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FRANKLIN ALLOCATION VIP FUND

Investment Goal

Capital appreciation. Its secondary goal is income.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2 Class 4

Management fees 0.55% 0.55% 0.55%
Distribution and service (12b-1) fees None 0.25% 0.35%
Other expenses 0.06% 0.06% 0.06%
Acquired fund fees and expenses 0.01% 0.01% 0.01%
Total annual Fund operating

0, o o
expenses’ 0.62% 0.87% 0.97%

Fee waiver and/or expense

reimbursement -0.05% -0.05% -0.05%

Total annual Fund operating

expenses after fee waiver and/or

expense reimbursement 0.57% 0.82% 0.92%
1 Total annual Fund operating expenses differ from the ratio of expenses to

average net assets shown in the Financial Highlights, which reflect the operating
expenses of the Fund and do not include acquired fund fees and expenses.

2. The investment manager has agreed to waive fees and/or reimburse operating
expenses (excluding Rule 12b-1 fees, interest expense and certain non-routine
expenses or costs, such as those relating to litigation, indemnification,
reorganizations and liquidations) for the Fund so that the ratio of total annual fund
operating expenses will not exceed 0.57% for each share class. The investment
manager has also agreed to reduce its fees to reflect reduced services resulting
from the Fund’s investments in Franklin Templeton affiliated funds. These
contractual arrangements are expected to continue until April 30, 2027. During the
terms, the fee waiver and expense reimbursement agreements may not be
terminated or amended without approval of the board of trustees except to add
series or classes, to reflect the extension of termination dates or to lower the
waiver and expense limitation (which would result in lower fees for shareholders).

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. The Example reflects adjustments made to the
Fund's operating expenses due to the fee waivers and/or
expense reimbursements by management for the 1 Year
numbers only. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

FUND SUMMARY

1 Year 3 Years 5 Years Yea1rg
Class 1 $58 $193 $340 $769
Class 2 $84 $273 $477 $1,068
Class 4 $94 $304 $531 $1,185

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 41.77% of the average
value of its portfolio.

Principal Investment Strategies

The Fund seeks to achieve its investment goals by allocating
its assets among the broad asset classes of equity and fixed
income investments through a variety of investment
strategies or “sleeves” managed by the investment manager
or its affiliates. The Fund is structured as a multi-manager
fund (meaning the Fund’s assets are managed by multiple
sub-advisors), with the investment manager having overall
responsibility for the Fund’s investments. The investment
manager allocates assets among various asset classes and
strategy sleeves to seek to diversify the Fund’s portfolio, to
add incremental return, and to reduce the Fund’s risk of
being significantly impacted by changes in a specific asset
class or by changing market conditions. The investment
manager may, at times, implement a risk overlay strategy,
which seeks to neutralize certain market risks that may exist
in the Fund primarily through the use of equity and interest
rate/bond futures.

Under normal market conditions, the Fund allocates
approximately 60% of its assets to the equity asset class
and 40% of its assets to the fixed income asset class by
allocating the Fund’s assets among the various sleeves. The
Fund’s asset allocation may change from time to time based
on market conditions and the investment manager’s
strategic and tactical asset allocation views. The Fund’s
equity and fixed income investments typically will not vary by
more than 10% from the stated allocations; however,
appreciation and/or depreciation in the value of the Fund’s
investments may cause the relative percentages to vary by
more than 10%. The investment manager rebalances the
Fund's portfolio to bring the Fund back to its typical
allocation on a periodic basis, typically when market values
deviate from target weights beyond predefined thresholds or
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FUND SUMMARY

when the manager’s view on asset classes changes. In
addition, during adverse market conditions, the investment
manager, in its sole discretion, may tactically manage the
Fund’s risk exposure on a Fund level, which could cause the
Fund’s allocations to vary by more than 10% from the stated
allocations. The investment manager uses a variety of
techniques to adjust the Fund’s exposure to certain asset
classes to manage risk including allocating additional assets
or reducing assets allocated to certain sleeves, holding
additional cash and cash equivalents in the Fund’s portfolio,
or using certain equity, interest rate and currency derivative
instruments.

The Fund may invest in securities of U.S. and foreign
companies in both the equity and fixed income sleeves,
although the Fund currently does not anticipate investing
more than 30% of its net assets in securities of issuers
domiciled outside the United States. Through its sleeves, the
Fund may invest in a variety of equity securities of any
capitalization size and a variety of government and
corporate fixed income investments that have variable or
fixed interest rates and may be of any duration or maturity.

