular blockchain network for the Fund's shares in the
event of future or recurring delays.

Fund shares may be transferred from one shareholder wallet
to another shareholder wallet (or potential shareholder wallet)
(“peer-to-peer”) within any approved blockchain network or
between any two approved blockchain networks. For more
information, please see the sections of the prospectus entitled
“Your Account — Peer-to-Peer Transfer of Shares.”

In the future, Fund shares may be available for purchase, sale
or transfer from one shareholder to another shareholder (or
potential shareholder) (“peer-to-peer”) in a secondary trading
market. The Fund has no current agreement to make its
shares available for trading in a secondary market, but may
enter into such an agreement in the future. These features
are not currently, and may never be, available to investors.
These features would be subject to then-existing regulations
and regulatory interpretations.

Blockchain Technology There are risks associated with
the issuance, redemption, transfer, custody and record
keeping of shares maintained and recorded on a blockchain.
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For example, shares that are issued using blockchain
technology would be subject to the following risks (among
others):

o Delays in transaction processing can occur on a
blockchain network that is used by the Fund and its
transfer agent. Such delays could occur on account
of, among other things, the inability of nodes to
reach consensus on transactions. During a network
delay, it will not be possible to record transactions
(including transfers) in the shares on the
blockchain. Should such a delay occur for an
extended period of time, the Fund could choose to
effect transactions with shareholders on a different
network approved for use by the Fund until such
time as the network has resumed normal operation.
The Fund may choose to re-evaluate the suitability
of a particular blockchain network for the Fund'’s
shares in the event of future or recurring delays or
for other reasons.

e Arapidly-evolving regulatory landscape in the
United States and in other countries might
result in security, privacy or other regulatory
concerns that could require changes to the way
transactions in the shares are recorded.

e The possibility that there may be undiscovered
technical flaws in the transfer agent’s blockchain-
integrated system or an underlying technology,
including in the process by which transactions are
recorded to a blockchain or by which the validity of
a copy of such blockchain can be proven or the
manner in which private keys are held and secured.

e The possibility that cryptographic or other security
measures that authenticate transactions for a
blockchain could be compromised, or “hacked,”
which could allow an attacker or unauthorized
person to alter the blockchain and thereby disrupt
the ability to corroborate definitive transactions
recorded on the blockchain.

e The possibility that new technologies or services
inhibit access to a blockchain.

e The possibility that a breach to one blockchain
could cause investors, and the public generally, to
lose trust in blockchain technology and increase
reluctance to issue and invest in assets recorded on
blockchains.

o  Because of the differences between the way the
shares are issued and recorded as compared to
shares in a traditional mutual fund, there is a risk
that issues that might easily be resolved by existing
law if traditional methods were involved may not be
easily resolved for the shares.



The possibility that the native digital asset of a
supported network is deemed to be a security or is
being offered and sold as an investment contract,
and thus a security, could impact the transfer
agent’s ability to acquire the native digital asset for
purposes of paying blockchain transaction fees,
and/or otherwise disrupt the operations of the
network. In such cases, the transfer agent could
choose to effect transactions with shareholders on a
different network approved for use by the Fund until
such time as the network has resumed normal
operation.

The volatility of transaction fees, particularly during
periods of network congestion, could make the cost
of operating the Fund'’s proprietary blockchain-
integrated system less predictable.

Blockchain networks may experience what is known
as a “fork” (i.e., “split”) of the network (and the
blockchain), depending on the architecture and
governance processes of a particular blockchain
network. Because blockchain software is generally
open source, any user can download the software,
modify it and then propose that the network adopt
the modification. When a modification is introduced
and a substantial majority of users consent to the
modification, the change is implemented and the
blockchain network remains uninterrupted. A fork
may occur when (i) less than a substantial majority
of users consent to a proposed modification; (i) the
blockchain consensus mechanism allows for the
modification to nonetheless be implemented by
some users; and (iii) the modification is not
compatible with the software prior to its
modification. A fork would result in the existence of
two or more versions of the blockchain network
running in parallel (with similar blocks up until the
instance of forking, but different blocks thereafter),
but with each version’s native asset lacking
interchangeability, potentially competing with each
other for users and other participants. Where a fork
occurs in one of the blockchain networks used by
the Fund’s transfer agent, the transfer agent would
determine which of the resulting blockchain
networks it would use in respect of the Fund's
shares and which to discontinue.

For investor-managed wallets, the investor and/or
third-party wallet custodian, if any, is responsible for
securing the private key against loss or theft.
Although the transfer agent maintains controls to
correct errors or unauthorized transactions when an
investor loses their own private key, such
intervention may require information collection and
operational tasks to accomplish and may render the
investor’s holdings unavailable while these activities
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take place. The immediacy with which an investor
notifies the transfer agent of the loss or theft of a
private key has a direct bearing on the time required
by the transfer agent to perform corrections.
Investors can mitigate the risk associated with a lost
or stolen private key for their investor-managed
wallet by:

o Using a “multi-sig configuration” where
multiple private keys are required to sign
an instruction from the wallet;

o Using a backup recovery phrase, secured
in a safe place, or other two-factor
authentication method;

o Physically securing storage for investor-
managed wallet devices that are
implemented in hardware;

o Using PINs or other equivalent per-
transaction authentication methods if
supported by the investor-managed wallet
solution; and/or

o Being aware of phishing and social
manipulation techniques commonly used
to extract sensitive information from you
via written or verbal communication.

Blockchain Networks The suitability of the blockchain
networks (and underlying blockchain ledgers) on which the
shares will rely could decline due to a variety of causes,
adversely affecting the functionality of the shares and an
investment in the Fund.

Blockchain networks are based on software protocols that
govern the peer-to-peer interactions between computers
connected to these networks. The suitability of a network for
the functionality of the shares depends upon a variety of
factors, including, but not limited to:

1. The effectiveness of the informal groups of (often
uncompensated) developers contributing to the protocols that
underlie the network;

2. Effectiveness of the validators and the network’s
consensus mechanisms to effectively secure the network
against confirmation of invalid transactions;

3. The continued participation of a number of trusted
validators;

4. The lack of collusion between trusted validators;

5. Disputes among the developers or validators of the
network;

6. Changes in the consensus or validation scheme that
underlies the network;



7. The failure of cybersecurity controls or security breaches of
the network;

8. The inability of validators to reach consensus and the
consequential halting of transaction verification on the
network;

9. The existence of undiscovered technical flaws in the
network;

10. The development of new or existing hardware or software
tools or mechanisms that could negatively impact the
functionality of the systems;

11. The price of the digital assets associated with the
blockchain network;

12. The cost of transaction fees to use the network;

13. Intellectual property rights-based or other claims against
the network’s participants;

14. The continued adoption of the network; and

15. The maturity of the computer software programming
software development kit (“SDK”) used in connection with the
network.

Unfavorable developments or characteristics of any of the
above or other circumstances could adversely affect the
Fund’s operations or the functionality of the shares. In the
event of a failure or prolonged disruption of an approved
blockchain network, the Fund’s transfer agent has the ability
to transfer shareholder records from the impacted blockchain
to another approved blockchain to restore service to
shareholders.

The Fund's transfer agent’s blockchain-integrated system is
distinguishable from distributed ledgers/blockchains that lack
access controls and other restrictions on which
permissionless tokens are issued and transferred.
Permissionless tokens include, for example, the native digital
assets of distributed blockchains that are: (1) issued in a
decentralized manner under no one entity’s control; and (2)
unconstrained in accessibility and movement. Examples of
native digital assets include Bitcoin (BTC) on the Bitcoin
network and Ether (ETH) on the Ethereum network. Unlike
permissionless tokens, Fund shares recorded on the Fund’s
blockchain-integrated system are under the unilateral control
of the Fund'’s transfer agent. The transfer agent is responsible
for maintaining the accuracy of Fund share ownership on any
blockchain network used by the blockchain-integrated system
and has the ability to correct errors and unauthorized
transactions in, and limit the transferability of, Fund shares.

The Fund’s blockchain-integrated recordkeeping system is a
permissioned system created by the transfer agent on a

public blockchain network using smart contract technology to
incorporate a whitelist of permissioned wallets into the
relevant smart contract (or token configuration in the case of
Stellar) alongside various administrative control functions. For
example, if an error or unauthorized purchase or redemption
is discovered/confirmed, the transfer agent maintains full and
complete control to correct the share ownership records on
the blockchain network. While transactions recorded on a
blockchain network can never be deleted, the transfer agent
can effectively correct an unauthorized or erroneous
transaction by adding an appropriate instruction to another
subsequent block on the applicable blockchain (i.e., the prior
activity on the blockchain would not be deleted, although the
blockchain would be appended with the correct transactional
history). A person or entity associated with a blockchain
wallet to which Fund shares may be erroneously or
impermissibly transferred would have no legal claim to such
Fund shares.

The price of the native digital assets associated with a
particular blockchain network as well as the cost of
transaction fees to use that particular blockchain network will
likely vary from one blockchain to another. For transactions
performed through the App or the Institutional Web Portal,
these costs will be the responsibility of the investment
manager or its affiliates; Fund investors will not be required to
purchase any native blockchain currency to transact on a
particular blockchain network. For transactions signed with
investor-managed wallets, however, these transaction fees
will be the responsibility of the investor, and the investor must
maintain a sufficient amount of the network’s native digital
asset token or gas fee token, as appropriate, in their wallet in
order to validate a transaction on the applicable network.

Furthermore, blockchain(s) used by the Fund and its transfer
agent will store the complete transaction history from the
issuance of the Fund's shares, and the data on the
blockchain(s) is available to the public.

As a result, robust and transparent data, other than
shareholder personal identifying information, will be publicly
available via block explorers. Accordingly, the shares’
issuance and redemption data (and not a shareholder’s
personal identifying information) will be exposed to the public.
The personal identifying information necessary to associate a
given share with the record owner of that share will be
maintained by the Fund’s transfer agent in a separate,
traditional database that is not available to the public.
However, if there are data security breaches resulting in theft
of the information necessary to link personal identity with the
shares, the stolen information could be used to determine a
shareholder’s identity and complete investing history in the
Fund. Concerns over these privacy issues may limit adoption
of public-ledger blockchain technology, reducing the potential
market acceptance for the shares and the size of the Fund.



Blockchain Network Suitability Framework The Fund’s transfer agent has implemented a blockchain network suitability
framework for selecting blockchain networks for the Fund that specifies minimum acceptable standards that are designed to
ensure that Fund investors do not experience materially different service levels on different blockchain networks. The following
table shows the key criteria and threshold requirements used by the transfer agent when selecting blockchain networks.

Criterion

Minimum Acceptable Standard and Definition

Redundancy Qualities

o Number of full nodes online

10 minimum: How many node instances the network is spread across. This is a measure of data and
processing redundancy.

o Distinct operating environment
locations

3 minimum: How many different geographic locations the network is spread across. This is a measure of
disaster resilience and redundancy.

Third party code audit

The Fund’s transfer agent requires a qualified and reputable third party to audit and optimize all smart contract
code developed (programmable blockchains only).

Reliability Qualities

o Mean Time Between Failures (MTBF)
o Uptime

Over the past five quarters (15 months) and as applied to consensus failures, not interface failures for which
other highly available instances exist.

© 2400 hours MTBF minimum

© 99.9% uptime minimum

Operational Characteristics

o Testnet Availability

Required. A Testnet is a separate instance of the blockchain used for development and testing purposes that
contains mocked up test data only and is not referenced as the source of truth for any token.

o Node Ops Data

Ability to run at least one validator instance containing full history since advent of transfer agent usage.

o Consensus Method

Non Proof-of-Work

o Multi-Sig Capable

Required. Multi-Sig is the support of multiple private keys being used to sign a valid transaction, allowing
secure separation of those keys to take place.

o Block Time

<10 seconds. This is a measure of how often new transactional information is recorded onto the blockchain.

Account (Public Key) Parallelization

Required. This is the ability for single transaction to be formed that affects many accounts (associated to
public keys in various relationships) at once.

Signature Algo The cryptographic signing algorithms currently supported by Gémeo, Benji's wallet infrastructure:
ECDSA secp256k1
EdDSA ed25519
Fee Token Which native digital asset token is used to pay transaction fees (often called gas fees) to record data on the

blockchain. All fees associated with the use of public blockchain networks will be the responsibility of the
investment manager or its affiliates.

Effective Operating Cost per Transaction*

The U.S. Dollar equivalent cost of a business level transaction performed by the transfer agent (e.g., a
distribution, a subscription, a redemption, a transfer). This could entail multiple underlying operations on the
blockchain in question depending on its design.

For investors with smaller account sizes this cost is ideally as low as possible, whereas investors with larger
accounts are compatible with higher cost networks.

Static costs per Account per year

<=$1
How much it costs to maintain data associated with a public key on the blockchain.

Controls

o Permission Control

Public Key Whitelisting
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Criterion

Minimum Acceptable Standard and Definition

o Clawback/Administrative Balance Required

Control

To see how each how each blockchain network used by the Fund meets the minimum acceptable standard for each criterion under
the transfer agent’s blockchain network suitability framework, please visit:
https://digitalassets.franklintempleton.com/benji/suitability-framework/.

Blockchain Regulation Regulation of digital assets,
blockchain technologies and digital asset platforms is
currently developing and likely to rapidly evolve, varies
significantly among international, federal, state and local
jurisdictions and is subject to significant uncertainty.

Various legislative and executive bodies in the United States
and in other countries are currently considering, or may in the
future consider, laws, regulations, guidance, or other actions,
which may severely impact the Fund, and thus the Fund’s
shareholders. Failure by the Fund or any Fund service
provider to comply with any laws, rules or regulations, some
of which may not exist yet or are subject to interpretation and
may be subject to change, could result in a variety of adverse
consequences to the Fund (and thus to the Fund’s
shareholders), including civil penalties and fines.

New or changing laws and regulations or interpretations of
existing laws and regulations may adversely impact the
Fund'’s ability to issue and redeem shares or otherwise make
distributions on shares, the secondary market liquidity and
market price of shares (should such secondary market
liquidity be available in the future), shareholders’ ability to
access or otherwise utilize an exchange or platform for
trading of the shares (should such a platform or exchange
exist in the future and such activity be permitted by the Fund)
and the structure, rights and transferability of the shares
(should shareholders be permitted to transfer or exchange
shares in the future). Therefore, there can be no assurance
that any new or continuing regulatory scrutiny or initiatives will
not have an adverse impact on the shares or impede the
Fund'’s current or future activities.

In addition, because of the differences between the way the
shares are issued and recorded as compared to shares in a
traditional mutual fund, there is a risk that issues that might
easily be resolved by existing law if traditional methods were
involved may not be easily resolved for the shares. The
occurrence of any related issue or dispute could have a
material adverse effect on the Fund'’s current or future
business or the shares.

Blockchain networks currently face an uncertain regulatory
landscape in not only the United States but also in many
foreign jurisdictions such as the European Union and China.
Various foreign jurisdictions may, in the near future, adopt
laws, regulations or directives that affect a blockchain network
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and its users, developers and service providers that fall within
such jurisdictions’ regulatory scope. Such laws, regulations or
directives may conflict with those of the United States or may
directly and negatively impact the Fund and its service
providers. The effect of any future regulatory change is
impossible to predict, but such change could be substantial
and adverse to the shareholders, the Fund and the Fund’s
service providers.

Operations and Technology The Fund, its service providers
and other market participants increasingly depend on
complex information technology and communications systems
to conduct business functions (including the blockchain-
integrated recordkeeping system). These systems are subject
to a number of different threats or risks that could adversely
affect the Fund, despite the efforts of the Fund and its service
providers to adopt technologies, processes, and practices
intended to mitigate these risks. For example, unauthorized
third parties may attempt to improperly access, modify,
disrupt the operations of, or prevent access to these systems
of the Fund, the Fund’s service providers, counterparties, or
other market participants or data within them (a “cyber-
attack”). In addition, power or communications outages, acts
of god, information technology equipment malfunctions,
operational errors, and inaccuracies within software or data
processing systems may also disrupt business operations or
impact critical data. If such an event occurs, the Fund may
incur substantial costs, including those associated with
forensic analysis of the origin and scope of the event;
increased and upgraded cybersecurity; investment losses
from sabotaged trading systems; identity theft; unauthorized
use of proprietary information; litigation; adverse investor
reaction; the dissemination of confidential and proprietary
information; and reputational damage. Any such event could
expose the Fund to civil liability as well as regulatory inquiry
and/or action. In addition, market events also may trigger a
volume of transactions that overloads current information
technology and communication systems and processes,
impacting the ability to conduct the Fund’s operations.

Policies and Procedures Regarding the Release of Portfolio
Holdings

The Fund's overall policy with respect to the release of
portfolio holdings is to release such information consistent
with applicable legal requirements and the fiduciary duties
owed to shareholders. Subject to the limited exceptions
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described below, the Fund will not make available to anyone
non-public information with respect to its portfolio holdings,
until such time as the information is made available to all
shareholders or the general public.

For purposes of this policy, portfolio holdings information does
not include aggregate, composite or descriptive information
that, in the reasonable judgement of the Fund’s Chief
Compliance Officer, does not present risks of dilution,
arbitrage, market timing, insider trading or other inappropriate
trading to the detriment of the Fund. Information excluded
from the definition of portfolio holdings information generally
includes, without limitation: (1) descriptions of allocations
among asset classes, regions, countries or industries/sectors;
(2) aggregated data such as average or median ratios, market
capitalization, credit quality or duration; (3) performance
attributions by industry, sector or country; or (4) aggregated
risk statistics. Such information, if made available to anyone,
will be made available to any person upon request, but,
because such information is generally not material to
investors, it may or may not be posted on the Fund's website.
In addition, other information may also be deemed to not be
portfolio holdings information if, in the reasonable belief of the
Fund's Chief Compliance Officer (or his/her designee), the
release of such information would not present risks of dilution,
arbitrage, market timing, insider trading or other inappropriate
trading for the Fund.

Information concerning the Fund's portfolio holdings as well
as its dollar-weighted average portfolio maturity as of the last
business day or any subsequent calendar day of the
preceding month will be posted on its website no later than
five business days after the end of the month and remain
posted on the website for six months thereafter. In addition,
the Fund files monthly with the SEC portfolio holdings and
other information about the Fund and its portfolio as of the
last business day of the preceding month (or any subsequent
calendar day of such month) within five business days of the
end of each month. This information is made public upon
filing.

Consistent with current law, the Fund releases complete
portfolio holdings information each fiscal quarter through
regulatory filings with no more than a 60-day lag.

In addition, subject to the limited exceptions noted below, a
complete list of the Fund's portfolio holdings is generally
released no sooner than 15 calendar days after the end of
each calendar month but may be released earlier provided
the release is made available to the general public. Other
portfolio holdings information, such as top 10 holdings,
commentaries and other materials that may reference specific
holdings information of the Fund as of the most recent month
end are generally released five days after the end of each
month but may be released earlier or later as deemed
appropriate by the Fund’s portfolio manager. Released

portfolio holdings information can be viewed through the App
or online at www.franklintempleton.com/FOBXX.

To the extent that this policy would permit the release of
portfolio holdings information regarding a particular portfolio
holding for the Fund that is the subject of ongoing purchase or
sale orders/programs, or if the release of such portfolio
holdings information would otherwise be sensitive or
inappropriate due to liquidity or other market considerations,
the portfolio manager for the Fund may request that the
release of such information be withheld.

Exceptions to the portfolio holdings release policy (to the
extent not otherwise permitted pursuant to an exclusion) will
be made only when: (1) the Fund has a legitimate business
purpose for releasing portfolio holdings information in
advance of release to all shareholders or the general public;
(2) the recipient is subject to a duty of confidentiality pursuant
to a signed non-disclosure agreement; and (3) the release of
such information would not otherwise violate the antifraud
provisions of the federal securities laws or fiduciary duties
owed to Fund shareholders. The determination of whether to
grant an exception, which includes the determination of
whether the Fund has a legitimate business purpose for
releasing portfolio holdings information in advance of release
to all shareholders shall be made by the Fund's Chief
Compliance Officer or his/her designee, following a request
submitted in writing.