In addition, the portfolio managers of the Fund's sleeves
may focus on investing in fixed income securities that could
include bonds, notes, debentures, banker’s acceptances
and commercial paper; loans and loan participations; floating
rate notes and mortgage-backed or asset-backed securities.
The Fund may also invest a small portion of its assets in
other mutual funds, which include other Franklin Templeton
affiliated mutual funds, and Franklin Templeton affiliated and
third-party exchange-traded funds (ETFs) (underlying funds),
in order to gain exposure to certain asset classes or for
tactical positioning. The Fund generally invests in investment
grade debt securities, but may invest a small portion of its
total assets in bonds rated below investment grade.

The Fund regularly uses currency-related derivatives,
including forward foreign currency exchange contracts,
currency futures contracts, currency swaps and currency
options to hedge (protect) against currency risks. The Fund
also regularly uses a variety of equity-related derivatives,
which may include purchasing or selling call and put options
on equity securities and equity security indices, futures on
equity securities and equity indexes and options on equity
index futures, for various purposes including enhancing
Fund returns, increasing liquidity, gaining exposure to
particular instruments in more efficient or less expensive
ways and/or hedging risks relating to changes in certain
equity markets. In addition, the Fund regularly uses interest
rate and credit derivatives, including interest rate swaps,
interest rate/bond futures contracts and credit default swaps
for various purposes including enhancing Fund returns,
increasing liquidity, gaining exposure to particular
instruments in more efficient or less expensive ways and/or
hedging risks relating to changes in interest rates. The use
of such derivative transactions may allow the Fund to obtain
net long or net short exposures to selected markets, interest
rates, countries, currencies or durations. The investment
manager’s risk overlay strategy may involve investing in
derivatives in an effort to provide a hedge against negative

market events. When implemented, the risk overlay strategy
will reduce the Fund's ability to benefit from positive market
movements.

In determining an optimal mix of the equity and fixed income
asset classes for the Fund, the investment manager
assesses changing economic, market and industry
conditions. The investment manager allocates among
strategy sleeves utilizing a top-down approach, generating
the Fund's strategy weightings by taking into account market
conditions, risk factors, diversification, liquidity, transparency
and other investment options, among other things.

Allocations to the individually managed sleeves discussed
below typically will not exceed 20%, but will vary with market
conditions; however, under normal market conditions, no
sleeve constitutes a majority of the Fund’s assets. The
investment manager may select additional strategies
managed by the investment manager or other Franklin
Templeton affiliated managers for investment, other than
those listed below, without notice to, or approval by,
shareholders. Unless indicated, the individual strategy
sleeves are managed by the investment manager.

ClearBridge Large Cap Growth Strategy. The strategy
seeks long-term growth of capital by taking a concentrated,
long-term approach to generating growth by owning three
types of growth companies across the spectrum of growth
and volatility that can thrive through varying market
environments.

ClearBridge Large Cap Value Strategy. The strategy
seeks long-term growth of capital by exploiting market
inefficiencies to identify strong businesses at attractive
valuations that it can hold for long time periods.

Franklin Emerging Markets Core Equity Strategy. This
strategy seeks capital appreciation by investing in equity
securities of issuers located in “emerging market countries”.
The investable universe typically includes equity securities of
companies in the MSCI Emerging Market Equity Index. The
investment manager uses a multi-factor process to
determine securities that have favorable exposure to quality,
value, momentum and alternative factors.

Franklin International Core Equity Strategy. This strategy
seeks capital appreciation by investing predominately in
non-U.S. equity securities of any capitalization. The
investible universe typically includes both growth and value
companies in the MSCI EAFE index. The investment
manager uses a multi-factor process to determine securities
that have favorable exposure to quality, value, momentum
and alternative factors.

Franklin International Growth Strategy. The strategy
seeks capital appreciation by investing predominantly in the
equity securities of mid and large capitalization companies
outside the U.S. with long-term growth potential.

Franklin U.S. Core Equity Strategy. This strategy seeks
capital appreciation by investing in U.S. equity securities.
The investable universe typically includes equity securities of
companies in the Russell 1000 Index. The investment
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manager uses a multi-factor process to determine securities
that have favorable exposure to quality, value, momentum
and alternative factors.

Franklin U.S. Smart Beta Equity Strategy. The strategy
seeks long-term capital appreciation by investing
substantially in U.S. equities using a proprietary, systematic
model to screen, weigh and select securities, starting with
those in a broad-market U.S. equity index (currently the
Russell 1000 Index).

Templeton Foreign Strategy. The strategy seeks long-term
capital growth by investing predominantly in foreign
securities which are equity securities of companies located
outside of the U.S., including developing markets.

Brandywine Global Opportunities Bond Strategy. The
strategy seeks to maximize total return by investing at least
80% of its net assets in fixed income securities of issuers
located in developed market countries. The Fund will invest
in both investment grade and below investment grade fixed
income securities.

Franklin Investment Grade Corporate Strategy. The
strategy seeks as high a level of current income as is
consistent with prudent investing, while seeking preservation
of capital, by investing predominantly in investment grade
corporate debt securities and investments.

Franklin U.S. Core Bond Strategy. This strategy seeks
total return by investing substantially in bonds of U.S.
issuers, including government, corporate debt, mortgage-
backed and asset-backed securities. The strategy focuses
predominately on investment grade debt securities and is
generally expected to have sector, credit and duration
exposures comparable to the Bloomberg U.S. Aggregate
Bond Index.

Franklin U.S. Treasury Securities Strategy. This strategy
seeks income by investing in direct obligations of the U.S.
Treasury of any maturity and investments that provide
exposure to direct obligations of the U.S. Treasury.

Putnam Core Bond Strategy. The strategy seeks high
current income consistent with what the portfolio managers
believe to be prudent risk, by investing in mortgage-backed
securities, corporate bonds, and other government
obligations.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to

FUND SUMMARY

the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Management and Asset Allocation: The Fund is actively
managed and could experience losses if the investment
manager's or sub-advisors' judgment and decisions about
markets, future volatility, interest rates, industries, sectors
and regions or the attractiveness, relative values, liquidity,
effectiveness or potential appreciation of particular
investments made for the Fund'’s portfolio prove to be
incorrect. The investment manager's allocation of Fund
assets among different asset classes and strategy sleeves
investments may not prove beneficial in light of subsequent
market events. There can be no guarantee that these
techniques or the investment manager's or sub-advisors'
investment decisions will produce the desired results.

The investment manager and sub-advisors may use
modeling systems to implement one or more investment
strategies for the Fund. There is no assurance that the
modeling systems are complete or accurate, or
representative of future market cycles, nor will they
necessarily be beneficial to the Fund even if they are
accurate. They may negatively affect Fund performance and
the ability of the Fund to meet its investment goal for various
reasons including human judgment, inaccuracy of historical
data and non-quantitative factors (such as market or trading
system dysfunctions, investor fear or over-reaction).

Growth Style Investing: Growth stock prices reflect
projections of future earnings or revenues, and can,
therefore, fall dramatically if the company fails to meet those
projections. Growth stocks may be more expensive relative
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to their current earnings or assets compared to value or
other stocks, and if earnings growth expectations moderate,
their valuations may return to more typical norms, causing
their stock prices to fall. Prices of these companies’
securities may be more volatile than other securities,
particularly over the short term. In addition, investment styles
can go in and out of favor, which could cause additional
volatility in the prices of the Fund’s portfolio holdings.

Value Style Investing: A value stock may not increase in
price as anticipated by the investment manager if other
investors fail to recognize the company's value and bid up
the price, the markets favor faster-growing companies, or
the factors that the investment manager believes will
increase the price of the security do not occur or do not have
the anticipated effect.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, and includes risks associated with: (i)
internal and external political and economic developments —
e.g., the political, economic and social policies and
structures of some foreign countries may be less stable and
more volatile than those in the U.S. or some foreign
countries may be subject to trading restrictions or economic
sanctions; diplomatic and political developments could affect
the economies, industries, and securities and currency
markets of the countries in which the Fund is invested, which
can include rapid and adverse political changes; social
instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war; (ii)
trading practices — e.g., government supervision and
regulation of foreign securities and currency markets, trading
systems and brokers may be less than in the U.S.; (iii)
availability of information — e.g., foreign issuers may not be
subject to the same disclosure, accounting and financial
reporting standards and practices as U.S. issuers; (iv)
limited markets — e.g., the securities of certain foreign
issuers may be less liquid (harder to sell) and more volatile;
and (v) currency exchange rate fluctuations and policies —
e.g., fluctuations may negatively affect investments
denominated in foreign currencies and any income received
or expenses paid by the Fund in that foreign currency. The
risks of foreign investments may be greater in developing or
emerging market countries.