The eligible third parties to whom portfolio holdings
information may be released in advance of general release
fall into the following categories: data consolidators (including
rating agencies), fund rating/ranking services and other data
providers; service providers to the Fund and investment
manager; municipal securities brokers using the Investor
Tools product, which brings together buyers and sellers of
municipal securities in the normal operation of the municipal
securities markets; certain entities, in response to any
regulatory requirements, approved by the investment
manager’s Chief Compliance Officer in limited circumstances;
and transition managers hired by Fund shareholders. In
addition, should the Fund process a shareholder’s redemption
request in-kind, the Fund may, under certain circumstances,
provide portfolio holdings information to such shareholder to
the extent necessary to allow the shareholder to prepare for
receipt of such portfolio securities.

The specific entities to whom the Fund may provide portfolio
holdings in advance of their release to the general public are:

* Bloomberg, Capital Access, CDA (Thomson Reuters),
FactSet, Fidelity Advisors, S&P Global Ratings, Vestek,
and Fidelity Trust Company, all of whom may receive
portfolio holdings information 15 days after the quarter
end.

* Service providers to the Fund that receive portfolio
holdings information from time to time in advance of



general release in the course of performing, or to enable
them to perform, services for the Fund, including:
Custodian Bank: JPMorgan Chase Bank; Sub-
Administrator: JPMorgan Chase Bank; Independent
Registered Public Accounting Firm:
PricewaterhouseCoopers LLP; Outside Fund Legal
Counsel: Stradley Ronon Stevens & Young, LLP;
Independent Directors'/Trustees' Counsel: Vedder Price
P.C.; Proxy Voting Services: Glass, Lewis & Co. LLC and
Institutional Shareholder Services, Inc.; Brokerage
Analytical Services: Sanford Bernstein, Brown Brothers
Harriman, Royal Bank of Canada Capital Markets, JP
Morgan Securities Inc.; Financial Printers: Donnelley
Financial Solutions, Inc. or GCOM Solutions, Inc.

Eligible third parties that do not otherwise have a duty of
confidentiality or have not acknowledged such a duty are
required to (a) execute a non-disclosure agreement that
includes the following provisions or (b) otherwise
acknowledge and represent adherence to substantially similar
provisions. Non-disclosure agreements include the following
provisions:

* The recipient agrees to keep confidential until such
information either is released to the public or the release is
otherwise approved by the Chief Compliance Officer.

* The recipient agrees not to trade on the non-public
information received.

* The recipient agrees to refresh its representation as to
confidentiality and abstention from trading upon request
from Franklin Templeton.

In no case does the Fund receive any compensation in
connection with the arrangements to release portfolio
holdings information to any of the above-described recipients
of the information.

A fund other than a U.S. registered Franklin Templeton fund,

such as an offshore fund or an unregistered private fund, with
holdings that are not substantially similar to the holdings of a

U.S. registered Franklin Templeton fund, is not subject to the
restrictions imposed by the policy.

Several investment managers within Franklin Templeton (F-T
Managers) serve as investment managers to offshore funds
that are registered or otherwise authorized for sale with
foreign regulatory authorities. Certain of these offshore funds
may from time to time invest in securities substantially similar
to those of the Fund. The release of portfolio holdings
information for such offshore funds is excluded from the
Fund's portfolio holdings release policy if such information is
given to banks, broker-dealers, insurance companies,
registered investment managers and other financial
institutions (offshore investment managers) with discretionary
authority to select offshore funds on behalf of their clients.
Such information may only be disclosed for portfolio analytics,
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such as risk analysis/asset allocation, and the offshore
investment manager will be required to execute a non-
disclosure agreement, whereby such offshore investment
manager: (1) agrees that it is subject to a duty of
confidentiality; (2) agrees that it will not (a) purchase or sell
any portfolio securities based on any information received; (b)
trade against any U.S. registered Franklin Templeton fund,
including the Fund; (c) knowingly engage in any trading
practices that are adverse to any such fund or its
shareholders; and (d) trade in shares of any such fund; and
(3) agrees to limit the dissemination of such information so
received within its organization other than to the extent
necessary to fuffill its obligations with respect to portfolio
analytics for its discretionary clients.

Certain F-T Managers serve as investment advisers to
privately placed funds that are exempt from registration,
including Canadian institutional pooled funds (“Canadian
funds”). In certain circumstances, such unregistered private
funds and Canadian funds may have portfolio holdings that
are not, in the aggregate, substantially similar to the holdings
of a U.S. registered fund, as determined by the Chief
Compliance Officer or his/her designee. Under such
circumstances the release of portfolio holdings information to
a client or potential client or unitholder of the unregistered
private fund or Canadian fund may be permissible. In
circumstances where an unregistered private fund or
Canadian fund invests in portfolio securities that, in the
aggregate, are substantially similar to the holdings of a U.S.
registered fund, such private funds and Canadian funds are
subject to the restrictions imposed by the policy, except that
the release of holdings information to a current investor
therein is permissible conditioned upon such investor’s
execution of a non-disclosure agreement to mitigate the risk
that portfolio holdings information may be used to trade
inappropriately against a fund. Such non-disclosure
agreement must provide that the investor: (1) agrees that it is
subject to a duty of confidentiality; (2) agrees to not
disseminate such information (except that the investor may be
permitted to disseminate such information to an agent as
necessary to allow the performance of portfolio analytics with
respect to the investor’s investment in such fund); and (3)
agrees not to trade on the non-public information received or
trade in shares of any U.S. registered Franklin or Templeton
fund that is managed in a style substantially similar to that of
such fund, in the case of a Canadian fund.

U.S. registered open-end funds and offshore registered funds
that invest substantially all of their assets in registered open-

end funds and/or Exchange Traded Funds are excepted from
the policy’s restrictions.

Certain F-T Managers provide model portfolios composed of
portfolio holdings information to the sponsors of programs
offering separately managed accounts, unified model
accounts or similar accounts (“Program Sponsors”). If such
model portfolios are substantially similar to those of a U.S.



registered fund, such model portfolios may be provided to
Program Sponsors so long as: (1) the recipient Program
Sponsors has executed a non-disclosure agreement or other
agreement containing or incorporating confidentiality
provisions that restrict the use and dissemination of
confidential portfolio holdings information received by the
Program Sponsor as described in the following sentence, or
other provisions that impose similar restrictions on such use
and dissemination and, (2) the model portfolio has been
deemed sufficiently liquid by the F-T Manager's liquidity
committee or the applicable F-T Managers for the strategies
of the applicable model portfolios, as determined in their
reasonable judgment. Such agreement must provide that the
Program Sponsor agrees that: (1) it is subject to a duty of
confidentiality; (2) it will use confidential model portfolio
information only to the extent necessary to perform its
obligations under the agreement; and (3) it will not disclose
confidential model portfolio information except to personnel or
parties who have a need to know such confidential
information in connection with, or in order to fulfill the
purposes contemplated by, the agreement.

Officers and Trustees

Some F-T Managers serve as sub-advisers to other mutual
funds not within the Franklin Templeton fund complex ("other
funds"), which may be managed in a style substantially similar
to that of a U.S. registered Franklin or Templeton fund. Such
other funds are not subject to the Fund's portfolio holdings
release policy. The sponsors of such funds may disclose the
portfolio holdings of such funds at different times than the
Fund discloses its portfolio holdings.

The Fund's portfolio holdings release policy and all
subsequent amendments have been reviewed and approved
by the Fund's board, and any other material amendments
shall also be reviewed and approved by the board. The
investment manager's compliance staff conducts periodic
reviews of compliance with the policy and provides at least
annually a report to the board regarding the operation of the
policy and any material changes recommended as a result of
such review. The investment manager's compliance staff also
will supply the board yearly with a list of exceptions granted to
the policy, along with an explanation of the legitimate
business purpose of the Fund that is served as a result of the
exception.

Franklin Templeton Trust (Trust) has a board of trustees. Each trustee will serve until that person resigns or retires and/or a

successor is elected and qualified. The board is responsible for the overall management of the Trust, including general supervision
and review of the Fund's investment activities. The board, in turn, appoints the officers of the Trust who are responsible for
administering the Fund's day-to-day operations. The board also monitors the Fund to help ensure that no material conflicts exist
among share classes (to the extent that more than one share class is offered by the Fund. While none are expected, the board will
act appropriately to resolve any material conflict that may arise.

The name, year of birth and address of the officers and board members, as well as their affiliations, positions held with the Trust,
principal occupations during at least the past five years, number of portfolios overseen in the Franklin Templeton fund complex and
other directorships held during at least the past five years are shown below.

Independent Board Members

Number of Portfolios
in Fund Complex
Length of Time  Overseen by
Name, Year of Birth and Address  Position Served Board Member!
Alison J. Baumann* (1966) Trustee Since 2024 62
One Franklin Parkway
San Mateo, CA 94403-1906

Other Directorships Held During at Least the
Past 5 Years

San Mateo Police Activities League (nonprofit)
(2016-present).

Principal Occupation During at Least the Past 5 Years:

Director, Chairperson and member of executive, finance and scholarship committees, San Mateo Police Activities League (2016-present) (nonprofit); and formerly,
Global Head of Product Governance, Franklin Templeton (2020-2022) (financial services/asset management); Executive Vice President, Global Product Strategy,
Franklin Templeton (2010-2020) (financial services/asset management); 401(k) Employee Retirement Plan Committee Member, Franklin Templeton (2017-2019)
(oversight); Senior Vice President, Franklin Templeton Institutional LLC (2009-2022) (financial services); Vice President; Senior Vice President, Franklin/Templeton
Distributors, Inc. (2006-2021) (financial services).
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Number of Portfolios
in Fund Complex

Length of Time  Overseen by Other Directorships Held During at Least the
Name, Year of Birth and Address  Position Served Board Member" Past 5 Years
Rohit Bhagat (1964) Trustee and Trustee since 2019 62 AssetMark Financial Holdings, Inc. (investment
One Franklin Parkway Chair of and Chair of the solutions) (2018-present), PhonePe (payment
San Mateo, CA 94403-1906 the Board Board since and financial services) (2020-present) and

2024 Meesho (eCommerce company) (2023-present);

and formerly, Axis Bank (banking and financial
services) (2013-2021), FlipKart Limited
(eCommerce company) (2019-2020), CapFloat
Financial Services Pvt., Ltd. (non-banking
finance company) (2018), Zentific Investment
Management (hedge fund) (2015-2018), and
FinTech Evolution Acquisition (eCommerce
company) (2021-2023).

Principal Occupation During at Least the Past 5 Years:

Managing Member, Mukt Capital, LLC (private investment firm) (2014-present); and formerly, Chief Executive Officer and Director, FinTech Evolution Acquisition
(eCommerce company) (2021-2023); Chairman, Asia Pacific, BlackRock (investment management) (2009-2012); Global Chief Operating Officer, Barclays Global
Investors (investment management) (2005-2009); and Senior Partner, The Boston Consulting Group (management consulting) (1992-2005).

Deborah D. McWhinney (1955) Trustee Since 2020 62 Borg Warner (automotive) (2018-present); and
One Franklin Parkway formerly, LegalShield (consumer services)
San Mateo, CA 94403-1906 (2020-2025), S&P Global, Inc. (financial

information services) (2022-2024), IHS Markit
(information services) (2015-2022), Fluor
Corporation (construction and engineering)
(2014-2020) and Focus Financial Partners, LLC
(financial services) (2018-2020).

Principal Occupation During at Least the Past 5 Years:

Director of various companies; and formerly, Board Member, Lloyds Banking Group (2015-2018) (financial institution) and Fresenius Medical Group (2016-2018)
(healthcare); Chief Executive Officer (2013-2014) and Chief Operating Officer (2011-2013), CitiGroup Global Enterprise Payments (financial services); and
President, Citi's Personal Banking and Wealth Management (2009-2011).

Anantha K. Pradeep (1963) Trustee Since 2019 62 None
One Franklin Parkway
San Mateo, CA 94403-1906

Principal Occupation During at Least the Past 5 Years:

Chief Executive Officer, Smilable, Inc. (technology company) (2014-present); Chief Executive Officer, MachineVantage (technology company) (2018-present);
Founder and Managing Partner, Consult Meridian, LLC (consulting company) (2009-present); and formerly, Founder, BoardVantage (board portal solutions
provider delivering paperless process for boards and leadership) (2000-2002).

Interested Board Members and Officers

Number of Portfolios

in Fund Complex Other Directorships Held
Length of Time  Overseen by During at Least the Past
Name, Year of Birth and Address  Position Served Board Member! 5 Years
Patrick O’Connor? (1967) Trustee, Presidentand  Trustee since 2024 62 None
One Franklin Parkway Chief Executive Officer — and President and
San Mateo, CA 94403-1906 Investment Management Chief Executive
Officer - Investment
Management
since 2019

Principal Occupation During at Least the Past 5 Years:
President and Chief Investment Officer, Franklin Advisory Services, LLC; Senior Vice President, Franklin Advisers, Inc.; and officer of certain funds in the Franklin
Templeton fund complex.
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Number of Portfolios

in Fund Complex Other Directorships Held
Length of Time  Overseen by During at Least the Past
Name, Year of Birth and Address  Position Served Board Member" 5 Years
Harris Goldblat (1969) Vice President and Since 2023 Not Applicable Not Applicable
100 First Stamford Place Secretary
6" Floor

Stamford, CT 06902

Principal Occupation During at Least the Past 5 Years:
Associate General Counsel, Franklin Templeton; officer of certain funds in the Franklin Templeton fund complex; and formerly, Managing Director and Associate
General Counsel for Legg Mason & Co.

Fred Jensen (1963) Chief Since 2021 Not Applicable Not Applicable
One Madison Avenue Compliance Officer
New York, NY 10010

Principal Occupation During at Least the Past 5 Years:

Director - Global Compliance of Franklin Templeton; Managing Director of Legg Mason & Co.; Director of Compliance, Legg Mason Office of the Chief Compliance
Officer; Chief Compliance Officer, Franklin Advisory Services, LLC; Compliance Officer, Franklin Advisers, Inc.; officer of certain funds in the Franklin Templeton
fund complex; and formerly, Chief Compliance Officer of Legg Mason Global Asset Allocation; Chief Compliance Officer, Legg Mason Private Portfolio; Chief
Compliance Officer to The Reserves Funds (investment adviser, funds and broker-dealer) and Ambac Financial Group (investment adviser, funds and broker-
dealer).

Susan Kerr (1949) Vice President- AML  Since 2021 Not Applicable Not Applicable
One Madison Avenue Compliance
New York, NY 10010

Principal Occupation During at Least the Past 5 Years:
Senior Compliance Analyst, Franklin Templeton; Chief Anti-Money Laundering Compliance Officer, Legg Mason & Co., or its affiliates; Anti Money Laundering
Compliance Officer; Senior Compliance Officer, Franklin Distributors, LLC; and officer of certain funds in the Franklin Templeton fund complex.

Christopher Kings (1974) Chief Executive Since 2024 Not Applicable Not Applicable
One Franklin Parkway Officer - Finance and
San Mateo, CA 94403-1906 Administration

Principal Occupation During at Least the Past 5 Years:
Senior Vice President, Franklin Templeton Services, LLC; and officer of certain funds in the Franklin Templeton fund complex.

David Mann (1973) Vice President Since 2023 Not Applicable Not Applicable
One Franklin Parkway
San Mateo, CA 94403-1906

Principal Occupation During at Least the Past 5 Years:
Head of Global ETF Product and Capital Markets, Franklin Templeton; and officer of certain funds in the Franklin Templeton fund complex.

Todd Mathias (1983) Vice President Since 2023 Not Applicable Not Applicable
One Franklin Parkway
San Mateo, CA 94403-1906

Principal Occupation During at Least the Past 5 Years:
Head of US ETF Product Strategy, Franklin Templeton; and officer of certain funds in the Franklin Templeton fund complex.

Jeffrey W. White (1971) Chief Financial Officer, Since May 2026  Not Applicable Not Applicable
One Franklin Parkway Chief Accounting Officer
San Mateo, CA 94403-1906 and Treasurer

Principal Occupation During at Least the Past 5 Years:
Chief Financial Officer, Chief Accounting Officer & Treasurer and officer of certain funds in the Franklin Templeton fund complex; and formerly, Director and
Assistant Treasurer within Franklin Templeton Global Fund Tax and Fund Administration and Financial Reporting (2017-2023).

Note 1: Officer information is current as of the date of this SAI. It is possible that after this date, information about officers may change.

1. Information is for the calendar year ended December 31, 2025, unless otherwise noted. We base the number of portfolios on each separate series of the U.S.
registered investment companies within the Franklin Templeton fund complex. These portfolios have a common investment manager or affiliated investment
managers.

2. Patrick O’Connor is considered to be an interested person of the Fund under the federal securities laws due to his position as an officer at Franklin Advisory
Services LLC and Franklin Advisers Inc.

" During the calendar year ended December 31, 2024, Ms. Baumann owned shares of common stock in Franklin Resources, the parent company of the investment
manager, sub-adviser, as applicable, and the distributor, in excess of $120,000. Prior to becoming a Trustee, she completely disposed of that common stock
interest.

The Trust's independent board members constitute the sole the Franklin Templeton complex. Effective January 1, 2026,
independent board members of five investment companies in each independent board member is paid a $250,000 annual
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retainer fee, together with a $17,500 per meeting fee for
attendance at each regularly scheduled board meeting, a
portion of which fees are allocated to the Trust. To the extent
held, compensation may also be paid for attendance at
specially held board meetings. Rohit Bhagat, who serves as
Chair of the Board of the Trust and such other investment
companies, is paid an annual supplemental retainer of
$110,000 for serving as the Chair of each such board, a
portion of which is allocated to the Trust. Board members who
serve on the Audit Committee of the Trust and such other
funds are paid a $5,000 fee per Committee meeting in which
they participate, a portion of which is allocated to the Trust.
Deborah D. McWhinney, who serves as chair of the Audit
Committee of the Trust and such other funds, receives a fee
of $26,000 per year, a portion of which is allocated to the
Trust. Board members who serve on the Nominating and
Governance Committee of the Trust and such other funds are
paid a $5,000 fee per Committee meeting in which they
participate, a portion of which is allocated to the Trust.
Anantha K. Pradeep, who serves as chair of the Nominating
and Governance Committee of the Trust and such other
funds, receives a fee of $25,000 per year, a portion of which
is allocated to the Trust. Prior to January 1, 2026, each
independent board member was paid a $130,000 annual
retainer fee, together with a $15,000 per meeting fee for
attendance at each regularly scheduled board meeting, a
portion of which fees were allocated to the Trust. To the
extent held, compensation may also have been paid for
attendance at specially held board meetings. The Chair of the
Board of the Trust and five other investment companies in the
Franklin Templeton fund complex was paid an annual
supplemental retainer of $35,000 for serving as Chair of each
such board, a portion of which was allocated to the Trust.
Board members who serve on the Audit Committee of the
Trust and such other funds were paid a $5,000 fee per
Committee meeting in which they participated, a portion of
which was allocated to the Trust. The Chair of the Audit
Committee of the Trust and such other funds received a fee of
$20,000 per year, a portion of which was allocated to the

Independent Board Members

Trust. Board members serving on the Nominating and
Governance Committee of the Trust and such other funds
were paid a $5,000 fee per Committee meeting in which they
participated, a portion of which was allocated to the Trust.
The Chair of the Nominating and Governance Committee of
the Trust and such other funds received a fee of $15,000 per
year, a portion of which was allocated to the Trust.

The following table provides information regarding
compensation paid to the independent board members.

Total Fees
Received
from
Total Fees the Franklin
Received Templeton
from the Fund
Fund Complex
Name ($) ($)
Alison J. Baumann 6,217 212,000
Rohit Bhagat 7,574 247,000
Deborah D. McWhinney 6,764 232,000
Anantha K. Pradeep 6,661 272,000

' For the fiscal year ended March 31, 2026.
2 For the calendar year ended December 31, 2025.