Currency Management Strategies: Currency
management strategies may substantially change the Fund'’s
exposure to currency exchange rates and could result in
losses to the Fund if currencies do not perform as the
investment manager expects. In addition, currency
management strategies, to the extent that they reduce the
Fund’s exposure to currency risks, also reduce the Fund’s
ability to benefit from favorable changes in currency
exchange rates. Using currency management strategies for
purposes other than hedging further increases the Fund’s
exposure to foreign investment losses. Currency markets
generally are not as regulated as securities markets. In
addition, currency rates may fluctuate significantly over short
periods of time, and can reduce returns.

Small and Mid Capitalization Companies: Securities
issued by small and mid capitalization companies may be
more volatile in price than those of larger companies and
may involve substantial risks. Such risks may include greater
sensitivity to economic conditions, less certain growth
prospects, lack of depth of management and funds for
growth and development, and limited or less developed
product lines and markets. In addition, small and mid
capitalization companies may be particularly affected by
interest rate increases, as they may find it more difficult to
borrow money to continue or expand operations, or may
have difficulty in repaying any loans. The markets for
securities issued by small and mid capitalization companies
also tend to be less liquid than the markets for securities
issued by larger companies.

Interest Rate: When interest rates rise, debt security prices
generally fall. The opposite is also generally true: debt
security prices rise when interest rates fall. Interest rate
changes are influenced by a number of factors, including
government policy, monetary policy, inflation expectations,
perceptions of risk, and supply of and demand for bonds. In
general, securities with longer maturities or durations are
more sensitive to interest rate changes.

Credit: An issuer of debt securities may fail to make interest
payments or repay principal when due, in whole or in part.
Changes in an issuer's financial strength or in a security's or
government's credit rating may affect a security's value.

Derivative Instruments: The performance of derivative
instruments depends largely on the performance of an
underlying instrument, such as a currency, security, interest
rate or index, and such instruments often have risks similar
to their underlying instrument, in addition to other risks.
Derivative instruments involve costs and can create
economic leverage in the Fund's portfolio which may result
in significant volatility and cause the Fund to participate in
losses (as well as gains) in an amount that exceeds the
Fund's initial investment. Other risks include illiquidity,
mispricing or improper valuation of the derivative instrument,
and imperfect correlation between the value of the derivative
and the underlying instrument so that the Fund may not
realize the intended benefits. When a derivative is used for
hedging, the change in value of the derivative may also not
correlate specifically with the currency, security, interest
rate, index or other risk being hedged. With over-the-counter
derivatives, there is the risk that the other party to the
transaction will fail to perform.

Income: The Fund's distributions to shareholders may
decline when prevailing interest rates fall, when the Fund
experiences defaults on debt securities it holds or when the
Fund realizes a loss upon the sale of a debt security.

Mortgage Securities and Asset-Backed Securities:
Mortgage securities differ from conventional debt securities
because principal is paid back periodically over the life of the
security rather than at maturity. The Fund may receive
unscheduled payments of principal due to voluntary
prepayments, refinancings or foreclosures on the underlying
mortgage loans. Because of prepayments, mortgage
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securities may be less effective than some other types of
debt securities as a means of "locking in" long-term interest
rates and may have less potential for capital appreciation
during periods of falling interest rates. A reduction in the
anticipated rate of principal prepayments, especially during
periods of rising interest rates, may increase or extend the
effective maturity and duration of mortgage securities,
making them more sensitive to interest rate changes, subject
to greater price volatility, and more susceptible than some
other debt securities to a decline in market value when
interest rates rise.

Issuers of asset-backed securities may have limited ability to
enforce the security interest in the underlying assets, and
credit enhancements provided to support the securities, if
any, may be inadequate to protect investors in the event of
default. Like mortgage securities, asset-backed securities
are subject to prepayment and extension risks.

Prepayment: Prepayment risk occurs when a debt security
can be repaid in whole or in part prior to the security's
maturity and the Fund must reinvest the proceeds it
receives, during periods of declining interest rates, in
securities that pay a lower rate of interest. Also, if a security
has been purchased at a premium, the value of the premium
would be lost in the event of prepayment. Prepayments
generally increase when interest rates fall.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Floating Rate Corporate Investments: Floating rate
corporate loans and corporate debt securities generally have
credit ratings below investment grade and may be subject to
resale restrictions. They are often issued in connection with
highly leveraged transactions, and may be subject to greater
credit risks than other investments including the possibility of
default or bankruptcy. In addition, a secondary market in
corporate loans may be subject to irregular trading activity,
wide bid/ask spreads and extended trade settlement
periods, which may impair the ability to accurately value
existing and prospective investments and to realize in a
timely fashion the full value upon the sale of a corporate
loan. A significant portion of floating rate investments may
be “covenant lite” loans that may contain fewer or less
restrictive constraints on the borrower or other borrower-
friendly characteristics.

Investing in Underlying Investment Companies: To the
extent the Fund invests in underlying investment companies,
including ETFs, the Fund’s performance is related to the
performance of the underlying investment companies held
by it. In addition, shareholders of the Fund will indirectly bear
the fees and expenses of the underlying investment
companies and such investments may be more costly than if
the Fund had owned the underlying securities directly. In
addition, the Fund pays brokerage commissions in
connection with the purchase and sale of shares of ETFs.

FUND SUMMARY

Liquidity: The trading market for a particular security or
type of security or other investments in which the Fund
invests may become less liquid or even illiquid. Reduced
liquidity will have an adverse impact on the Fund'’s ability to
sell such securities or other investments when necessary to
meet the Fund’s liquidity needs, which may arise or increase
in response to a specific economic event or because the
investment manager wishes to purchase particular
investments or believes that a higher level of liquidity would
be advantageous. Reduced liquidity will also generally lower
the value of such securities or other investments. Market
prices for such securities or other investments may be
relatively volatile.

High-Yield Debt Instruments: Issuers of lower-rated or
“high-yield” debt instruments (also known as “junk bonds”)
are not as strong financially as those issuing higher credit
quality debt instruments. High-yield debt instruments are
generally considered predominantly speculative by the
applicable rating agencies as their issuers are more likely to
encounter financial difficulties because they may be more
highly leveraged, or because of other considerations. In
addition, high yield debt instruments generally are more
vulnerable to changes in the relevant economy, such as a
recession or a sustained period of rising interest rates, that
could affect their ability to make interest and principal
payments when due. The prices of high-yield debt
instruments generally fluctuate more than those of higher
credit quality. High-yield debt instruments are generally more
illiquid (harder to sell) and harder to value.

Portfolio Turnover: Active and frequent trading may
increase a shareholder’s tax liability and the Fund’s
transaction costs, which could detract from Fund
performance.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

Because technology is frequently changing, new ways to
carry out cyber attacks are always developing. Therefore,
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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.

Performance

The following bar chart and table provide some indication of
the risks of investing in the Fund. The bar chart shows
changes in the Fund's performance from year to year for
Class 2 shares. The table shows how the Fund's average
annual returns for 1 year, 5 years, 10 years or since
inception, as applicable, compared with those of a broad
measure of market performance, additional indexes with
characteristics relevant to the Fund and the Linked
Allocation VIP Fund Index, which reflects the performance of
50% S&P 500® Index, 33.33% MSCI World ex-US Index-
NR, and 16.67% Bloomberg U.S. Aggregate Index from the
Fund’s inception through April 30, 2019, 40% S&P 500®
Index, 40% Bloomberg U.S. Aggregate Index and 20%
MSCI World ex-US Index-NR through April 30, 2026, and
45% S&P 500® Index, 40% Bloomberg U.S. Aggregate
Index and 15% MSCI World ex-US Index-NR thereafter. The
Fund's past performance is not necessarily an indication of
how the Fund will perform in the future. On May 1, 2019, the
Fund’s investment strategies changed. The performance
below prior to May 1, 2019 is attributable to the Fund’s
performance before the strategy changes.