Independent board members are reimbursed for expenses
incurred in connection with attending board meetings and
such expenses are paid pro rata by each fund in the Franklin
Templeton fund complex for which they serve as director or
trustee. No officer or board member received any other
compensation, including pension or retirement benefits,
directly or indirectly from the Trust or other funds in the
Franklin Templeton fund complex. Certain officers or board
members who are shareholders of Franklin Resources, Inc.
(Resources) may be deemed to receive indirect remuneration
by virtue of their participation, if any, in the fees paid to its
subsidiaries.

The following tables provide the dollar range of equity
securities beneficially owned by the board members of the
Trust on December 31, 2025.

Aggregate Dollar Range of Equity Securities in All
Funds Overseen by the Board Member in the

Name of Board Member Dollar Range of Equity Securities in the Fund Franklin Templeton Fund Complex

Alison J. Baumann None None
Rohit Bhagat None None
Deborah D. McWhinney None None
Anantha K. Pradeep None None

Interested Board Members

Aggregate Dollar Range of Equity Securities in All
Funds Overseen by the Board Member in the
Franklin Templeton Fund Complex

Name of Board Member Dollar Range of Equity Securities in the Fund

Patrick O'Connor $1-$1,000 Over $100,000
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Board committees The board maintains two standing
committees: the Audit Committee and the Nominating and
Governance Committee. The Audit Committee is generally
responsible for recommending the selection of the Fund’s
independent registered public accounting firm (auditors),
including evaluating their independence and meeting with
such auditors to consider and review matters relating to the
Fund’s financial reports and internal controls. The Audit
Committee is comprised of the following independent trustees
of the Trust: Alison J. Baumann, Rohit Bhagat, Deborah D.
McWhinney (Chair) and Anantha Pradeep. The Nominating
and Governance Committee is comprised of the following
independent trustees of the Trust; Alison J. Baumann, Rohit
Bhagat, Deborah D. McWhinney and Anantha Pradeep
(Chair).

The Nominating and Governance Committee is responsible
for selecting candidates to serve as board members and
recommending such candidates (a) for selection and
nomination as independent board members by the incumbent
independent board members and the full board; and (b) for
selection and nomination as interested board members by the
full board. The Nominating and Governance Committee also
oversees Board governance and related Trustee practices,
including, among other things, reviewing and making
recommendations concerning Board structure and operations
and overseeing the annual Board self-assessment.

When the board has or expects to have a vacancy, the
Nominating and Governance Committee receives and reviews
information on individuals qualified to be recommended to the
full board as nominees for election as board members,
including any recommendations by “Qualifying Fund
Shareholders” (as defined below). To date, the Nominating
and Governance Committee has been able to identify, and
expects to continue to be able to identify, from its own
resources an ample number of qualified candidates. The
Nominating and Governance Committee, however, will review
recommendations from Qualifying Fund Shareholders to fill
vacancies on the board if these recommendations are
submitted in writing and addressed to the Nominating and
Governance Committee at the Trust's offices at One Franklin
Parkway, San Mateo, CA 94403-1906 and are presented with
appropriate background material concerning the candidate
that demonstrates his or her ability to serve as a board
member, including as an independent board member, of the
Trust. A Qualifying Fund Shareholder is a shareholder who (i)
has continuously owned of record, or beneficially through a
financial intermediary, shares of the Fund having a net asset
value of not less than two hundred and fifty thousand dollars
($250,000) during the 24-month period prior to submitting the
recommendation; and (ii) provides a written notice to the
Nominating and Governance Committee containing the
following information: (a) the name and address of the
Qualifying Fund Shareholder making the recommendation; (b)
the number of shares of the Fund which are owned of record
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and beneficially by such Qualifying Fund Shareholder and the
length of time that such shares have been so owned by the
Qualifying Fund Shareholder; (c) a description of all
arrangements and understandings between such Qualifying
Fund Shareholder and any other person or persons (naming
such person or persons) pursuant to which the
recommendation is being made; (d) the name, age, date of
birth, business address and residence address of the person
or persons being recommended; (e) such other information
regarding each person recommended by such Qualifying
Fund Shareholder as would be required to be included in a
proxy statement filed pursuant to the proxy rules of the SEC
had the nominee been nominated by the board; (f) whether
the shareholder making the recommendation believes the
person recommended would or would not be an “interested
person” of the Trust, as defined in the 1940 Act; and (g) the
written consent of each person recommended to serve as a
board member of the Trust if so nominated and
elected/appointed.

The Nominating and Governance Committee may amend
these procedures from time to time, including the procedures
relating to the evaluation of nominees and the process for
submitting recommendations to the Nominating and
Governance Committee.

During the fiscal year ended March 31, 2026, the Audit
Committee met twice; the Nominating and Governance
Committee met twice.

Board role in risk oversight The board, as a whole,
considers risk management issues as part of its general
oversight responsibilities throughout the year at regular board
meetings, through regular reports that have been developed
by management, in consultation with the board and its
counsel. These reports address certain investment, valuation,
liquidity and compliance matters. The board also may receive
special written reports or presentations on a variety of risk
issues, either upon the board’s request or upon the
investment manager's initiative. In addition, the Audit
Committee of the board meets regularly with the investment
manager's internal audit group to review reports on their
examinations of functions and processes within Franklin
Templeton that affect the Fund.

With respect to investment risk, the board receives regular
written reports describing and analyzing the investment
performance of the Fund. In addition, the portfolio managers
of the Fund meet regularly with the board to discuss portfolio
performance, including investment risk. To the extent that the
Fund changes a particular investment strategy that could
have a material impact on the Fund’s risk profile, the board
generally is consulted with respect to such change. To the
extent that the Fund invests in certain complex securities,
including derivatives, the board receives periodic reports
containing information about exposure of the Fund to such
instruments. In addition, the investment manager's investment



risk personnel meet regularly with the board to discuss a
variety of issues, including the impact on the Fund of the
investment in particular securities or instruments, such as
derivatives and commodities.

With respect to valuation, the Fund’s investment manager
provides periodic reports to the board that enable the board to
oversee the Fund's investment manager, as the Fund's
Valuation Designee, in monitoring and assessing material
risks associated with fair valuation determinations, including
material conflicts of interest. In addition, the board reviews the
investment manager's performance of an annual valuation
risk assessment under which the investment manager seeks
to identify and enumerate material valuation risks that are or
may be impactful to the Fund including, but not limited to (1)
the types of investments held (or intended to be held) by the
Fund, giving consideration to those investments’
characteristics; (2) potential market or sector shocks or
dislocations which may affect the ongoing valuation
operations; and (3) the extent to which each fair value
methodology uses unobservable inputs. The investment
manager reports any material changes to the risk
assessment, along with appropriate actions designed to
manage such risks, to the board.

With respect to compliance risks, the board receives regular
compliance reports prepared by the investment manager’s
compliance group and meets regularly with the Fund’s Chief
Compliance Officer (CCO) to discuss compliance issues,
including compliance risks. In accordance with SEC rules, the
independent board members meet regularly in executive
session with the CCO, and the Fund's CCO prepares and
presents an annual written compliance report to the board.
The Fund’s board adopts compliance policies and procedures
for the Fund and approves such procedures for the Fund'’s
service providers. The compliance policies and procedures
are specifically designed to detect and prevent violations of
the federal securities laws.

The investment manager periodically provides an enterprise
risk management presentation to the board to describe the
way in which risk is managed on a complex-wide level. Such
presentation covers such areas as investment risk,
reputational risk, personnel risk, and business continuity risk.

Board structure A super-majority of board members consist
of independent board members who are not deemed to be
“interested persons” as provided under the 1940 Act. The
Chair of the Board is an independent board member who, in
addition to presiding at board meetings also, together with
independent counsel, reviews proposed agendas for board
meetings and generally acts as a liaison with management
with respect to questions and issues raised by the
independent board members. The Chair also presides at
separate meetings of independent board members held in
advance of each scheduled board meeting where various
matters, including those being considered at such board
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meeting are discussed. It is believed such structure and
activities assure that proper consideration is given at board
meetings to matters deemed important to each Fund and its
shareholders.

Trustee qualifications Information on the Trust’s officers
and board members appears above including information on
the business activities of board members during at least the
past five years. In addition to personal qualities, such as
integrity, the role of an effective Trust board member
inherently requires the ability to comprehend, discuss and
critically analyze materials and issues presented in exercising
judgments and reaching informed conclusions relevant to his
or her duties and fiduciary obligations. The board believes
that the specific background of each board member
evidences such ability and is appropriate to his or her serving
on the board. As indicated, Rohit Bhagat has extensive
experience in the asset management and financial services
industries, Deborah D. McWhinney has extensive
management, risk and cyber security experience, Anantha K.
Pradeep has served as Chief Executive Officer of consulting
and technology companies, Alison J. Baumann has prior
experience in the asset management industry, including
previously serving as Global Head of Product Governance at
Franklin Templeton and Patrick O’Connor has investment
management and risk oversight experience as a high ranking
executive officer within Franklin Templeton.

Proxy Voting Policies and Procedures

The investment manager delegates to the sub-advisor the
responsibility to vote proxies related to the portfolio securities
held by the Fund. The sub-advisor votes proxies in
accordance with the Proxy Voting Policies and Procedures
(Policies) adopted by the sub-advisor. The Policies are
included in Appendix A. Shareholders may also view the
complete Policies online at www.franklintempleton.com.
Copies of the Fund’s proxy voting records are available online
at www.franklintempleton.com (search proxy voting records)
and posted on the SEC website at www.sec.gov. The proxy
voting records are updated each year by August 31 to reflect
the most recent 12-month period ended June 30.

Management and Other Services

Investment manager and services provided The Fund's
investment manager is Franklin Advisers, Inc. The investment
manager is a wholly owned subsidiary of Resources, a
publicly owned company engaged in the financial services
industry through its subsidiaries. Charles B. Johnson (former
Chairman and Director of Resources) and Rupert H. Johnson,
Jr. are the principal shareholders of Resources.

The investment manager provides investment research and
portfolio management services, and selects the securities for
the Fund to buy, hold or sell. The investment manager also



selects the brokers who execute the Fund's portfolio
transactions. The investment manager provides periodic
reports to the board, which reviews and supervises the
investment manager's investment activities. To protect the
Fund, the investment manager and its officers, directors and
employees are covered by fidelity insurance.

The investment manager makes decisions for the Fund in
accordance with its obligations as investment adviser to the
Fund. From time to time, certain affiliates may request that
the investment manager focus the Fund’s investments on
certain securities, strategies or markets or shift the Fund’s
strategy slightly to enhance its attractiveness to specific
investors, which may create a conflict of interest. The
investment manager may, but is not required to, focus or shift
the Fund’s investments in the manner requested provided that
the investment manager believes that such investments are
consistent with the Fund'’s stated investment goals and
strategies and are in the best interests of the Fund and its
shareholders. In addition, the investment manager and its
affiliates manage numerous other investment companies and
accounts. The investment manager may give advice and take
action with respect to any of the other funds it manages, or for
its own account, that may differ from action taken by the
investment manager on behalf of the Fund. Similarly, with
respect to the Fund, the investment manager is not obligated
to recommend, buy or sell, or to refrain from recommending,
buying or selling any security that the investment manager
and access persons, as defined by applicable federal
securities laws, may buy or sell for its or their own account or
for the accounts of any other fund. The investment manager
is not obligated to refrain from investing in securities held by
the Fund or other funds it manages.

The Fund, its investment manager and principal underwriter
have each adopted a code of ethics, as required by federal
securities laws. Under the code of ethics, employees who are
designated as access persons may engage in personal
securities transactions, including transactions involving
securities that are being considered for the Fund or that are
currently held by the Fund, subject to certain general
restrictions and procedures. The personal securities
transactions of access persons of the Fund, its investment
manager and principal underwriter will be governed by the
code of ethics. The code of ethics is on file with, and available
from, the SEC.

Management fees The Fund pays the investment manager a
fee equal to an annual rate of 0.15% of the value of the
Fund's average daily net assets.

The fee is calculated at the close of business each day
according to the terms of the management agreement.

For the last three fiscal years ended March 31, the Fund paid
the following management fees:
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Management Fee

Management Paid (After
Fees Waived / Waivers /
Management Expenses Expenses
Fiscal Year Fees Earned ($) Reimbursed ($) Reimbursed) ($)
2026 1,164,339 177,705 986,634
2025 690,244 69,122 621,122
2024 295,511 56,245 239,266

Sub-Advisor The Fund's sub-advisor is Western Asset
Management Company, LLC (Western Asset). The sub-
advisor has a sub-advisory agreement with Advisers and
regularly provides with respect to the portion of the Fund’s
assets allocated to it by the investment manager, investment
research, advice, management and supervision; furnishes a
continuous investment program for the allocated assets
consistent with the Fund'’s investment goals, policies and
restrictions; and places orders pursuant to its investment
determinations. The sub-advisor may delegate to companies
that the sub-advisor controls, is controlled by, or is under
common control with, certain of the sub-advisor’s duties under
the sub-advisory agreement, subject to the sub-advisor's
supervision, provided the sub-advisor will not be relieved of its
duties or obligations under the sub-advisory agreement as a
result of any delegation. The sub-advisor's activities are
subject to the board's review and direction, as well as
Advisers' instruction and supervision.

Advisers pays Western Asset for its services to the Fund.

Administrator and services provided Franklin Templeton
Services, LLC (FT Services) has an agreement with the
investment manager to provide certain administrative services
and facilities for the Fund. FT Services is an indirect, wholly
owned subsidiary of Resources and is an affiliate of the
Fund's investment manager and principal underwriter.

The administrative services FT Services provides include
preparing and maintaining books, records, and tax and
financial reports, and monitoring compliance with regulatory
requirements.

Administration fees The investment manager pays FT
Services a monthly fee equal to 105% of the internal costs
incurred by FT Services for providing administrative services
to the Fund. The investment manager also reimburses FT
Services for fees paid by FT Services to any third-party
service provider for sub-administration and other services
contemplated by the agreement between the investment
manager and FT Services. The fee is paid by the investment
manager and is not an additional expense of the Fund.

For the last three fiscal years ended March 31, FT Services
was paid the following administration fees:



Administration

Administration Fees

Fees Paid (After

Administration Waived / Waivers /

Fees Expenses Expenses

Fiscal Year Earned (§)  Reimbursed ($) Reimbursed) ($)

2026 58,022 - 58,022
2025 57,779 - 57,779
2024 52,337 - 52,337

Shareholder servicing and transfer agent Franklin
Templeton Investor Services, LLC (Investor Services) is the
Fund's shareholder servicing agent and acts as the Fund's
transfer agent and dividend-paying agent. Investor Services is
located at 100 Fountain Parkway, St. Petersburg, FL 33716.
Please send all correspondence to Investor Services at 3355
Data Drive Rancho Cordova, CA 95670-7312.

Investor Services receives a fee for servicing Fund
shareholder accounts. The Fund also will reimburse Investor
Services for certain out-of-pocket expenses necessarily
incurred in servicing the shareholder accounts in accordance
with the terms of its servicing contract with the Fund.

Sub-administrator JPMorgan Chase Bank, N.A. (JPMorgan)
has an agreement with FT Services to provide certain sub-
administrative services for the Fund. The administrative
services provided by JPMorgan include, but are not limited to,
certain fund accounting, financial reporting, tax, corporate
governance and compliance and legal administration
services.

Custodian JPMorgan Chase Bank, at its principal office at
270 Park Avenue, New York, NY 10017-2070, and at the
offices of its branches and agencies throughout the world,
acts as custodian of the Fund's assets.

Independent Registered Public Accounting Firm
PricewaterhouseCoopers LLP, 405 Howard Street, Suite 600,
San Francisco, CA 94105, is the Fund's independent
registered public accounting firm. The independent registered
public accounting firm audits the financial statements included
in the Fund's Form N-CSR filed with the SEC.

Payments to Financial Intermediaries Distributors, the
investment manager and/or certain of their affiliates may
make payments to certain financial intermediaries in
connection with their efforts to educate financial advisors and
provide services which may facilitate, directly or indirectly,
investment in Franklin Templeton mutual funds. In exchange
for such marketing support payments, Distributors, the
investment manager and affiliates may receive the
opportunity for the Fund to be sold through the financial
intermediaries’ sales forces or to have access to third-party
platforms, portals or other marketing programs, including but
not limited to mutual fund “supermarket” platforms or other
sales programs. A financial intermediary’s marketing support
services may include business planning assistance,
advertising, educating financial intermediary personnel about
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Franklin Templeton mutual funds and shareholder financial
planning needs, placement on the financial intermediary’s list
of offered funds, and access to sales meetings, sales
representatives and management representatives of the
financial intermediary. In addition, the financial intermediary
may provide access to technology, portals and other tools and
support services that facilitate the marketing and promotion of
the Fund and transactions with the Fund.

Marketing support payments are usually calculated based on
a percentage of Fund sales and/or Fund assets attributable to
a particular financial intermediary, or may consist of other
payment methodologies, such as a fee per each transaction.
Financial intermediaries may be compensated differently
depending upon, among other factors, sales and assets
levels, redemption rates and the level and/or type of
marketing and educational activities provided by the financial
intermediary. Such compensation may include financial
assistance to financial intermediaries that enable Distributors
and affiliates to participate in and/or present at conferences or
seminars, sales or training programs for invited registered
representatives and other employees, client and investor
events and other financial intermediary sponsored events.
These payments may vary depending upon the nature of the
event. Distributors will, on an annual basis, determine
whether to continue such payments. Distributors and affiliates
may also make marketing support payments to financial
intermediaries in connection with their activities that are
intended to assist in the sale of shares of Franklin Templeton
mutual funds, directly or indirectly, to certain Employer
Sponsored Retirement Plans that have retained such financial
intermediaries as plan service providers. Payments may be
made on account of activities that may include, but are not
limited to, one or more of the following: business planning
assistance for financial intermediary personnel, educating
financial intermediary personnel about Franklin Templeton
mutual funds, access to sales meetings, sales
representatives, wholesalers, and management
representatives of the financial intermediary, and detailed
sales reporting. A financial intermediary may perform the
services itself or may arrange with a third party to perform the
services.

In the case of any one financial intermediary, marketing
support payments generally will not exceed 0.10% of the total
assets of the Fund attributable to that financial intermediary,
on an annual basis. In other limited circumstances,
Distributors, the investment manager or an affiliate will have
alternative arrangements with an intermediary that provide for
payments in excess of the 0.10% limitation, which may
include arrangements based on assets or sales of the Fund,
combined assets or sales of related funds, or other criteria.

Marketing support payments made to organizations located
outside the U.S., with respect to investments in the Fund by
non-U.S. persons, may exceed the above-stated limitation.



In addition to marketing support payments, to the extent
permitted by SEC and FINRA rules and other applicable laws
and regulations, Distributors and affiliates may from time to
time at their expense make or allow other promotional
incentives or additional payments to financial intermediaries
that sell or arrange for the sale of shares of the Fund. These
payments may include additional compensation to financial
intermediaries, including financial intermediaries not listed
above, related to transaction support, various financial
intermediary-sponsored events intended to educate financial
advisers and their clients about Franklin Templeton mutual
funds, and data analytics and support.

Transaction support payments. The types of payments that
Distributors and affiliates may make under this category
include, among others, payment of ticket charges of up to $20
per purchase or exchange order placed by a financial
intermediary. Other payments may include ancillary services
such as set-up, ongoing support, and assistance with a
financial intermediary’s mutual fund trading system.

Conference support payments. Compensation may include
financial assistance to financial intermediaries that enable
Distributors and affiliates to participate in and/or present at
conferences or seminars, sales or training programs for
invited registered representatives and other employees, client
and investor events, co-operative advertising, newsletters,
and other financial intermediary-sponsored events. These
payments may vary depending upon the nature of the event,
and can include travel expenses, such as lodging incurred by
registered representatives and other employees in connection
with training and educational meetings, client prospecting and
due diligence trips.