Performance reflects all Fund expenses but does not include
any fees or sales charges imposed by variable insurance
contracts, qualified plans or funds of funds. If they had been
included, the returns shown below would be lower. Investors
should consult the variable insurance contract prospectus, or
the disclosure documents for qualified plans or funds of
funds for more information.
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Class 2 Annual Total Returns
19.86%

1461%
11.68% 12.60%

13.18%

11.98% 11.74%

-16.00%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Year

Best Quarter: 2020, Q2 13.78%
Worst Quarter: 2020, Q1 -13.36%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Franklin Allocation VIP Fund - Class 1 12.98% 5.97% 7.58%
Franklin Allocation VIP Fund - Class 2 12.60% 5.73% 7.32%
Franklin Allocation VIP Fund - Class 4 12.53% 5.59% 7.19%
Russell 3000® Index (index reflects no deduction for fees, expenses or taxes) 17.15% 13.15% 14.28%
S&P 500® Index (index reflects no deduction for fees, expenses or taxes) 17.88% 14.43% 14.82%
Bloomberg U.S. Aggregate Index (index reflects no deduction for fees, expenses or taxes) 7.30% -0.36% 2.01%
MSCI quld ex-US Ipdex-NR (index reflects no deduction for fees, expenses or taxes but are 31.85% 0.47% 8.55%
net of dividend tax withholding)
Linked Allocation VIP Fund Benchmark (index reflects no deduction for fees, expenses or 16.33% 7.54% 9.14%

taxes)*

* Effective May 1, 2026, the Linked Allocation VIP Fund Benchmark composition changed from 40% S&P 500® Index, 40% Bloomberg U.S. Aggregate Index and 20% MSCI
World ex-US Index-NR (the “Prior Composition”) to 45% S&P 500® Index, 40% Bloomberg U.S. Aggregate Index and 15% MSCI World ex-US Index-NR (the “New
Composition”). The Fund’s investment manager believes the New Composition better reflects the Fund’s current portfolio.

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject
to change.
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Investment Manager

Franklin Advisers, Inc. (Advisers or investment manager)

Portfolio Managers

Thomas A. Nelson, CFA
Portfolio Manager of Advisers and portfolio manager of the
Fund since 2019.

Jacqueline Kenney, CFA
Portfolio Manager of Advisers and portfolio manager of the
Fund since 2022.

Berkeley Belknap*
Portfolio Manager of Advisers and portfolio manager of the
Fund since 2025.

Brett S. Goldstein, CFA**
Portfolio Manager of Advisers and portfolio manager of the
Fund since June 2026.

Laura Green, CFA**
Portfolio Manager of Advisers and portfolio manager of the
Fund since June 2026.

*Effective June 1, 2026, Berkeley Belknap will step down as
a member of the Fund'’s portfolio management team.

**Effective June 1, 2026, Brett S. Goldstein and Laura Green
will join the Fund’s portfolio management team.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could

reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance
product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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FRANKLIN DYNATECH VIP FUND

Investment Goal

Capital appreciation.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 2 Class 4
Management fees 0.57% 0.57%
Distribution and service (12b-1) fees 0.25% 0.35%
Other expenses 0.06% 0.06%
Total annual Fund operating expenses 0.88% 0.98%

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

1 Year 3 Years 5 Years 10

Years

Class 2 $90 $281 $488 $1,084
Class 4 $100 $312 $542 $1,203

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 36.55% of the average
value of its portfolio.

FUND SUMMARY

Principal Investment Strategies

Under normal market conditions, the Fund seeks
investments primarily in equity securities of companies that
the investment manager believes are leaders in innovation,
take advantage of new technologies, have superior
management, and benefit from new industry conditions in
the dynamically changing global economy. The Fund invests
predominantly in common stock.

In pursuing these objectives, the investment manager may
invest in companies in any economic sector or of any market
capitalization both inside and outside of the United States,
including emerging markets. The Fund may invest up to 15%
of its assets in foreign securities. The Fund may also invest
in depositary receipts.

Although the investment manager searches for investments
across a large number of sectors, it expects to have
significant positions in particular sectors. These sectors may
include, for example, information technology (including
software and internet), consumer discretionary,
communication services and healthcare (including
biotechnology). Due to market appreciation, if the market
prices of securities held by the Fund rise, the Fund's
investment in a sector or the securities of a single company
may come to represent a significant portion of the Fund's
portfolio. Nevertheless, the investment manager will
maintain such a position so long as it believes that the
company or sector continues to meet its investment
guidelines.