Distributors routinely sponsors due diligence meetings for
registered representatives during which they receive updates
on various Franklin Templeton mutual funds and are afforded
the opportunity to speak with portfolio managers. Invitation to
these meetings is not conditioned on selling a specific number
of shares. Those who have shown an interest in Franklin
Templeton mutual funds, however, are more likely to be
considered. To the extent permitted by their firm’s policies
and procedures, registered representatives’ expenses in
attending these meetings may be covered by Distributors.

Data support payments. Compensation may include data
support payments to certain holders or financial
intermediaries of record for accounts in one or more of the
Franklin Templeton mutual funds. A financial intermediary’s
data support services may include the provision of analytical
data on such accounts.

Other payments. Other compensation may be offered to the
extent not prohibited by federal or state laws or any self-
regulatory agency, such as FINRA. Distributors, the
investment manager and affiliates may make payments they
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deem appropriate, subject to their guidelines and applicable
law.

You should ask your financial intermediary for information
about any payments it receives from Distributors, the
investment manager and affiliates and any services provided.

Portfolio Transactions

Since most purchases by the Fund are principal transactions
at net prices, the Fund incurs little or no brokerage costs. The
Fund deals directly with the selling or buying principal or
market maker without incurring charges for the services of a
broker on its behalf, unless it is determined that a better price
or execution may be obtained by using the services of a
broker. Purchases of portfolio securities from underwriters will
include a commission or concession paid to the underwriter,
and purchases from dealers will include a spread between the
bid and ask price. The Fund seeks to obtain prompt execution
of orders at the most favorable net price. Transactions may
be directed to dealers in return for research and statistical
information, as well as for special services provided by the
dealers in the execution of orders.

It is not possible to place an accurate dollar value on the
special execution or on the research services the investment
manager receives from dealers effecting transactions in
portfolio securities. The allocation of transactions to obtain
additional research services allows the investment manager
to supplement its own research and analysis activities and to
receive the views and information of individuals and research
staffs from many securities firms. The receipt of these
products and services does not reduce the investment
manager's research activities in providing investment advice
to the Fund.

As long as it is lawful and appropriate to do so, the investment
manager and its affiliates may use this research and data in
their investment advisory capacities with other clients.

If purchases or sales of securities of the Fund and one or
more other investment companies or clients supervised by the
investment manager are considered at or about the same
time, transactions in these securities will be allocated among
the several investment companies and clients in a manner
deemed equitable to all by the investment manager, taking
into account the respective sizes of the accounts and the
amount of securities to be purchased or sold. In some cases,
this procedure could have a detrimental effect on the price or
volume of the security so far as the Fund is concerned. In
other cases, it is possible that the ability to participate in
volume transactions may improve execution and reduce
transaction costs to the Fund.



Distributions and Taxes

The following discussion is a summary of certain additional
tax considerations generally affecting the Fund and its
shareholders, some of which may not be described in the
Fund’s prospectus. No attempt is made to present a complete
detailed explanation of the tax treatment of the Fund or its
shareholders. The discussions here and in the prospectus are
not intended as a substitute for careful tax planning.

The following discussion is based on the Internal Revenue
Code of 1986, as amended (the “Code”), and applicable
regulations in effect on the date of this SAI, including any
amendments to the Code resulting from 2025 legislation
commonly known as the One Big Beautiful Bill Act. Future
legislative, regulatory or administrative changes, including any
provisions of law that sunset and thereafter no longer apply,
or court decisions may significantly change the tax rules
applicable to the Fund and its shareholders. Any of these
changes or court decisions may have a retroactive effect.
Where indicated below, IRS refers to the United States
Internal Revenue Service.

This is for general information only and not tax advice.
All investors should consult their own tax advisors as to
the federal, state, local and foreign tax provisions
applicable to them.

Distributions The Fund intends to declare income dividends
from its net investment income each day when it makes its
final net asset value calculation and reinvests them daily.
Capital gains, if any, may be paid at least annually. The Fund
may distribute income dividends and capital gains more
frequently, if necessary or appropriate in the board’s
discretion. The amount of any distribution will vary, and there
is no guarantee the Fund will pay either income dividends or
capital gain distributions. Your income dividends and capital
gain distributions will be automatically reinvested in additional
shares at net asset value on the payable date, which has the
effect of compounding of dividends.

Distributions of net investment income. The Fund earns
taxable income from many sources, including interest on
domestic money market obligations, U.S. government
securities, repurchase agreements, and ordinary income from
the sale of market discount bonds. This income, less
expenses incurred in the operation of the Fund, constitutes
the Fund’s net investment income from which dividends may
be paid to you. The Fund does not pay “interest” to you. Any
income dividends the Fund pays from this income will be
taxable to you as ordinary income.

Distributions of capital gains. The Fund may realize short-
term capital gains and losses in connection with sales of its
portfolio securities. Distributions of the Fund’s net short-term
capital gains (if any) will be taxable to you as ordinary income.
Net short-term capital gains will normally be included in
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ordinary income distributions only once a year, but may be
included in these distributions more frequently to assist the
Fund in maintaining a stable $1 offering price. Because the
Fund is a money fund, it does not anticipate realizing any
long-term capital gains on its investments.

Returns of capital. If the Fund's distributions exceed its
earnings and profits (i.e., generally, its taxable income and
realized capital gains) for a taxable year, all or a portion of the
distributions made in that taxable year may be characterized
as a return of capital to you. A return of capital distribution will
generally not be taxable, but will reduce the cost basis in your
Fund shares and will result in a higher capital gain orin a
lower capital loss when you sell your shares. Any return of
capital in excess of the basis in your Fund shares, however,
will be taxable as a capital gain. In the case of a non-calendar
year fund, earnings and profits are first allocated to
distributions made on or before December 31 of its taxable
year and then to distributions made thereafter. The effect of
this provision is to “push” returns of capital into the next
calendar year.

Undistributed capital gains. The Fund may retain or distribute
to shareholders its net capital gain for each taxable year. The
Fund currently intends to distribute net capital gains. If the
Fund elects to retain its net capital gain, the Fund will be
taxed thereon (except to the extent of any available capital
loss carryovers) at the applicable corporate tax rate. If the
Fund elects to retain its net capital gain, it is expected that the
Fund also will elect to have shareholders treated as if each
received a distribution of its pro rata share of such gain, with
the result that each shareholder will be required to report its
pro rata share of such gain on its tax return as long-term
capital gain, will receive a refundable tax credit for its pro rata
share of tax paid by the Fund on the gain, and will increase
the tax basis for its shares by an amount equal to the deemed
distribution less the tax credit.

Information on the amount and tax character of
distributions The Fund will inform you of the amount of your
income dividends at the time they are paid, and will advise
you of their tax status for federal income tax purposes shortly
after the close of each calendar year.

Election to be taxed as a regulated investment company
The Fund has elected to be treated as a regulated investment
company under Subchapter M of the Code. It has qualified as
a regulated investment company for its most recent fiscal
year, and intends to continue to qualify during the current
fiscal year. As a regulated investment company, the Fund
generally pays no federal income tax on the income and gains
it distributes to you. In order to qualify for treatment as a
regulated investment company, the Fund must satisfy the
requirements described below.

Distribution requirement. The Fund must distribute an
amount equal to the sum of at least 90% of its investment



company taxable income and 90% of its net tax-exempt
income, if any, for the tax year (including, for purposes of
satisfying this distribution requirement, certain distributions
made by the Fund after the close of its taxable year that are
treated as made during such taxable year).

Income requirement. The Fund must derive at least 90% of
its gross income from dividends, interest, certain payments
with respect to securities loans, and gains from the sale or
other disposition of stock, securities or foreign currencies, or
other income (including, but not limited to, gains from options,
futures or forward contracts) derived from its business of
investing in such stock, securities or currencies and net
income derived from qualified publicly traded partnerships
(QPTPs).

Asset diversification test. The Fund must satisfy the following
asset diversification test at the close of each quarter of the
Fund’s tax year: (1) at least 50% of the value of the Fund’s
assets must consist of cash and cash items, U.S. government
securities, securities of other regulated investment
companies, and securities of other issuers (as to which the
Fund has not invested more than 5% of the value of the
Fund’s total assets in securities of an issuer and as to which
the Fund does not hold more than 10% of the outstanding
voting securities of the issuer); and (2) no more than 25% of
the value of the Fund’s total assets may be invested in the
securities of any one issuer (other than U.S. government
securities or securities of other regulated investment
companies) or of two or more issuers which the Fund controls
and which are engaged in the same or similar trades or
businesses or, in the securities of one or more QPTPs.

In some circumstances, the character and timing of income
realized by the Fund for purposes of the income requirement
or the identification of the issuer for purposes of the asset
diversification test is uncertain under current law with respect
to a particular investment, and an adverse determination or
future guidance by the IRS with respect to such type of
investment may adversely affect the Fund’s ability to satisfy
these requirements. In other circumstances, the Fund may be
required to sell portfolio holdings in order to meet the income
requirement, distribution requirement, or asset diversification
test, which may have a negative impact on the Fund’s income
and performance. In lieu of potential disqualification, the Fund
is permitted to pay a tax for certain failures to satisfy the asset
diversification test or income requirement, which, in general,
are limited to those due to reasonable cause and not willful
neglect.

If for any taxable year the Fund does not qualify as a
regulated investment company, all of its taxable income
(including its net capital gain) would be subject to tax at the
applicable corporate tax rate without any deduction for
dividends paid to shareholders, and the dividends would be
taxable to the shareholders as ordinary income (or possibly
as qualified dividend income) to the extent of the Fund’s
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current and accumulated earnings and profits. Failure to
qualify as a regulated investment company, subject to savings
provisions for certain qualification failures, which, in general,
are limited to those due to reasonable cause and not willful
neglect, would thus have a negative impact on the Fund’s
income and performance. In that case, the Fund would be
liable for federal, and possibly state, corporate taxes on its
taxable income and gains, and distributions to you would be
taxed as dividend income to the extent of the Fund’s earnings
and profits. Even if such savings provisions apply, the Fund
may be subject to a monetary sanction of $50,000 or more.
Moreover, the board reserves the right not to maintain the
qualification of the Fund as a regulated investment company if
it determines such a course of action to be beneficial to
shareholders.

Capital loss carryovers The capital losses of the Fund, if
any, do not flow through to shareholders. Rather, the Fund
may use its capital losses, subject to applicable limitations, to
offset its capital gains without being required to pay taxes on
or distribute to shareholders such gains that are offset by the
losses. If the Fund has a "net capital loss" (that is, capital
losses in excess of capital gains), the excess (if any) of the
Fund's net short-term capital losses over its net long-term
capital gains is treated as a short-term capital loss arising on
the first day of the Fund's next taxable year, and the excess
(if any) of the Fund's net long-term capital losses over its net
short-term capital gains is treated as a long-term capital loss
arising on the first day of the Fund's next taxable year. Any
such net capital losses of the Fund that are not used to offset
capital gains may be carried forward indefinitely, subject to
certain limitations, to reduce any future capital gains realized
by the Fund in succeeding taxable years. Because the Fund
is a money fund, it does not anticipate realizing any long-term
capital losses.

Excise tax distribution requirements

Required distributions. To avoid federal excise taxes, the
Code requires the Fund to distribute to you by December 31
of each year, at a minimum, the following amounts:

* 98% of its taxable ordinary income earned during the
calendar year;

* 98.2% of its capital gain net income earned during the 12-
month period ending October 31; and

* 100% of any undistributed amounts of these categories of
income or gain from the prior year.

The Fund intends to declare and pay these distributions in
December (or to pay them in January, in which case you must
treat them as received in December), but can give no
assurances that its distributions will be sufficient to eliminate
all taxes.



Tax reporting for income and excise tax years. Because the
periods for measuring a regulated investment company’s
income are different for income (determined on a fiscal year
basis) and excise tax years (determined as noted above),
special rules are required to calculate the amount of income
earned in each period, and the amount of earnings and profits
needed to support that income. For example, if the Fund uses
the excise tax period ending on October 31 as the measuring
period for calculating and paying out capital gain net income
and realizes a net capital loss between November 1 and the
end of the Fund’s fiscal year, the Fund may calculate its
earnings and profits without regard to such net capital loss in
order to make its required distribution of capital gain net
income for excise tax purposes. The Fund also may elect to
treat part or all of any "qualified late year loss" as if it had
been incurred in the succeeding taxable year in determining
the Fund’s taxable income, net capital gain, net short-term
capital gain, and earnings and profits. The effect of this
election is to treat any such “qualified late year loss” as if it
had been incurred in the succeeding taxable year, which may
change the timing, amount, or characterization of Fund
distributions.

A "qualified late year loss” includes (i) any net capital loss
incurred after October 31 of the current taxable year, or, if
there is no such loss, any net long-term capital loss or any net
short-term capital loss incurred after October 31 of the current
taxable year (“post-October capital losses”), and (i) the sum
of (1) the excess, if any, of (a) specified losses incurred after
October 31 of the current taxable year, over (b) specified
gains incurred after October 31 of the current taxable year
and (2) the excess, if any, of (a) ordinary losses incurred after
December 31 of the current taxable year, over (b) the ordinary
income incurred after December 31 of the current taxable
year. The terms “specified losses” and “specified gains” mean
ordinary losses and gains from the sale, exchange, or other
disposition of property (including the termination of a position
with respect to such property) and foreign currency losses
and gains. The terms “ordinary losses” and “ordinary income”
mean other ordinary losses and income that are not described
in the preceding sentence. The Fund may only elect to treat
any post-October capital loss, specified gains and specified
losses incurred after October 31 as if it had been incurred in
the succeeding year in determining its taxable income for the
current year.

Because these rules are not entirely clear, the Fund may be
required to interpret the "qualified late-year loss" and other
rules relating to these different year-ends to determine its
taxable income and capital gains. The Fund’s reporting of
income and its allocation between different taxable and excise
tax years may be challenged by the IRS, possibly resulting in
adjustments in the income reported by the Fund on its tax
returns and/or by the Fund to you on your year-end tax
statements.
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Medicare tax A 3.8% Medicare tax is imposed on net
investment income earned by certain individuals, estates and
trusts. “Net investment income,” for these purposes, means
investment income, including ordinary dividends and capital
gain distributions received from the Fund and net gains from
redemptions or other taxable dispositions of Fund shares,
reduced by the deductions properly allocable to such income.
In the case of an individual, the tax will be imposed on the
lesser of (1) the shareholder’s net investment income or (2)
the amount by which the shareholder's modified adjusted
gross income exceeds $250,000 (if the shareholder is married
and filing jointly or a surviving spouse), $125,000 (if the
shareholder is married and filing separately) or $200,000 (in
any other case). Any liability for this additional Medicare tax
will be reported on, and paid with, your federal income tax
return.

Sales of Fund shares Sales of Fund shares will generally
result in a taxable capital gain or loss for federal or state
income tax purposes. However, to the extent that the Fund is
able to maintain a stable $1.00 share price, no gain or loss
will result from such sales or exchanges.

Tax certification and backup withholding Tax laws require
that you certify your tax information when you become an
investor in the Fund. For U.S. citizens and resident aliens, this
certification is made on IRS Form W-9. Under these laws, you
may be subject to federal backup withholding at 24%, and
state backup withholding may also apply, on a portion of your
taxable distributions unless you:

« provide your correct Social Security or taxpayer
identification number,

« certify that this number is correct,
« certify that you are not subject to backup withholding, and

« certify that you are a U.S. person (including a U.S. resident
alien).

The Fund must also withhold if the IRS instructs it to do so.
Backup withholding is not an additional tax. Any amounts
withheld may be credited against the shareholder’s U.S.
federal income tax liability, provided the appropriate
information is furnished to the IRS. Certain payees and
payments are exempt from backup withholding and
information reporting.

Qualified dividends and the corporate dividends-received
deduction Because the income of the Fund is primarily
derived from investments earning interest rather than dividend
income, generally none of its income dividends will be
qualifying dividend income or dividends eligible for the
corporate dividends-received deduction.

Interest income pass through Final Treasury regulations
issued in January 2021 allows the Fund to pass-through its



net business interest income (generally the Fund'’s interest
income less applicable expenses and deductions) as a
“Section 163(j) interest dividend” to shareholders, provided
certain conditions are met. This can potentially increase the
amount of a shareholder’s interest expense deductible under
Code section 163(j) as amended by the TCJA. Each year the
Fund intends to report to shareholders the portion of the
income dividends paid by the Fund that are eligible for
treatment as interest income.

U.S. government securities The income earned on certain
U.S. government obligations is generally exempt from state
and local personal income taxes if earned directly by you.
States also grant tax-free status to mutual fund dividends paid
to you from interest earned on these obligations, subject in
some states to minimum investment or reporting requirements
that must be met by the Fund. Distributions of ordinary
income paid by the Fund to individual shareholders from
interest earned on U.S. Government obligations may be
exempt from state and local income taxation depending on
the state. Shareholders should contact their tax advisors with
respect to the state and local income tax consequences of
investing in the Fund, including whether Fund dividends
derived from interest on U.S. government obligations held by
the Fund qualify for tax free treatment.

Investment in complex securities The Fund may invest in
securities issued or purchased at a discount that may require
it to accrue and distribute income not yet received. In order to
generate sufficient cash to make these distributions, the Fund
may be required to sell securities in its portfolio that it
otherwise might have continued to hold. These rules could
affect the amount, timing and tax character of income
distributed to the Fund by the Fund, and, in turn, by the Fund
to you.

State income taxes Some state tax codes adopt the Code
through a certain date. As a result, such conforming states
may not have adopted the version of the Code as amended
by the TCJA, the Regulated Investment Company
Modernization Act of 2010, or other federal tax laws enacted
after the applicable conformity date. Other states may have
adopted an income or other basis of tax that differs from the
Code.

The tax information furnished by the Fund to shareholders
and the IRS annually with respect to the amount and
character of dividends paid by the Fund will be prepared on
the basis of current federal income tax law to comply with the
information reporting requirements of the Code, and not
necessarily on the basis of the law of any state in which a
shareholder is resident or otherwise subject to tax. Under the
current California Revenue and Taxation Code, certain funds
are required to report tax information to the California
Franchise Tax Board annually.
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Accordingly, the amount and character of income for state
income tax purposes may differ from that for federal income
tax purposes. Franklin Templeton provides additional tax
information through the App to assist shareholders with the
preparation of their federal and state income tax returns.
Shareholders are solely responsible for determining the
amount and character of income to report on their federal,
state and local income tax returns each year as a result of
their purchase, holding and sale of Fund shares.

Non-U.S. investors Non-U.S. investors may be subject to
U.S. withholding and estate tax, and are subject to special
U.S. tax certification requirements.

In general. The United States imposes a flat 30% withholding
tax (or a tax at a lower treaty rate) on U.S. source dividends.
Exemptions from U.S. withholding tax are provided for capital
gain dividends paid by the Fund from long-term capital gains,
if any interest-related dividends paid by the Fund from its
qualified net interest income from U.S. sources, and short-
term capital gain dividends, unless you are a nonresident
alien individual present in the United States for a period or
periods aggregating 183 days or more during the calendar
year. “Qualified interest income” includes, in general, the sum
of the Fund’s U.S. source: i) bank deposit interest, ii) short-
term original issue discount, iii) portfolio interest, and iv) any
interest-related dividend passed through from another
regulated investment company.

However, notwithstanding such exemptions from U.S.
withholding tax at source, any taxable distributions will be
subject to backup withholding at a rate of 24% if you fail to
properly certify that you are not a U.S. person.

It may not be practical in every case for the Fund to report to
shareholders, and the Fund reserves the right in these cases
to not report, interest-related or short-term capital gain
dividends. Additionally, the Fund's reporting of interest-related
or short-term capital gain dividends may not, in turn, be
passed through to shareholders by intermediaries who have
assumed tax reporting responsibilities for this income in
managed or omnibus accounts due to systems limitations or
operational constraints.

Effectively connected income. Taxable ordinary income
dividends paid by the Fund to non-U.S. investors on portfolio
investments are generally subject to U.S. withholding tax at
30% or a lower treaty rate. However, if you hold your Fund
shares in connection with a U.S. trade or business, your
income and gains may be considered effectively connected
income and taxed in the U.S. on a net basis at graduated
income tax rates in which case you may be required to file a
nonresident U.S. income tax return.

U.S. estate tax. An individual who is a non-U.S. investor will
be subject to U.S. federal estate tax on the value of the Fund
shares owned at the time of death, unless a treaty exemption
applies between the country of residence of the non-U.S.



investor and the U.S. Even if a treaty exemption is available,
a decedent’s estate may nevertheless be required to file a
U.S. estate tax return to claim the exemption, as well as to
obtain a U.S. federal transfer certificate. The transfer
certificate will identify the property (i.e., Fund shares) on
which a U.S. federal tax lien has been released and is
required before the Fund can release a nonresident alien
decedent's investment in the Fund to his or her estate. A
transfer certificate is not required for property administered by
an executor or administrator appointed, qualified and acting
within the United States. For estates with U.S. situs assets of
not more than $60,000 (there is a statutory estate tax credit
for this amount of property), an affidavit from the executor of
the estate or other authorized individual along with additional
evidence requested by the IRS relating to the decedent’s
estate evidencing the U.S. situs assets may be provided in
lieu of a federal transfer certificate. Transfers by gift of shares
of the Fund by a non-U.S. investor who is a nonresident alien
individual will not be subject to U.S. federal gift tax. The tax
consequences to a non-U.S. investor entitled to claim the
benefits of a treaty between the country of residence of the
non-U.S. investor and the U.S. may be different from the
consequences described above.

Tax certification and backup withholding as applied to non-
U.S. investors. Non-U.S. investors have special U.S. tax
certification requirements to avoid backup withholding at a
rate of 24% and, if applicable, to obtain the benefit of any
income tax treaty between the non-U.S. investor’s country of
residence and the United States. To claim these tax benefits,
the non-U.S. investor must provide a properly completed
Form W-8BEN (or other Form W-8, where applicable) to
establish his or her status as a non-U.S. investor, to claim
beneficial ownership over the assets in the account, and to
claim, if applicable, a reduced rate of or exemption from
withholding tax under the applicable treaty. A Form W-8BEN
generally remains in effect for a period of three years
beginning on the date that it is signed and ending on the last
day of the third succeeding calendar year. In certain
instances, Form W-8BEN may remain valid indefinitely unless
the investor has a change of circumstances that renders the
form incorrect and necessitates a new form and tax
certification. Non-U.S. investors must advise the Fund of any
change of circumstances that would render the information
given on the form incorrect and must then provide a new W-
8BEN to avoid the prospective application of backup
withholding.

Foreign Account Tax Compliance Act Under the Foreign
Account Tax Compliance Act (FATCA), foreign entities,
referred to as foreign financial institutions (FFI) or non-
financial foreign entities (NFFE) that are shareholders in the
Fund may be subject to a 30% withholding tax on income
dividends paid by the Fund. The FATCA withholding tax
generally can be avoided: (a) by an FFI, if it reports certain
direct and indirect ownership of foreign financial accounts
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held by U.S. persons with the FFI, and (b) by an NFFE, if it: (i)
certifies that it has no substantial U.S. persons as owners, or
(ii) if it does have such owners, reports information relating to
them to the withholding agent, which will, in turn, report that
information to the IRS. The U.S. Treasury has negotiated
intergovernmental agreements (IGA) with certain countries
and is in various stages of negotiations with a number of other
foreign countries with respect to one or more alternative
approaches to implement FATCA. An entity in one of those
countries may be required to comply with the terms of an IGA
and applicable local law instead of U.S. Treasury regulations.

An FFI can avoid FATCA withholding if it is deemed compliant
or by becoming a “participating FFI,” which requires the FFI to
enter into a U.S. tax compliance agreement with the IRS
under section 1471(b) of the Code (FFI agreement) under
which it agrees to verify, report and disclose certain of its U.S.
accountholders and provided that such entity meets certain
other specified requirements. The FFI will report to the IRS,
or, depending on the FFI's country of residence, to the
government of that country (pursuant to the terms and
conditions of an applicable IGA and applicable law), which
will, in turn, report to the IRS. An FFI that is resident in a
country that has entered into an IGA with the U.S. to
implement FATCA will be exempt from FATCA withholding
provided that the FFI shareholder and the applicable foreign
government comply with the terms of such agreement.

An NFFE that is the beneficial owner of a payment from the
Fund can avoid the FATCA withholding tax generally by
certifying that it does not have any substantial U.S. owners or
by providing the name, address and taxpayer identification
number of each substantial U.S. owner. The NFFE will report
information either (i) to the Fund or other applicable
withholding agent, which will, in turn, report information to the
IRS, or (ii) directly to the IRS.

Such foreign shareholders also may fall into certain exempt,
excepted or deemed compliant categories as established by
U.S. Treasury regulations, IGAs, and other guidance
regarding FATCA. An FFl or NFFE that invests in the Fund
will need to provide the Fund with documentation properly
certifying the entity’s status under FATCA in order to avoid
FATCA withholding. The requirements imposed by FATCA
are different from, and in addition to, the U.S. tax certification
rules to avoid backup withholding described above.

Organization, Voting Rights and Principal Holders

The Fund is a diversified, open-end management investment
company, commonly called a mutual fund.

The Trust was organized as a Delaware statutory trust on
August 2, 2019, and is registered with the SEC.

The Fund currently offers one class of shares. The Fund may
offer additional classes of shares in the future.



The Trust has noncumulative voting rights. For board member
elections, this gives holders of more than 50% of the shares
voting the ability to elect all of the members of the board. If
this happens, holders of the remaining shares voting will not
be able to elect anyone to the board.

The Trust does not intend to hold annual shareholder
meetings. The Fund may hold special meetings, however, for
matters requiring shareholder approval.

As of July 1, 2026, the principal shareholders of the Fund,
beneficial or of record, were:

Percentage

Name and Address (%)

Stellar Development Foundation 27.30
475 Brannan St Ste 400
San Francisco

San Francisco CA 94107

Franklin Distributors, LLC
Corporate Treasury 920/1
One Franklin Parkway

San Mateo CA 94403-1906

15.53

Franklin Advisors, Inc. 15.41
One Franklin Pkwy
Corp Treasury 920/1

San Mateo CA 94403-1906

ONDO I LP

500 W Putnam Ave Ste 400
Greenwich

Greenwich CT 06830

9.45

Johnson Family TR DTD 06/29/99 7.21

1220 S Ocean Blvd
Palm Beach
Palm Beach FL 33480-5016

To the best knowledge of the Fund, no other person holds
beneficially or of record more than 5% of the outstanding
shares of any class.

As of July 1, 2026, the officers and board members, as a
group, owned of record and beneficially less than 1% of the
outstanding shares of the Fund. The board members may
own shares in other funds in Franklin Templeton.

Buying and Selling Shares

The Fund continuously offers its shares through Franklin
Distributors, LLC. (Distributors). You may purchase or redeem
shares of the Fund at any time through the App or the
Institutional Web Portal, although purchases and redemptions
of Fund shares will only be processed during normal business
hours on business days. The App is available for download
through the Apple App Store and Google Play. The App is
free to download and use. The Institutional Web Portal is
available for institutional investors by contacting
FTDigitalAssets@franklintempleton.com.
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The Fund and other U.S. registered investment companies
within the Franklin Templeton fund complex are intended for
sale to residents of the U.S., and, with very limited
exceptions, are not registered or otherwise offered for sale in
other jurisdictions. The above restrictions are generally not
applicable to sales in U.S. territories or to diplomatic staff
members or members of the U.S. military with an APO or
FPO address outside of the U.S. Investors are responsible for
compliance with tax, securities, currency exchange or other
regulations applicable to redemption and purchase
transactions in any state or jurisdiction to which they may be
subject. Investors should consult with appropriate tax and
legal advisors to obtain information on the rules applicable to
these transactions.

In particular, the Fund is not registered in any provincial or
territorial jurisdiction in Canada, and shares of the Fund have
not been qualified for sale in any Canadian jurisdiction.
Shares of the Fund may not be directly or indirectly offered or
sold in any provincial or territorial jurisdiction in Canada or to
or for the benefit of residents thereof. Prospective investors
may be required to declare that they are not Canadian
residents and are not acquiring shares on behalf of any
Canadian residents. If an investor becomes a Canadian
resident after purchasing shares of the Fund, the investor will
not be able to purchase any additional shares of the Fund
(other than reinvestment of dividends and capital gains) or
exchange shares of the Fund for other U.S. registered
Franklin Templeton funds.

Similarly, the Fund is not registered, and shares of the Fund
have not been qualified for distribution, in any member
country of the European Union (EU) or European Economic
Area (EEA). The shares offered by this prospectus may not
be directly or indirectly offered or distributed in any such
country. If an investor becomes an EU or EEA resident after
purchasing shares of the Fund, the investor will not be able to
purchase any additional shares of the Fund (other than
reinvestment of dividends and capital gains) or exchange
shares of the Fund for other U.S. registered Franklin
Templeton funds.

All electronic funds transfers (ACH) used to buy or sell shares
of the Fund must be denominated in U.S. dollars and drawn
on a U.S. bank. We may, in our sole discretion, either (a)
reject any order to buy or sell shares denominated in any
other currency or (b) honor the transaction or make
adjustments to your account for the transaction as of a date
and with a foreign currency exchange factor determined by
the drawee bank. We may deduct any applicable banking
charges imposed by the bank from your account.

Investment by large shareholders Particularly during times
of overall market turmoil or price volatility, the Fund may
experience adverse effects when certain large shareholders
such as institutional investors (including those trading by use
of non-discretionary mathematical formulas) purchase or



redeem large amounts of shares of the Fund. Such large
shareholder redemptions may cause the Fund to sell portfolio
securities at times when it would not otherwise do so.
Similarly, large Fund share purchases may adversely affect
the Fund’s performance to the extent that the Fund is delayed
in investing new cash and is required to maintain a larger
cash position than it ordinarily would.

These transactions may also accelerate the realization of
taxable income to shareholders if such sales of investments
resulted in gains, and may also increase transaction costs. In
addition, a large redemption could result in the Fund's current
expenses being allocated over a smaller asset base, leading
to an increase in the Fund's expense ratio.

When experiencing such purchases and redemptions by large
shareholders, the Fund may restrict or reject trading activity in
accordance with the Frequent Trading Policy of the Fund as
set forth in the Fund’s Prospectus.

No exchange privilege Shares of the Fund may not be
exchanged for shares of any other Franklin Templeton fund.

Redemptions in kind The board reserves the right to make
payments in whole or in part in securities or other assets of
the Fund, in case of an emergency, or if the payment of such
a redemption in cash would be detrimental to the existing
shareholders of the Fund. In these circumstances, the
securities distributed would be valued at the price used to
compute the Fund's net assets and you may incur brokerage
fees in converting the securities to cash.

Share certificates We will credit your shares to your Fund

account through the App or the Institutional Web Portal and

we do not issue share certificates. This eliminates the costly
problem of replacing lost, stolen or destroyed certificates.

All purchases of Fund shares will be credited to you, in full
and fractional Fund shares (rounded to the nearest 1/100 of a
share), in an account maintained for you by the Fund's
transfer agent.

General information In most cases, if mail is returned as
undeliverable we are required to take certain steps to try to
find you free of charge. If these attempts are unsuccessful,
however, we may deduct the costs of any additional efforts to
find you from your account. These costs may include a
percentage of the account when a search company charges a
percentage fee in exchange for its location services.

Redemption proceeds shall be sent to you by electronic funds
transfer (ACH). Neither the Fund nor its agents shall be liable
to you or any other person if, for any reason, a redemption
request by ACH is not processed as described in the
prospectus.

Investor Services may charge you separate fees, negotiated
directly with you, for providing special services in connection
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with your account. Fees for special services will not increase
the Fund's expenses.

In the event of disputes involving conflicting claims of
ownership or authority to control your shares, the Fund has
the right (but has no obligation) to: (i) restrict the shares and
require the written agreement of all persons deemed by the
Fund to have a potential interest in the shares before
executing instructions regarding the shares; or (i) interplead
disputed shares or the proceeds from the court-ordered sale
thereof with a court of competent jurisdiction.

Should the Fund be required to defend against joint or
multiple shareholders in any action relating to an ownership
dispute, you expressly grant the Fund the right to obtain
reimbursement for costs and expenses including, but not
limited to, attorneys’ fees and court costs, by unilaterally
redeeming shares from your account.

The Fund or its transfer agent may be required (i) pursuant to
a validly issued levy, garnishment or other form of legal
process, to sell your shares and remit the proceeds to a
levying officer or other recipient; or (i) pursuant to a final
order of forfeiture or other form of legal process, to sell your
shares and remit the proceeds to the U.S. or state
government as directed.

As long as we or our agents follow reasonable security
procedures and act on instructions we or our agents
reasonably believe are genuine, we and our agents will not be
responsible for any losses that may occur from unauthorized
requests in any form (written, telephone, online or via the
App, as appropriate). We will investigate any unauthorized
request that you report to us and we will ask you to cooperate
with us in the investigation, which may require you to file a
police report and complete a notarized affidavit regarding the
unauthorized request. We will assist in the claims process, on
your behalf, with other financial institutions regarding the
unauthorized request.

Using good faith efforts, the investment manager attempts to
identify class action litigation settlements and regulatory or
governmental recovery funds involving securities presently or
formerly held by the Fund or issuers of such securities or
related parties (Claims) in which the Fund may be eligible to
participate. When such Claims are identified, the investment
manager will cause the Fund to file proofs of claim. Currently,
such Claim opportunities predominate in the U.S. and in
Canada; the investment manager’s efforts are therefore
focused on Claim opportunities in those jurisdictions. The
investment manager may learn of such class action lawsuit or
victim fund recovery opportunities in jurisdictions outside of
North America (Foreign Actions), in which case the
investment manager has complete discretion to determine, on
a case-by-case basis, whether to cause the Fund to file
proofs of claim in such Foreign Actions. In addition, the
investment manager may participate in bankruptcy



proceedings relating to securities held by the Fund and join
creditors” committees on behalf of the Fund.

Further, the investment manager may on occasion initiate
and/or recommend, and the board of trustees of the Fund
may approve, pursuit of separate litigation against an issuer
or related parties in connection with securities presently or
formerly held by the Fund (whether by opting out of an
existing class action lawsuit or otherwise).

Pricing Shares

The valuation of the Fund's portfolio securities, including any
securities set aside on the Fund's books for when-issued
securities, is based on the amortized cost of the securities,
which does not take into account unrealized capital gains or
losses. This method involves valuing an instrument at its cost
and thereafter assuming a constant amortization to maturity of
any discount or premium, regardless of the impact of
fluctuating interest rates on the market value of the
instrument. While this method provides certainty in
calculation, it may result in periods during which value, as
determined by amortized cost, is higher or lower than the
price the Fund would receive if it sold the instrument. During
periods of declining interest rates, the daily yield on shares of
the Fund computed as described above may tend to be
higher than a like computation made by a fund with identical
investments but using a method of valuation based upon
market prices and estimates of market prices for all of its
portfolio instruments. Thus, if the use of amortized cost by the
Fund resulted in a lower aggregate portfolio value on a
particular day, a prospective investor in the Fund would be
able to obtain a somewhat higher yield than would result from
an investment in a fund using only market values, and
existing investors in the Fund would receive less investment
income. The opposite would be true in a period of rising
interest rates. The Fund's use of amortized cost, which helps
the Fund maintain a $1.00 share price, is permitted by a rule
adopted by the SEC.

The board has established procedures designed to stabilize,
to the extent reasonably possible, the Fund's price per share
at $1.00, as computed for the purpose of sales and
redemptions. These procedures include a daily calculation of
the extent of deviation, if any, of the Fund's net asset value
calculated by using available market quotations from the
Fund’s amortized cost per share. The extent of any deviation
will be examined by the board. If a deviation exceeds 1/2 of
1%, the board will promptly consider what action, if any, will
be initiated. If the board determines that a deviation exists
that may result in material dilution or other unfair results to
investors or existing shareholders, it will take corrective action
that it regards as necessary and appropriate, which may
include selling portfolio instruments before maturity to realize
capital gains or losses or to shorten average portfolio
maturity, withholding dividends, redeeming shares in kind, or
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establishing a net asset value per share by using available
market quotations.

Because the Fund operates as a money market fund and
seeks to maintain a stable $1.00 price per share, a low or
negative interest rate environment could impact the Fund's
ability to maintain a stable $1.00 share price. During a
negative interest rate environment which causes the Fund to
have a negative gross yield, the Fund may reduce the number
of shares outstanding on a pro rata basis through share
cancellation or other mechanisms to seek to maintain a stable
$1.00 price per share, subject to Board approval and to the
extent permissible by applicable law and its organizational
documents. Alternatively, the Fund may discontinue using the
amortized cost method of valuation to maintain a stable $1.00
price per share and establish a fluctuating NAV per share
rounded to four decimal places by using available market
quotations or equivalents. A fund that implements share
cancellation would continue to maintain a stable $1.00 share
price by use of the amortized cost method of valuation and/or
penny rounding method but the value of an investor’s
investment would decline if the fund reduced the number of
shares held by the investor. If a fund were to float its NAV, it
would no longer maintain a stable $1.00 share price and
instead have a share price that fluctuates. An investor in a
fund that floats its NAV would lose money if the investor sells
their shares when they are worth less than what the investor
originally paid for them.

After a cancellation of shares, the basis of cancelled shares
would be added to the basis of shareholders’ remaining fund
shares, and any shareholders disposing of shares at that time
may recognize a capital loss unless the “wash sale” rules
apply. Dividends, including dividends reinvested in additional
shares of the fund will nonetheless be fully taxable, even if the
number of shares in shareholders’ accounts has been
reduced through share cancellation. Due to a lack of guidance
regarding share cancellation, however, the tax consequences
of such cancellation of shares to a fund and its shareholders
is unclear and may differ from that just described.

The Underwriter

Franklin Distributors, LLC (Distributors) acts as the principal
underwriter in the continuous public offering of the Fund's
shares. Distributors is located at One Franklin Parkway, San
Mateo, CA 94403-1906.

Description of Ratings

The ratings of Moody's Ratings, S&P Global Ratings and
Fitch Ratings represent their opinions as to the quality of
various debt obligations. It should be emphasized, however,
that ratings are not absolute standards of quality.
Consequently, debt obligations with the same maturity,
coupon and rating may have different yields while debt



obligations of the same maturity and coupon with different
ratings may have the same yield. As described by the rating
agencies, ratings are generally given to securities at the time
of issuances. While the rating agencies may from time to time
revise such ratings, they undertake no obligation to do so.

Moody’s Ratings Global Rating Scales

Credit ratings are assigned on Moody’s global long-term and
short-term rating scales and are forward-looking opinions of
the relative credit risks of financial obligations issued by non-
financial corporates, financial institutions, structured finance
vehicles, project finance vehicles, and public sector entities.
Moody’s defines credit risk as the risk that an entity may not
meet its contractual financial obligations as they come due
and any estimated financial loss in the event of default or
impairment. The contractual financial obligations' addressed
by Moody'’s ratings are those that call for, without regard to
enforceability, the payment of an ascertainable amount, which
may vary based upon standard sources of variation (e.g.,
floating interest rates), by an ascertainable date. Moody’s
rating addresses the issuer’s ability to obtain cash sufficient to
service the obligation, and its willingness to pay.2 Moody's
ratings do not address non-standard sources of variation in
the amount of the principal obligation (e.g., equity indexed),
absent an express statement to the contrary in a press
release accompanying an initial rating.> Long-term ratings are
assigned to issuers or obligations with an original maturity of
eleven months or more and reflect both on the likelihood of a
default or impairment on contractual financial obligations and
the expected financial loss suffered in the event of default or
impairment. Short-term ratings are assigned to obligations
with an original maturity of thirteen months or less and reflect
both on the likelihood of a default or impairment on
contractual financial obligations and the expected financial
loss suffered in the event of default or impairment.* 56
Moody’s issues ratings at the issuer level and instrument level
on both the long- term scale and the short-term scale.
Typically, ratings are made publicly available although private
and unpublished ratings may also be assigned.”

Moody'’s differentiates structured finance ratings from
fundamental ratings (i.e., ratings on nonfinancial corporate,
financial institution, and public sector entities) on the global
long-term scale by adding (sf) to all structured finance
ratings.? The addition of (sf) to structured finance ratings
should eliminate any presumption that such ratings and
fundamental ratings at the same letter grade level will behave
the same.

1. In the case of impairments, there can be a financial loss even when
contractual obligations are met.

2. In some cases, the relevant credit risk relates to a third party, in addition
to, or instead of the issuer. Examples include credit-linked notes and
guaranteed obligations.

3. Because the number of possible features or structures is limited only by
the creativity of issuers, Moody’s cannot comprehensively catalogue all the
types of non-standard variation affecting financial obligations, but examples
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include equity indexed principal values and cash flows, prepayment
penalties, and an obligation to pay an amount that is not ascertainable at the
inception of the transaction.

4. For certain preferred stock and hybrid securities in which payment default
events are either not defined or do not match investors’ expectations for
timely payment, long-term and short-term ratings reflect the likelihood of
impairment and financial loss in the event of impairment.

5. Debts held on the balance sheets of official sector institutions — which
include supranational institutions, central banks and certain government-
owned or controlled banks — may not always be treated the same as debts
held by private investors and lenders. When it is known that an obligation is
held by official sector institutions as well as other investors, a rating (short-
term or long-term) assigned to that obligation reflects only the credit risks
faced by non-official sector investors.

6. Where grace periods are disproportionately long relative to the stated
maturity, Moody’s may choose not to rate the Instrument. This is particularly
relevant in the commercial paper market where maturities may be 30 days or
less with strong investor expectation of prompt payment.

7. For information on how to obtain a Moody's credit rating, including private
and unpublished credit ratings, please see Moody’s Ratings Products. Please
note that Moody'’s always reserves the right to choose not to assign or
maintain a credit rating for its own business reasons.

8. Like other global scale ratings, (sf) ratings reflect both the likelihood of a
default and the expected loss suffered in the event of default. Ratings are
assigned based on a rating committee’s assessment of a security’s expected
loss rate (default probability multiplied by expected loss severity), and may be
subject to the constraint that the final expected loss rating assigned would not
be more than a certain number of notches, typically three to five notches,
above the rating that would be assigned based on an assessment of default
probability alone. The magnitude of this constraint may vary with the level of
the rating, the seasoning of the transaction, and the uncertainty around the
assessments of expected loss and probability of default.

The (sf) indicator for structured finance security ratings
indicates that otherwise similarly rated structured finance and
fundamental securities may have different risk characteristics.
Through its current methodologies, however, Moody’s aspires
to achieve broad expected equivalence in structured finance
and fundamental rating performance when measured over a
long period of time.

Description of Moody’s Ratings’ Global Long-Term
Ratings:

Aaa—Obligations rated Aaa are judged to be of the highest
quality, subject to the lowest level of credit risk.

Aa—Obligations rated Aa are judged to be of high quality and
are subject to very low credit risk.

A—Obligations rated A are judged to be upper-medium grade
and are subject to low credit risk.

Baa—Obligations rated Baa are judged to be medium-grade
and subject to moderate credit risk and as such may possess
certain speculative characteristics.

Ba—Obligations rated Ba are judged to be speculative and
are subject to substantial credit risk.

B—Obligations rated B are considered speculative and are
subject to high credit risk.

Caa—Obligations rated Caa are judged to be speculative of
poor standing and are subject to very high credit risk.



Ca—Obligations rated Ca are highly speculative and are likely
in, or very near, default, with some prospect of recovery of
principal and interest.

C—Obligations rated C are the lowest rated and are typically
in default, with little prospect for recovery of principal or
interest.

Note: Moody’s appends numerical modifiers 1, 2, and 3 to
each generic rating classification from Aa through Caa. The
modifier 1 indicates that the obligation ranks in the higher end
of its generic rating category; the modifier 2 indicates a mid-
range ranking; and the modifier 3 indicates a ranking in the
lower end of that generic rating category. Additionally, a
“(hyb)” indicator is appended to all ratings of hybrid securities
issued by banks, insurers, finance companies, and securities
firms.”

* By their terms, hybrid securities allow for the omission of
scheduled dividends, interest, or principal payments, which
can potentially result in impairment if such an omission
occurs. Hybrid securities may also be subject to contractually
allowable write-downs of principal that could result in
impairment. Together with the hybrid indicator, the long-term
obligation rating assigned to a hybrid security is an
expression of the relative credit risk associated with that
security.

Description of Moody’s Ratings’ Global Short-Term
Ratings:

P-1—Ratings of Prime-1 reflect a superior ability to repay
short-term debt obligations.

P-2—Ratings of Prime-2 reflect a strong ability to repay short-
term debt obligations.

P-3—Ratings of Prime-3 reflect an acceptable ability to repay
short-term debt obligations.

NP—Issuers (or supporting institutions) rated Not Prime do
not fall within any of the Prime rating categories.

Description of Moody’s Ratings’ US Municipal Ratings:
US Municipal Short-Term Debt and Demand Obligation
Ratings:

Moody’s uses the global short-term Prime rating scale for
commercial paper issued by US municipalities and nonprofits.
These commercial paper programs may be backed by
external letters of credit or liquidity facilities, or by an issuer’s
self-liquidity.

For other short-term municipal obligations, Moody's uses one
of two other short-term rating scales, the Municipal
Investment Grade (MIG) and Variable Municipal Investment
Grade (VMIG) scales discussed below.

MIG Ratings:
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Moody’s uses the MIG scale for US municipal cash flow
notes, bond anticipation notes and certain other short-term
obligations, which typically mature in three years or less.

MIG 1—This designation denotes superior credit quality.
Excellent protection is afforded by established cash flows,
highly reliable liquidity support, or demonstrated broad-based
access to the market for refinancing.

MIG 2—This designation denotes strong credit quality.
Margins of protection are ample, although not as large as in
the preceding group.

MIG 3—This designation denotes acceptable credit quality.
Liquidity and cash-flow protection may be narrow, and market
access for refinancing is likely to be less well-established.

SG—This designation denotes speculative-grade credit
quality. Debt instruments in this category may lack sufficient
margins of protection.

VMIG Ratings:

For variable rate demand obligations (VRDOs), Moody’s
assigns both a long-term rating and a short-term payment
obligation rating. The long-term rating addresses the issuer’s
ability to meet scheduled principal and interest payments. The
short-term payment obligation rating addresses the ability of
the issuer or the liquidity provider to meet any purchase price
payment obligation resulting from optional tenders (“on
demand”) and/or mandatory tenders of the VRDO. The short-
term payment obligation rating uses the VMIG scale.
Transitions of VMIG ratings with conditional liquidity support
differ from transitions of Prime ratings reflecting the risk that
external liquidity support will terminate if the issuer’s long-
term rating drops below investment grade.

For VRDOs, Moody'’s typically assigns a VMIG rating if the
frequency of the payment obligation is less than every three
years. If the frequency of the payment obligation is less than
three years, but the obligation is payable only with
remarketing proceeds, the VMIG short-term rating is not
assigned and it is denoted as “NR”. Industrial development
bonds in the US where the obligor is a corporate may carry a
VMIG rating that reflects Moody’s view of the relative
likelihood of default and loss. In these cases, liquidity
assessment is based on the liquidity of the corporate obligor.

VMIG 1—This designation denotes superior credit quality.
Excellent protection is afforded by the superior short-term
credit strength of the liquidity provider and structural and legal
protections.

VMIG 2—This designation denotes strong credit quality. Good
protection is afforded by the strong short- term credit strength
of the liquidity provider and structural and legal protections.

VMIG 3—This designation denotes acceptable credit quality.
Adequate protection is afforded by the satisfactory short-term



credit strength of the liquidity provider and structural and legal
protections.

SG—This designation denotes speculative-grade credit
quality. Demand features rated in this category may be
supported by a liquidity provider that does not have a
sufficiently strong short-term rating or may lack structural or
legal protections.

Description of Moody’s Ratings’ National Scale Long-
Term Ratings:

Moody’s long-term National Scale Ratings (NSRs) are
opinions of the relative creditworthiness of issuers and
financial obligations within a particular country. NSRs are not
designed to be compared among countries; rather, they
address relative credit risk within a given country. Moody's
assigns national scale ratings in certain local capital markets
in which investors have found the global rating scale provides
inadequate differentiation among credits or is inconsistent
with a rating scale already in common use in the country.

In each specific country, the last two characters of the rating
indicate the country in which the issuer is located or the
financial obligation was issued (e.g., Aaa.ke for Kenya).

Long-Term NSR Scale

Aaa.n Issuers or issues rated Aaa.n demonstrate the
strongest creditworthiness relative to other domestic issuers
and issuances.

Aa.n Issuers or issues rated Aa.n demonstrate very
strong creditworthiness relative to other domestic issuers and
issuances.

A.n Issuers or issues rated A.n demonstrate above-
average creditworthiness relative to other domestic issuers
and issuances.

Baa.n Issuers or issues rated Baa.n demonstrate average
creditworthiness relative to other domestic issuers and
issuances.

Ba.n Issuers or issues rated Ba.n demonstrate below-
average creditworthiness relative to other domestic issuers
and issuances.

B.n Issuers or issues rated B.n demonstrate weak
creditworthiness relative to other domestic issuers and
issuances.

Caa.n Issuers or issues rated Caa.n demonstrate very
weak creditworthiness relative to other domestic issuers and
issuances.

Ca.n Issuers or issues rated Ca.n demonstrate extremely
weak creditworthiness relative to other domestic issuers and
issuances.

Cn Issuers or issues rated C.n demonstrate the
weakest creditworthiness relative to other domestic issuers
and issuances.

Note: Moody’s appends numerical modifiers 1, 2, and 3 to
each generic rating classification from Aa through Caa. The
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modifier 1 indicates that the obligation ranks in the higher end
of its generic rating category; the modifier 2 indicates a mid-
range ranking; and the modifier 3 indicates a ranking in the
lower end of that generic rating category.

Description of S&P Global Ratings’ Long-Term Issue
Credit Ratings:

Issue credit ratings are based, in varying degrees, on S&P
Global Ratings’ analysis of the following considerations:

* The likelihood of payment—the capacity and willingness of
the obligor to meet its financial commitments on an
obligation in accordance with the terms of the obligation;

* The nature and provisions of the financial obligation, and
the promise S&P Global Ratings imputes; and

« The protection afforded by, and relative position of, the
financial obligation in the event of a bankruptcy,
reorganization, or other arrangement under the laws of
bankruptcy and other laws affecting creditors’ rights.

An issue rating is an assessment of default risk but may
incorporate an assessment of relative seniority or ultimate
recovery in the event of default. Junior obligations are
typically rated lower than senior obligations, to reflect lower
priority in bankruptcy, as noted above. (Such differentiation
may apply when an entity has both senior and subordinated
obligations, secured and unsecured obligations, or operating
company and holding company obligations.)

AAA—An obligation rated “AAA” has the highest rating
assigned by S&P Global Ratings. The obligor's capacity to
meet its financial commitments on the obligation is extremely
strong.

AA—An obligation rated “AA” differs from the highest-rated
obligations only to a small degree. The obligor's capacity to
meet its financial commitments on the obligation is very
strong.

A—An obligation rated “A” is somewhat more susceptible to
the adverse effects of changes in circumstances and
economic conditions than obligations in higher-rated
categories. However, the obligor’s capacity to meet its
financial commitments on the obligation is still strong.

BBB—An obligation rated “BBB” exhibits adequate protection
parameters. However, adverse economic conditions or
changing circumstances are more likely to weaken the
obligor’s capacity to meet its financial commitments on the
obligation.

BB, B, CCC, CC, and C—Obligations rated “BB”, “B”, “CCC”,
“CC”, and “C” are regarded as having significant speculative
characteristics. “BB” indicates the least degree of speculation
and “C” the highest. While such obligations will likely have
some quality and protective characteristics, these may be



outweighed by large uncertainties or major exposure to
adverse conditions.

BB—An obligation rated “BB” is less vulnerable to
nonpayment than other speculative issues. However, it faces
major ongoing uncertainties or exposure to adverse business,
financial, or economic conditions that could lead to the
obligor’s inadequate capacity to meet its financial
commitments on the obligation.

B—An obligation rated “B” is more vulnerable to nonpayment
than obligations rated “BB”, but the obligor currently has the
capacity to meet its financial commitments on the obligation.
Adverse business, financial, or economic conditions will likely
impair the obligor’s capacity or willingness to meet its financial
commitments on the obligation.

CCC—An obligation rated “CCC” is currently vulnerable to
nonpayment and is dependent upon favorable business,
financial, and economic conditions for the obligor to meet its
financial commitments on the obligation. In the event of
adverse business, financial, or economic conditions, the
obligor is not likely to have the capacity to meet its financial
commitments on the obligation.

CC—An obligation rated “CC” is currently highly vulnerable to
nonpayment.

The “CC” rating is used when a default has not yet occurred
but S&P Global Ratings expects default to be a virtual
certainty, regardless of the anticipated time to default.

C—An obligation rated “C” is currently highly vulnerable to
nonpayment, and the obligation is expected to have lower
relative seniority or lower ultimate recovery compared with
obligations that are rated higher.

D—An obligation rated “D” is in default or in breach of an
imputed promise. For non-hybrid capital instruments, the “D”
rating category is used when payments on an obligation are
not made on the date due, unless S&P Global Ratings
believes that such payments will be made within the next five
business days in the absence of a stated grace period or
within the earlier of the stated grace period or the next 30
calendar days. The “D” rating also will be used upon the filing
of a bankruptcy petition or the taking of similar action and
where default on an obligation is a virtual certainty, for
example due to automatic stay provisions. A rating on an
obligation is lowered to “D” if it is subject to a distressed debt
restructuring.

Note: The ratings from “AA” to “CCC” may be modified by the
addition of a plus (+) or minus (-) sign to show relative
standing within the rating categories.

Description of S&P Global Ratings’ Short-Term Issue
Credit Ratings:
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A-1—A short-term obligation rated “A-1” is rated in the
highest category by S&P Global Ratings. The obligor's
capacity to meet its financial commitments on the obligation is
strong. Within this category, certain obligations are
designated with a plus sign (+). This indicates that the
obligor’s capacity to meet its financial commitments on these
obligations is extremely strong.

A-2—A short-term obligation rated “A-2” is somewhat more
susceptible to the adverse effects of changes in
circumstances and economic conditions than obligations in
higher rating categories. However, the obligor's capacity to
meet its financial commitments on the obligation is
satisfactory.

A-3—A short-term obligation rated “A-3” exhibits adequate
protection parameters. However, adverse economic
conditions or changing circumstances are more likely to
weaken an obligor’s capacity to meet its financial
commitments on the obligation.

B—A short-term obligation rated “B” is regarded as vulnerable
and has significant speculative characteristics. The obligor
currently has the capacity to meet its financial commitments;
however, it faces major ongoing uncertainties that could lead
to the obligor's inadequate capacity to meet its financial
commitments.

C—A short-term obligation rated “C” is currently vulnerable to
nonpayment and is dependent upon favorable business,
financial, and economic conditions for the obligor to meet its
financial commitments on the obligation.

D—A short-term obligation rated “D” is in default or in breach
of an imputed promise. For non-hybrid capital instruments,
the “D” rating category is used when payments on an
obligation are not made on the date due, unless S&P Global
Ratings believes that such payments will be made within any
stated grace period.

However, any stated grace period longer than five business
days will be treated as five business days. The “D” rating also
will be used upon the filing of a bankruptcy petition or the
taking of a similar action and where default on an obligation is
a virtual certainty, for example due to automatic stay
provisions. A rating on an obligation is lowered to “D” if it is
subject to a distressed debt restructuring.

Description of S&P Global Ratings’ Municipal Short-Term
Note Ratings:

An S&P Global Ratings U.S. municipal note rating reflects
S&P Global Ratings’ opinion about the liquidity factors and
market access risks unique to the notes. Notes due in three
years or less will likely receive a note rating. Notes with an
original maturity of more than three years will most likely
receive a long-term debt rating. In determining which type of



rating, if any, to assign, S&P Global Ratings’ analysis will
review the following considerations:

* Amortization schedule—the larger the final maturity
relative to other maturities, the more likely it will be treated
as a note; and

 Source of payment—the more dependent the issue is on
the market for its refinancing, the more likely it will be
treated as a note.

SP-1—Strong capacity to pay principal and interest. An issue
determined to possess a very strong capacity to pay debt
service is given a plus (+) designation.

SP-2—Satisfactory capacity to pay principal and interest, with
some vulnerability to adverse financial and economic changes
over the term of the notes.

SP-3—Speculative capacity to pay principal and interest.

D—D” is assigned upon failure to pay the note when due,
completion of a distressed debt restructuring, or the filing of a
bankruptcy petition or the taking of similar action and where
default on an obligation is a virtual certainty, for example due
to automatic stay provisions.

Description of S&P Global Ratings’ Long-Term Issuer
Credit Ratings

AAA An obligor rated “AAA” has extremely strong capacity to
meet its financial commitments. “AAA” is the highest issuer
credit rating assigned by S&P Global Ratings.

AA An obligor rated “AA” has very strong capacity to meet its
financial commitments. It differs from the highest-rated
obligors only to a small degree.

A An obligor rated “A” has strong capacity to meet its
financial commitments but is somewhat more susceptible to
the adverse effects of changes in circumstances and
economic conditions than obligors in higher-rated categories.

BBB An obligor rated “BBB” has adequate capacity to meet
its financial commitments. However, adverse economic
conditions or changing circumstances are more likely to
weaken the obligor's capacity to meet its financial
commitments.

BB, B, CCC, and CC Obligors rated “BB”, “B”, “CCC”, and
“CC” are regarded as having significant speculative
characteristics. “BB” indicates the least degree of speculation
and “CC” the highest. While such obligors will likely have
some quality and protective characteristics, these may be
outweighed by large uncertainties or major exposure to
adverse conditions.

BB An obligor rated “BB” is less vulnerable in the near term
than other lower-rated obligors. However, it faces major
ongoing uncertainties and exposure to adverse business,
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financial, or economic conditions that could lead to the
obligor’s inadequate capacity to meet its financial
commitments.

B An obligor rated “B” is more vulnerable than the obligors
rated “BB”, but the obligor currently has the capacity to meet
its financial commitments. Adverse business, financial, or
economic conditions will likely impair the obligor’s capacity or
willingness to meet its financial commitments.

CCC An obligor rated “CCC” is currently vulnerable and is
dependent upon favorable business, financial, and economic
conditions to meet its financial commitments.

CC An obligor rated “CC” is currently highly vulnerable. The
“CC’ rating is used when a default has not yet occurred but

S&P Global Ratings expects default to be a virtual certainty,
regardless of the anticipated time to default.

SD and D An obligor is rated “SD” (selective default) or “D” if
S&P Global Ratings considers there to be a default on one or
more of its financial obligations, whether long- or short-term,
including rated and unrated obligations but excluding hybrid
instruments classified as regulatory capital or in nonpayment
according to terms. A “D” rating is assigned when S&P Global
Ratings believes that the default will be a general default and
that the obligor will fail to pay all or substantially all of its
obligations as they come due. An “SD” rating is assigned
when S&P Global Ratings believes that the obligor has
selectively defaulted on a specific issue or class of obligations
but it will continue to meet its payment obligations on other
issues or classes of obligations in a timely manner. A rating
on an obligor is lowered to “D” or “SD” if it is conducting a
distressed debt restructuring.

Ratings from “AA” to “CCC” may be modified by the addition
of a plus (+) or minus (-) sign to show relative standing within
the rating categories.

Description of S&P Global Ratings’ Short-Term Issuer
Credit Ratings

A-1 An obligor rated “A-1" has strong capacity to meet its
financial commitments. It is rated in the highest category by
S&P Global Ratings. Within this category, certain obligors are
designated with a plus sign (+). This indicates that the
obligor's capacity to meet its financial commitments is
extremely strong.

A-2 An obligor rated “A-2” has satisfactory capacity to meet
its financial commitments. However, it is somewhat more
susceptible to the adverse effects of changes in
circumstances and economic conditions than obligors in the
highest rating category.

A-3 An obligor rated “A-3" has adequate capacity to meet its
financial obligations. However, adverse economic conditions



or changing circumstances are more likely to weaken the
obligor’s capacity to meet its financial commitments.

B An obligor rated “B” is regarded as vulnerable and has
significant speculative characteristics. The obligor currently
has the capacity to meet its financial commitments; however,
it faces major ongoing uncertainties that could lead to the
obligor’s inadequate capacity to meet its financial
commitments.

C An obligor rated “C” is currently vulnerable to nonpayment
that would result in an “SD” or “D” issuer rating and is
dependent upon favorable business, financial, and economic
conditions to meet its financial commitments.

SD and D An obligor is rated “SD” (selective default) or “D” if
S&P Global Ratings considers there to be a default on one or
more of its financial obligations, whether long- or short-term,
including rated and unrated obligations but excluding hybrid
instruments classified as regulatory capital or in nonpayment
according to terms. A “D” rating is assigned when S&P Global
Ratings believes that the default will be a general default and
that the obligor will fail to pay all or substantially all of its
obligations as they come due. An “SD” rating is assigned
when S&P Global Ratings believes that the obligor has
selectively defaulted on a specific issue or class of obligations
but it will continue to meet its payment obligations on other
issues or classes of obligations in a timely manner. A rating
on an obligor is lowered to “D” or “SD” if it is conducting a
distressed debt restructuring.

Description of S&P Global Ratings’ Dual Ratings:

Dual ratings may be assigned to debt issues that have a put
option or demand feature. The first component of the rating
addresses the likelihood of repayment of principal and interest
as due, and the second component of the rating addresses
only the demand feature. The first component of the rating
can relate to either a short-term or long-term transaction and
accordingly use either short-term or long-term rating symbols.
The second component of the rating relates to the put option
and is assigned a short-term rating symbol (for example,
“AAA/A-1+" or “A-1+/A-1"). With U.S. municipal short-term
demand debt, the U.S. municipal short-term note rating
symbols are used for the first component of the rating (for
example, “SP-1+/A-1+").

Description of S&P Global Ratings’ Active Qualifiers:

S&P Global Ratings uses the following qualifiers that limit the
scope of a rating. The structure of the transaction can require
the use of a qualifier such as a “p” qualifier, which indicates
the rating addresses the principal portion of the obligation

only. A qualifier appears as a suffix and is part of the rating.

Federal deposit insurance limit: “L” qualifier. Ratings
qualified with “L” apply only to amounts invested up to federal
deposit insurance limits.

[}

Principal: “p” qualifier. This suffix is used for issues in which
the credit factors, the terms, or both that determine the
likelihood of receipt of payment of principal are different from
the credit factors, terms, or both that determine the likelihood
of receipt of interest on the obligation. The “p” suffix indicates
that the rating addresses the principal portion of the obligation

only and that the interest is not rated.

Preliminary ratings: “prelim” qualifier. Preliminary ratings,
with the “prelim” suffix, may be assigned to obligors or
obligations, including financial programs, in the circumstances
described below. Assignment of a final rating is conditional on
the receipt by S&P Global Ratings of appropriate
documentation. S&P Global Ratings reserves the right not to
issue a final rating. Moreover, if a final rating is issued, it may
differ from the preliminary rating.

* Preliminary ratings may be assigned to obligations, most
commonly structured and project finance issues, pending
receipt of final documentation and legal opinions.

* Preliminary ratings may be assigned to obligations that will
likely be issued upon the obligor's emergence from
bankruptcy or similar reorganization, based on late-stage
reorganization plans, documentation, and discussions with
the obligor. Preliminary ratings may also be assigned to
the obligors. These ratings consider the anticipated
general credit quality of the reorganized or post-bankruptcy
issuer as well as attributes of the anticipated obligation(s).

* Preliminary ratings may be assigned to entities that are
being formed or that are in the process of being
independently established when, in S&P Global Ratings’
opinion, documentation is close to final. Preliminary ratings
may also be assigned to the obligations of these entities.

* Preliminary ratings may be assigned when a previously
unrated entity is undergoing a well-formulated
restructuring, recapitalization, significant financing, or other
transformative event, generally at the point that investor or
lender commitments are invited. The preliminary rating
may be assigned to the entity and to its proposed
obligation(s). These preliminary ratings consider the
anticipated general credit quality of the obligor, as well as
attributes of the anticipated obligation(s), assuming
successful completion of the transformative event. Should
the transformative event not occur, S&P Global Ratings
would likely withdraw these preliminary ratings.

« A preliminary recovery rating may be assigned to an
obligation that has a preliminary issue credit rating.

Termination structures: “t” qualifier. This symbol indicates
termination structures that are designed to honor their
contracts to full maturity or, should certain events occur, to
terminate and cash settle all their contracts before their final
maturity date.



Counterparty instrument rating: “cir” qualifier. This symbol
indicates a counterparty instrument rating (CIR), which is a
forward-looking opinion about the creditworthiness of an
issuer in a securitization structure with respect to a specific
financial obligation to a counterparty (including interest rate
swaps, currency swaps, and liquidity facilities). The CIR is
determined on an ultimate payment basis; these opinions do
not take into account timeliness of payment.

Description of Fitch Ratings’ Corporate Finance
Obligations:

Ratings of individual securities or financial obligations of a
corporate issuer address relative vulnerability to default on an
ordinal scale. In addition, for financial obligations in corporate
finance, a measure of recovery given default on that liability is
also included in the rating assessment. This notably applies to
covered bonds ratings, which incorporate both an indication of
the probability of default and of the recovery given a default of
this debt instrument. On the contrary, ratings of debtor-in-
possession (DIP) obligations incorporate the expectation of
full repayment.

The relationship between the issuer scale and obligation
scale assumes a generic historical average recovery.
Individual obligations can be assigned ratings higher, lower,
or the same as that entity’s issuer rating or Issuer Default
Rating (IDR), based on their relative ranking, relative
vulnerability to default or based on explicit Recovery Ratings.

As a result, individual obligations of entities, such as
corporations, are assigned ratings higher, lower, or the same
as that entity’s issuer rating or IDR, except DIP obligation
ratings that are not based off an IDR and senior tranches of
Enhanced Equipment Trust Certificates, for which IDRs are
secondary dependencies, as Fitch focuses primarily on
structure, collateral and legal protection.

At the lower end of the ratings scale, Fitch publishes explicit
Recovery Ratings in many cases to complement issuer and
obligation ratings.

AAA: Highest Credit Quality. “AAA” ratings denote the lowest
expectation of credit risk. They are assigned only in cases of
exceptionally strong capacity for payment of financial
commitments. This capacity is highly unlikely to be adversely
affected by foreseeable events.

AA: Very High Credit Quality. “AA” ratings denote
expectations of very low credit risk. They indicate very strong
capacity for payment of financial commitments. This capacity
is not significantly vulnerable to foreseeable events.

A: High Credit Quality. “A” ratings denote expectations of low
credit risk. The capacity for payment of financial commitments
is considered strong. This capacity may, nevertheless, be
more vulnerable to adverse business or economic conditions
than is the case for higher ratings.
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BBB: Good Credit Quality. “BBB” ratings indicate that
expectations of credit risk are currently low. The capacity for
payment of financial commitments is considered adequate,
but adverse business or economic conditions are more likely
to impair this capacity.

BB: Speculative. “BB” ratings indicate an elevated
vulnerability to credit risk, particularly in the event of adverse
changes in business or economic conditions over time;
however, business or financial alternatives may be available
to allow financial commitments to be met.

B: Highly Speculative. “B” ratings indicate that material credit
risk is present.

CCC: Substantial Credit Risk. “CCC" ratings indicate that
substantial credit risk is present.

CC: Very High Levels of Credit Risk. “CC” ratings indicate
very high levels of credit risk.

C: Exceptionally High Levels of Credit Risk. “C” indicates
exceptionally high levels of credit risk.

The ratings of corporate finance obligations are linked to IDRs
(or sometimes Viability Ratings for banks and non-bank
financial institutions) by i) recovery expectations, including as
often indicated by Recovery Ratings assigned in the case of
low speculative grade issuers and ii) for banks and non-bank
financial institutions an assessment of nonperformance risk
relative to the risk captured in the IDR or Viability Ratings
(e.g. in respect of certain hybrid securities).

For performing obligations, the obligation rating represents
the risk of default including the effect of expected recoveries
on the credit risk should a default occur.

If the obligation rating is higher than the rating of the issuer,
this indicates above average recovery expectations in the
event of default. If the obligations rating is lower than the
rating of the issuer, this indicates low expected recoveries
should default occur.

Ratings in the categories of “CCC”, “CC” and “C” can also
relate to obligations or issuers that are in default. In this case,
the rating does not opine on default risk but reflects the
recovery expectation only.

Description of Fitch Ratings’ Issuer Default Ratings:

Rated entities in several sectors, including financial and non-
financial corporations, sovereigns, insurance companies and
some sectors within public finance, are generally assigned
IDRs. IDRs are also assigned to certain entities or enterprises
in global infrastructure, project finance and public finance.
IDRs opine on an entity’s relative vulnerability to default
including by way of a distressed debt exchange (DDE) on
financial obligations. The threshold default risk addressed by
the IDR is generally that of the financial obligations whose



non-payment would best reflect the uncured failure of that
entity. As such, IDRs also address relative vulnerability to
bankruptcy, administrative receivership or similar concepts.

In aggregate, IDRs provide an ordinal ranking of issuers
based on the agency’s view of their relative vulnerability to
default, rather than a prediction of a specific percentage
likelihood of default.

AAA: Highest Credit Quality. “AAA” ratings denote the lowest
expectation of default risk. They are assigned only in cases of
exceptionally strong capacity for payment of financial
commitments. This capacity is highly unlikely to be adversely
affected by foreseeable events.

AA: Very High Credit Quality. “AA” ratings denote
expectations of very low default risk. They indicate very
strong capacity for payment of financial commitments. This
capacity is not significantly vulnerable to foreseeable events.

A: High Credit Quality. “A” ratings denote expectations of low
default risk. The capacity for payment of financial
commitments is considered strong. This capacity may,
nevertheless, be more vulnerable to adverse business or
economic conditions than is the case for higher ratings.

BBB: Good Credit Quality. “BBB” ratings indicate that
expectations of default risk are currently low. The capacity for
payment of financial commitments is considered adequate,
but adverse business or economic conditions are more likely
to impair this capacity.

BB: Speculative. “BB” ratings indicate an elevated
vulnerability to default risk, particularly in the event of adverse
changes in business or economic conditions over time;
however, business or financial flexibility exists that supports
the servicing of financial commitments.

B: Highly Speculative. “B” ratings indicate that material
default risk is present, but a limited margin of safety remains.
Financial commitments are currently being met; however,
capacity for continued payment is vulnerable to deterioration
in the business and economic environment.

CCC: Substantial Credit Risk. Default is a real possibility.

CC: Very High Levels of Credit Risk. Very low margin for
safety. Default of some kind appears probable.

C: Near Default. A default or default-like process has begun,
or for a closed funding vehicle, payment capacity is
irrevocably impaired. Conditions that are indicative of a “C”
category rating for an issuer include:

» The issuer has entered into a grace or cure period
following non-payment of a material financial obligation;

« The formal announcement by the issuer or their agent of a
DDE; and
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* A closed financing vehicle where payment capacity is
irrevocably impaired such that it is not expected to pay
interest and/or principal in full during the life of the
transaction, but where no payment default is imminent.

RD: Restricted Default. “RD” ratings indicate an issuer that in
Fitch’s opinion has experienced:

¢ An uncured payment default or DDE on a bond, loan or
other material financial obligations, but has not entered
into bankruptcy filing, administration, receivership,
liquidation, or other formal winding-up procedure, and

* Has not otherwise ceased operating.
* This would include:

 The selective payment default on a specific class or
currency of debt;

 The uncured expiry of any applicable original grace
period, cure period or default forbearance period
following a payment default on a bank loan, capital
markets security or other material financial obligation;

D: Default. “D” ratings indicate an issuer that in Fitch’s opinion
has entered into bankruptcy filings, administration,
receivership, liquidation or other formal winding-up procedure
or which has otherwise ceased business.

Default ratings are not assigned prospectively to entities or
their obligations; within this context, non-payment on an
instrument that contains a deferral feature or grace period will
generally not be considered a default until after the expiration
of the deferral or grace period, unless a default is otherwise
driven by bankruptcy or other similar circumstance, or by a
distressed debt exchange.

In all cases, the assignment of a default rating reflects the
agency’s opinion as to the most appropriate rating category
consistent with the rest of its universe of ratings and may
differ from the definition of default under the terms of an
issuer’s financial obligations or local commercial practice.

Description of Fitch Ratings’ Structured Finance Long-
Term Obligation Ratings:

Ratings of structured finance obligations on the long-term
scale consider the obligations’ relative vulnerability to default.
These ratings are typically assigned to an individual security
or tranche in a transaction and not to an issuer.

AAA: Highest Credit Quality.

“AAA” ratings denote the lowest expectation of default risk.
They are assigned only in cases of exceptionally strong
capacity for payment of financial commitments. This capacity
is highly unlikely to be adversely affected by foreseeable
events.



AA: Very High Credit Quality.

“AA” ratings denote expectations of very low default risk. They
indicate very strong capacity for payment of financial
commitments. This capacity is not significantly vulnerable to
foreseeable events.

A: High Credit Quality.

“A” ratings denote expectations of low default risk. The
capacity for payment of financial commitments is considered
strong. This capacity may, nevertheless, be more vulnerable
to adverse business or economic conditions than is the case
for higher ratings.

BBB: Good Credit Quality.

“BBB" ratings indicate that expectations of default risk are
currently low. The capacity for payment of financial
commitments is considered adequate, but adverse business
or economic conditions are more likely to impair this capacity.

BB: Speculative.

“BB” ratings indicate an elevated vulnerability to default risk,
particularly in the event of adverse changes in business or
economic conditions over time.

B: Highly Speculative.

“B” ratings indicate that material default risk is present, but a
limited margin of safety remains. Financial commitments are
currently being met; however, capacity for continued payment
is vulnerable to deterioration in the business and economic
environment.

CCC: Substantial Credit Risk.

Very low margin for safety. Default is a real possibility.
CC: Very High Levels of Credit Risk.

Default of some kind appears probable.

C: Exceptionally High Levels of Credit Risk.
Default appears imminent or inevitable.

D: Default.

Indicates a default. Default generally is defined as one of the
following:

« Failure to make payment of principal and/or interest under
the contractual terms of the rated obligation;

« Bankruptcy filings, administration, receivership, liquidation
or other winding-up or cessation of the business of an
issuer/obligor; or
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* Distressed exchange of an obligation, where creditors
were offered securities with diminished structural or
economic terms compared with the existing obligation to
avoid a probable payment default.

Description of Fitch Ratings’ Country Ceilings Ratings:

Country Ceilings are expressed using the symbols of the
long-term issuer primary credit rating scale and relate to
sovereign jurisdictions also rated by Fitch on the IDR scale.
They reflect the agency’s judgment regarding the risk of
capital and exchange controls being imposed by the
sovereign authorities that would prevent or materially impede
the private sector’s ability to convert local currency into
foreign currency and transfer to non-resident creditors —
transfer and convertibility (T&C) risk. They are not ratings but
expressions of a cap for the foreign currency issuer ratings of
most, but not all, issuers in a given country. Intervention
through capital or currency controls where an issuer is
prevented comprehensively by its own government from
paying out on cross-border bonds, held by investors both
inside and outside its borders, would typically lead to a T&C
default.

Description of Fitch Ratings’ Sovereigns, Public Finance
and Global Infrastructure Obligations:

Ratings of public finance obligations, infrastructure and
project finance obligations on the long-term scale, structured
finance and fund finance obligations only consider the
obligations’ relative vulnerability to default.

In limited cases in U.S. public finance, where Chapter 9 of the
Bankruptcy Code provides reliably superior prospects for
ultimate recovery to local government obligations that benefit
from a statutory lien on revenues, Fitch reflects this in a
security rating with limited notching above the IDR. Recovery
expectations can also be reflected in a security rating in the
U.S. during the pendency of a bankruptcy proceeding under
the Code if there is sufficient visibility on potential recovery
prospects.

Recovery Ratings are only assigned to infrastructure and
project finance obligations, to indicate likely recovery
prospects upon request. They are assessed in parallel to
instrument ratings and typically do not influence the obligation
rating, which remains premised on vulnerability to default.

AAA: Highest Credit Quality. “AAA” ratings denote the lowest
expectation of default risk. They are assigned only in cases of
exceptionally strong capacity for payment of financial
commitments. This capacity is highly unlikely to be adversely
affected by foreseeable events.

AA: Very High Credit Quality. “AA” ratings denote
expectations of very low default risk. They indicate very
strong capacity for payment of financial commitments. This
capacity is not significantly vulnerable to foreseeable events.



A: High Credit Quality. “A” ratings denote expectations of low
default risk. The capacity for payment of financial
commitments is considered strong. This capacity may,
nevertheless, be more vulnerable to adverse business or
economic conditions than is the case for higher ratings.

BBB: Good Credit Quality. “BBB” ratings indicate that
expectations of default risk are currently low. The capacity for
payment of financial commitments is considered adequate,
but adverse business or economic conditions are more likely
to impair this capacity.

BB: Speculative. “BB” ratings indicate an elevated
vulnerability to default risk, particularly in the event of adverse
changes in business or economic conditions over time.

B: Highly Speculative. “B” ratings indicate that material
default risk is present, but a limited margin of safety remains.
Financial commitments are currently being met; however,
capacity for continued payment is vulnerable to deterioration
in the business and economic environment.

CCC: Substantial Credit Risk. Very low margin for safety.
Default is a real possibility.

CC: Very High Levels of Credit Risk. Default of some kind
appears probable.

C: Exceptionally High Levels of Credit Risk. Default appears
imminent or inevitable.

D: Default. Indicates a default. Default generally is defined as
one of the following:

« Failure to make payment of principal and/or interest under
the contractual terms of the rated obligation;

« Bankruptcy filings, administration, receivership, liquidation
or other winding-up or cessation of the business of an
issuer/obligor where payment default on an obligation is a
virtual certainty; or

« Distressed exchange of an obligation, where creditors
were offered securities with diminished structural or
economic terms compared with the existing obligation to
avoid a probable payment default.

Notes: In U.S. public finance, obligations may be pre-
refunded, where funds sufficient to meet the requirements of
the respective obligations are placed in an escrow account.
When obligation ratings are maintained based on the
escrowed funds and their structural elements, the ratings
carry the suffix ‘pre” (e.g. "AAApre”, “AA+pre’).

Structured Finance Defaults

Imminent default, categorized under “C”, typically refers to the
occasion where a payment default has been intimated by the
issuer and is all but inevitable. This may, for example, be
where an issuer has missed a scheduled payment but (as is
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typical) has a grace period during which it may cure the
payment default. Another alternative would be where an
issuer has formally announced a distressed debt exchange,
but the date of the exchange still lies several days or weeks in
the immediate future.

Additionally, in structured finance transactions, where
analysis indicates that an instrument is irrevocably impaired
such that it is not expected to pay interest and/or principal in
full in accordance with the terms of the obligation’s
documentation during the life of the transaction, but where no
payment default in accordance with the terms of the
documentation is imminent, the obligation will typically be
rated in the “C” category.

Structured Finance Write-downs

Where an instrument has experienced an involuntary and, in
the agency’s opinion, irreversible write-down of principal (i.e.
other than through amortization, and resulting in a loss to the
investor), a credit rating of “D” will be assigned to the
instrument. Where the agency believes the write-down may
prove to be temporary (and the loss may be written up again
in future if and when performance improves), then a credit
rating of “C” will typically be assigned. Should the write-down
then later be reversed, the credit rating will be raised to an
appropriate level for that instrument. Should the write-down
later be deemed as irreversible, the credit rating will be
lowered to “D”.

Notes:

In the case of structured finance, while the ratings do not
address the loss severity given default of the rated liability,
loss severity assumptions on the underlying assets are
nonetheless typically included as part of the analysis. Loss
severity assumptions are used to derive pool cash flows
available to service the rated liability.

The suffix “sf” denotes an issue that is a structured finance
transaction.

Description of Fitch Ratings’ Short-Term Ratings
Assigned to Issuers and Obligations:

A short-term issuer or obligation rating is based in all cases
on the short-term vulnerability to default of the rated entity
and relates to the capacity to meet financial obligations in
accordance with the documentation governing the relevant
obligation. Short-term deposit ratings may be adjusted for loss
severity. Short-Term Ratings are assigned to obligations
whose initial maturity is viewed as “short term” based on
market convention (a long-term rating can also be used to
rate an issue with short maturity). Typically, this means a
timeframe of up to 13 months for corporate, sovereign, and
structured obligations, and up to 36 months for obligations in
U.S. public finance markets.



F1: Highest Short-Term Credit Quality. Indicates the strongest
intrinsic capacity for timely payment of financial commitments;
may have an added “+” to denote any exceptionally strong
credit feature.

F2: Good Short-Term Credit Quality. Good intrinsic capacity
for timely payment of financial commitments.

F3: Fair Short-Term Credit Quality. The intrinsic capacity for
timely payment of financial commitments is adequate.

B: Speculative Short-Term Credit Quality. Minimal capacity
for timely payment of financial commitments, plus heightened
vulnerability to near term adverse changes in financial and
economic conditions.

C: High Short-Term Default Risk. Default is a real possibility.

RD: Restricted Default. Indicates an entity that has defaulted
on one or more of its financial commitments, although it
continues to meet other financial obligations. Typically
applicable to entity ratings only.

D: Default. Indicates a broad-based default event for an
entity, or the default of a short-term obligation.
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Appendix A
Western Asset Management Company, LLC
Proxy Voting Policies and Procedures
BACKGROUND

An investment adviser is required to adopt and implement policies and procedures that we believe are reasonably
designed to ensure that proxies are voted in the best interest of clients, in accordance with fiduciary duties and Rule 206(4)-6
under the Investment Advisers Act of 1940 (“Advisers Act”). The authority to vote the proxies of our clients is established through
investment management agreements or comparable documents. In addition to SEC requirements governing advisers, long-
standing fiduciary standards and responsibilities have been established for ERISA accounts. Unless a manager of ERISA assets
has been expressly precluded from voting proxies, the Department of Labor has determined that the responsibility for these votes
lies with the investment manager.

POLICY

As a fixed income only manager, the occasion to vote proxies is very rare, for instance, in particular when fixed income
securities are converted into equity by its terms or in connection with a bankruptcy or corporate workout. However, the Firm has
adopted and implemented policies and procedures that we believe are reasonably designed to ensure that proxies are voted in the
best interest of clients, in accordance with our fiduciary duties and Rule 206(4)-6 under the Advisers Act. In addition to SEC
requirements governing advisers, our proxy voting policies reflect the long-standing fiduciary standards and responsibilities for
ERISA accounts. Unless a manager of ERISA assets has been expressly precluded from voting proxies, the Department of Labor
has determined that the responsibility for these votes lies with the investment manager.

While the guidelines included in the procedures are intended to provide a benchmark for voting standards, each vote is
ultimately cast on a case-by-case basis, taking into consideration the Firm’s contractual obligations to our clients and all other
relevant facts and circumstances at the time of the vote (such that these guidelines may be overridden to the extent the Firm
deems appropriate).

In exercising its voting authority, Western Asset will not consult or enter into agreements with officers, directors or
employees of Franklin Resources (Franklin Resources includes Franklin Resources, Inc. and organizations operating as Franklin
Resources) or any of its affiliates (other than Western Asset affiliated companies) regarding the voting of any securities owned by
its clients.

PROCEDURES
Responsibility and Oversight

The Legal and Compliance Group is responsible for administering and overseeing the proxy voting process. The
gathering of proxies is coordinated through the Corporate Actions team of the Investment Operations Group (“Corporate Actions”).
Research analysts and portfolio managers are responsible for determining appropriate voting positions on each proxy utilizing any
applicable guidelines contained in these procedures.

Client Authority

The Investment Management Agreement for each client is reviewed at account start-up for proxy voting instructions. If an
agreement is silent on proxy voting but contains an overall delegation of discretionary authority or if the account represents assets
of an ERISA plan, Western Asset will assume responsibility for proxy voting. The Portfolio Compliance Group maintains a matrix of
proxy voting authority.

Proxy Gathering

Registered owners of record, client custodians, client banks and trustees (“Proxy Recipients”) that receive proxy
materials on behalf of clients should forward them to Corporate Actions. Proxy Recipients for new clients (or, if Western Asset
becomes aware that the applicable Proxy Recipient for an existing client has changed, the Proxy Recipient for the existing client)
are notified at start-up of appropriate routing to Corporate Actions of proxy materials received and reminded of their responsibility
to forward all proxy materials on a timely basis. If Western Asset personnel other than Corporate Actions receive proxy materials,
they should promptly forward the materials to Corporate Actions.
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Proxy Voting

Once proxy materials are received by Corporate Actions, they are forwarded to the Portfolio Compliance Group for
coordination and the following actions:

a. Proxies are reviewed to determine accounts impacted.
b. Impacted accounts are checked to confirm Western Asset voting authority.
C. Where appropriate, the Regulatory Affairs Group reviews the issues presented to determine any material

conflicts of interest. (see Conflicts of Interest section of these procedures for further information on determining material conflicts of
interest.)

d. If a material conflict of interest exists, (i) to the extent reasonably practicable and permitted by applicable law,
the client is promptly notified, the conflict is disclosed and Western Asset obtains the client's proxy voting instructions, and (i) to
the extent that it is not reasonably practicable or permitted by applicable law to notify the client and obtain such instructions (e.g.,
the client is a mutual fund or other commingled vehicle or is an ERISA plan client), Western Asset seeks voting instructions from
an independent third party

e. The Portfolio Compliance Group provides proxy material to the appropriate research analyst or portfolio
manager to obtain their recommended vote. Research analysts and portfolio managers determine votes on a case-by-case basis
taking into account the voting guidelines contained in these procedures. For avoidance of doubt, depending on the best interest of
each individual client, Western Asset may vote the same proxy differently for different clients. The analyst’s or portfolio manager’s
basis for their decision is documented and maintained by the Portfolio Compliance Group.

f. Portfolio Compliance Group votes the proxy pursuant to the instructions received in (d) or (e) and returns the
voted proxy as indicated in the proxy materials.

Timing

Western Asset’s Legal and Compliance Department personnel act in such a manner to ensure that, absent special
circumstances, the proxy gathering and proxy voting steps noted above can be completed before the applicable deadline for
returning proxy votes.

Recordkeeping

Western Asset maintains records of proxies voted pursuant to Rule 204-2 of the Advisers Act and ERISA DOL Bulletin
94-2. These records include:

a. A copy of Western Asset’s proxy voting policies and procedures.

b. Copies of proxy statements received with respect to securities in client accounts.

C. A copy of any document created by Western Asset that was material to making a decision how to vote proxies.
d Each written client request for proxy voting records and Western Asset’s written response to both verbal and

written client requests.

e. A proxy log including:
1. Issuer name;
2. Exchange ticker symbol of the issuer’s shares to be voted;
3. Committee on Uniform Securities Identification Procedures (“CUSIP”) number for the shares to be
voted;
4, A brief identification of the matter voted on;
5. Whether the matter was proposed by the issuer or by a shareholder of the issuer;
6. Whether a vote was cast on the matter;
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7. A record of how the vote was cast;
8. Whether the vote was cast for or against the recommendation of the issuer's management team;

9. Funds are required to categorize their votes so that investors can focus on the topics they find
important. Categories include, for example, votes related to director elections, audit-related, extraordinary
transactions, say-on-pay, shareholder rights and defenses, compensation, and the environment or climate,
among others; and

10. Funds are required to disclose the number of shares voted or instructed to be cast, as well as how
securities lending activities impacted their voting i.e. the number of shares loaned but not recalled and,
therefore, not voted by the fund.

Records are maintained in an easily accessible place for a period of not less than five (5) years with the first two (2)
years in Western Asset’s offices.

Disclosure

Western Asset’s proxy policies and procedures are described in the Firm’s Form ADV Part 2A. Clients are provided with
a copy of these policies and procedures upon request. In addition, clients may receive reports on how their proxies have been
voted, upon request.

Conflicts of Interest

All proxies that potentially present conflicts of interest are reviewed by the Regulatory Affairs Group for a materiality
assessment. Issues to be reviewed include, but are not limited to:

a. Whether Western Asset (or, to the extent required to be considered by applicable law, its affiliates) manages
assets for the company or an employee group of the company or otherwise has an interest in the company;

b. Whether Western Asset or an officer or director of Western Asset or the applicable portfolio manager or analyst
responsible for recommending the proxy vote (together, “Voting Persons”) is a close relative of or has a personal or business
relationship with an executive, director or person who is a candidate for director of the company or is a participant in a proxy
contest; and

C. Whether there is any other business or personal relationship where a Voting Person has a personal interest in
the outcome of the matter before shareholders.

Voting Guidelines

Western Asset’s substantive voting decisions are based on the particular facts and circumstances of each proxy vote and
are evaluated by the designated research analyst or portfolio manager. The examples outlined below are meant as guidelines to
aid in the decision-making process.

Situations can arise in which more than one Western Asset client invests in instruments of the same issuer or in which a
single client may invest in instruments of the same issuer but in multiple accounts or strategies. Multiple clients or the same client
in multiple accounts or strategies may have different investment objectives, investment styles, or investment professionals involved
in making decisions. While there may be differences, votes are always cast in the best interests of the client and the investment
objectives agreed with Western Asset. As a result, there may be circumstances where Western Asset casts different votes on
behalf of different clients or on behalf of the same client with multiple accounts or strategies.

Guidelines are grouped according to the types of proposals generally presented to shareholders. Part | deals with
proposals which have been approved and are recommended by a company’s board of directors; Part Il deals with proposals
submitted by shareholders for inclusion in proxy statements; Part |1l addresses issues relating to voting shares of investment
companies; and Part [V addresses unique considerations pertaining to foreign issuers.

l. Board Approved Proposals

The vast majority of matters presented to shareholders for a vote involve proposals made by a company itself that have
been approved and recommended by its board of directors. In view of the enhanced corporate governance practices currently
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being implemented in public companies, Western Asset generally votes in support of decisions reached by independent boards of
directors. More specific guidelines related to certain board-approved proposals are as follows:

1. Matters relating to the Board of Directors

Western Asset votes proxies for the election of the company’s nominees for directors and for board-approved proposals
on other matters relating to the board of directors with the following exceptions:

a. Votes are withheld for the entire board of directors if the board does not have a majority of independent
directors or the board does not have nominating, audit and compensation committees composed solely of independent directors.

b. Votes are withheld for any nominee for director who is considered an independent director by the company and
who has received compensation from the company other than for service as a director.

C. Votes are withheld for any nominee for director who attends less than 75% of board and committee meetings
without valid reasons for absences.

d. Votes are cast on a case-by-case basis in contested elections of directors.
2, Matters relating to Executive Compensation

Western Asset generally favors compensation programs that relate executive compensation to a company’s long-term
performance. Votes are cast on a case-by-case basis on board-approved proposals relating to executive compensation, except as
follows:

a. Except where the firm is otherwise withholding votes for the entire board of directors, Western Asset votes for
stock option plans that will result in a minimal annual dilution.

b. Western Asset votes against stock option plans or proposals that permit replacing or repricing of underwater
options.

C. Western Asset votes against stock option plans that permit issuance of options with an exercise price below

the stock’s current market price.

d. Except where the firm is otherwise withholding votes for the entire board of directors, Western Asset votes for
employee stock purchase plans that limit the discount for shares purchased under the plan to no more than 15% of their market
value, have an offering period of 27 months or less and result in dilution of 10% or less.

3. Matters relating to Capitalization

The Management of a company’s capital structure involves a number of important issues, including cash flows, financing
needs and market conditions that are unique to the circumstances of each company. As a result, Western Asset votes on a case-
by-case basis on board-approved proposals involving changes to a company’s capitalization except where Western Asset is
otherwise withholding votes for the entire board of directors.

a. Western Asset votes for proposals relating to the authorization of additional common stock.
b. Western Asset votes for proposals to effect stock splits (excluding reverse stock splits).
C. Western Asset votes for proposals authorizing share repurchase programs.

4, Matters relating to Acquisitions, Mergers, Reorganizations and Other Transactions

Western Asset votes these issues on a case-by-case basis on board-approved transactions.
5. Matters relating to Anti-Takeover Measures
Western Asset votes against board-approved proposals to adopt anti-takeover measures except as follows:
a. Western Asset votes on a case-by-case basis on proposals to ratify or approve shareholder rights plans.

b. Western Asset votes on a case-by-case basis on proposals to adopt fair price provisions.
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6. Other Business Matters

Western Asset votes for board-approved proposals approving such routine business matters such as changing the
company’s name, ratifying the appointment of auditors and procedural matters relating to the shareholder meeting.

a. Western Asset votes on a case-by-case basis on proposals to amend a company’s charter or bylaws.
b. Western Asset votes against authorization to transact other unidentified, substantive business at the meeting.
1. Reporting of Financially Material Information

Western Asset generally believes issuers should disclose information that is material to their business. What qualifies as
“material” can vary, so votes are cast on a case-by-case basis but consistent with the overarching principle.

1. Shareholder Proposals

SEC regulations permit shareholders to submit proposals for inclusion in a company’s proxy statement. These proposals
generally seek to change some aspect of a company’s corporate governance structure or to change some aspect of its business
operations. Western Asset votes in accordance with the recommendation of the company’s board of directors on all shareholder
proposals, except as follows:

1. Western Asset votes for shareholder proposals to require shareholder approval of shareholder rights plans.

2. Western Asset votes for shareholder proposals that are consistent with Western Asset's proxy voting
guidelines for board-approved proposals.

3. Western Asset votes on a case-by-case basis on other shareholder proposals where the firm is otherwise
withholding votes for the entire board of directors.

Environmental or social issues that are the subject of a proxy vote will be considered on a case-by-case basis.
Constructive proposals that seek to advance the health of the issuer and the prospect for risk-adjusted returns to Western Asset’s
clients are viewed more favorably than proposals that advance a single issue or limit the ability of management to meet its
operating objectives.

M. Voting Shares of Investment Companies

Western Asset may utilize shares of open or closed-end investment companies to implement its investment strategies.
Shareholder votes for investment companies that fall within the categories listed in Parts | and Il above are voted in accordance
with those guidelines.

1. Western Asset votes on a case-by-case basis on proposals relating to changes in the investment objectives of
an investment company taking into account the original intent of the fund and the role the fund plays in the clients’ portfolios.

2. Western Asset votes on a case-by-case basis all proposals that would result in increases in expenses (e.g.,
proposals to adopt 12b-1 plans, alter investment advisory arrangements or approve fund mergers) taking into account comparable
expenses for similar funds and the services to be provided.

Iv. Voting Shares of Foreign Issuers

In the event Western Asset is required to vote on securities held in non-U.S. issuers — i.e. issuers that are incorporated
under the laws of a foreign jurisdiction and that are not listed on a U.S. securities exchange or the NASDAQ stock market, the
following guidelines are used, which are premised on the existence of a sound corporate governance and disclosure framework.
These guidelines, however, may not be appropriate under some circumstances for foreign issuers and therefore apply only where
applicable.

1. Western Asset votes for shareholder proposals calling for a majority of the directors to be independent of
management.

2. Western Asset votes for shareholder proposals seeking to increase the independence of board nominating, audit and
compensation committees.
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3. Western Asset votes for shareholder proposals that implement corporate governance standards similar to those
established under U.S. federal law and the listing requirements of U.S. stock exchanges, and that do not otherwise violate the laws
of the jurisdiction under which the company is incorporated.

4. Western Asset votes on a case-by-case basis on proposals relating to (1) the issuance of common stock in excess of
20% of a company'’s outstanding common stock where shareholders do not have preemptive rights, or (2) the issuance of common
stock in excess of 100% of a company’s outstanding common stock where shareholders have preemptive rights.

V. Sustainable Investing Matters

Western Asset incorporates sustainable investing considerations, among other relevant risks, as part of the overall
investment process. Environmental, Social and Governance (ESG) research is integrated with the Firm’s general research process
and led by its sector specialists, who analyze ESG facts in conjunction with traditional metrics. The Firm seeks to identify and
consider material risks to the investment thesis, including material risks presented by ESG factors. While Western Asset is
primarily a fixed income manager, opportunities to vote proxies are considered on the investment merits of the instruments and
strategies involved.

As a general proposition, Western Asset votes to encourage disclosure of information material to their business. This
principle extends to ESG matters. What qualifies as “material” can vary, so votes are cast on a case-by-case basis but consistent
with the overarching principle. Western Asset recognizes that objective standards and criteria may not be available or universally
agreed and that there may be different views and subjective analysis regarding factors and their significance.

Targeted environmental or social issues that are the subject of a proxy vote will be considered on a case-by-case basis.
Constructive proposals that seek to advance the health of the issuer and the prospect for risk-adjusted returns to Western Asset’s
clients are viewed more favorably than proposals that advance a single issue or limit the ability of management to meet its
operating objectives.

Retirement Accounts

For accounts subject to ERISA, as well as other retirement accounts, Western Asset is presumed to have the
responsibility to vote proxies for the client. The Department of Labor has issued a bulletin that states that investment managers
have the responsibility to vote proxies on behalf of Retirement Accounts unless the authority to vote proxies has been specifically
reserved to another named fiduciary. Furthermore, unless Western Asset is expressly precluded from voting the proxies, the
Department of Labor has determined that the responsibility remains with the investment manager.

In order to comply with the Department of Labor’s position, Western Asset will be presumed to have the obligation to vote
proxies for its retirement accounts unless Western Asset has obtained a specific written instruction indicating that: (a) the right to
vote proxies has been reserved to a named fiduciary of the client, and (b) Western Asset is precluded from voting proxies on behalf
of the client. If Western Asset does not receive such an instruction, Western Asset will be responsible for voting proxies in the best
interests of the retirement account client and in accordance with any proxy voting guidelines provided by the client.

Disclosure

© Western Asset Management Company, LLC 2024. This publication is the property of Western Asset and is intended for the sole use of its clients, consultants,
and other intended recipients. It should not be forwarded to any other person. Contents herein should be treated as confidential and proprietary information. This
material may not be reproduced or used in any form or medium without express written permission. Past results are not indicative of future investment results. This
publication is for informational purposes only and reflects the current opinions of Western Asset. Information contained herein is believed to be accurate but cannot
be guaranteed. The opinions represented are not intended as an offer or solicitation with respect to the purchase or sale of any security and are subject to change
without notice. Statements in this material should not be considered investment advice. Employees and/or clients of Western Asset may have a position in the
securities mentioned. This publication has been prepared without taking into account your objectives, financial situation or needs. Before acting on this information,
you should consider its appropriateness having regard to your objectives, financial situation, or needs. It is your responsibility to be aware of and observe the
applicable laws and regulations of your country of residence.
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