While the Fund strives to maintain a diversified portfolio, due
to market fluctuations the Fund may at times hold a smaller
number of issuers and/or a higher percentage of its assets in
one or more issuers than other funds.

The investment manager uses fundamental, "bottom-up"
research to seek companies meeting its criteria of growth
potential, quality and valuation. In seeking sustainable
growth characteristics, the investment manager looks for
companies that it believes can produce sustainable earnings
and cash flow growth, evaluating the long term market
opportunity and competitive structure of an industry to target
leaders and emerging leaders. In assessing value, the
investment manager considers whether security prices fully
reflect the balance of the sustainable growth opportunities
relative to business and financial risks.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
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Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

Growth Style Investing: Growth stock prices reflect
projections of future earnings or revenues, and can,
therefore, fall dramatically if the company fails to meet those
projections. Growth stocks may be more expensive relative
to their current earnings or assets compared to value or
other stocks, and if earnings growth expectations moderate,
their valuations may return to more typical norms, causing
their stock prices to fall. Prices of these companies’
securities may be more volatile than other securities,
particularly over the short term. In addition, investment styles
can go in and out of favor, which could cause additional
volatility in the prices of the Fund’s portfolio holdings.

Limited Diversification: Because the Fund may at times
hold a smaller number of issuers and/or a higher percentage

of its assets in one or more issuers than other funds, it may
be more sensitive to economic, business, political or other
changes affecting individual issuers or investments than a
other diversified funds, which may negatively impact the
Fund's performance and result in greater fluctuation in the
value of the Fund’s shares.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Information technology companies: Companies in the
technology sector have historically been volatile due to the
rapid pace of product change and development within the
sector. For example, their products and services may not
prove commercially successful or may become obsolete
quickly. In addition, delays in or cancellation of the release of
anticipated products or services may also affect the price of
an information technology company’s stock. Information
technology companies are subject to significant competitive
pressures, such as new market entrants, aggressive pricing
and tight profit margins. The activities of these companies
may also be adversely affected by changes in government
regulations, worldwide technological developments or
investor perception of a company and/or its products or
services. The stock prices of companies operating within this
sector may be subject to abrupt or erratic movements.

Consumer discretionary companies: Companies in the
consumer discretionary sector could be affected by, among
other things, overall economic conditions, interest rates,
consumer confidence, and disposable income.

Communication services companies: The value of the
securities of communication services companies are
particularly vulnerable to rapid advancements in technology,
the innovation of competitors, rapid product obsolescence,
and government regulation and competition, both
domestically and internationally. Additionally, fluctuating
domestic and international demand, shifting demographics
and often unpredictable changes in consumer tastes can
drastically affect a communication services company’s
profitability. While all companies may be susceptible to
network security breaches, certain companies in the
communication services sector may be particular targets of
hacking and potential theft of proprietary or consumer
information or disruptions in service, which could have a
material adverse effect on their businesses.

Healthcare companies: The activities of healthcare
companies may be funded or subsidized by federal and
state governments. If government funding and subsidies are
reduced or discontinued, the profitability of these companies
could be adversely affected. Healthcare companies may
also be affected by government policies on healthcare
reimbursements, regulatory approval for new drugs and
medical products, and similar matters. They are also subject
to legislative risk, i.e., the risks associated with the reform of
the healthcare system through legislation.
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Small and Mid Capitalization Companies: Securities
issued by small and mid capitalization companies may be
more volatile in price than those of larger companies and
may involve substantial risks. Such risks may include greater
sensitivity to economic conditions, less certain growth
prospects, lack of depth of management and funds for
growth and development, and limited or less developed
product lines and markets. In addition, small and mid
capitalization companies may be particularly affected by
interest rate increases, as they may find it more difficult to
borrow money to continue or expand operations, or may
have difficulty in repaying any loans. The markets for
securities issued by small and mid capitalization companies
also tend to be less liquid than the markets for securities
issued by larger companies.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, including risks related to currency exchange
rates and policies, country or government specific issues,
less favorable trading practices or regulation and greater
price volatility. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
operations. The risks of investing in foreign securities are
typically greater in less developed or emerging market
countries.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.

FUND SUMMARY

Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.

Performance

The following bar chart and table provide some indication of
the risks of investing in the Fund. The bar chart shows
changes in the Fund's performance from year to year for
Class 2 shares. The table shows how the Fund's average
annual returns for 1 year, 5 years, 10 years or since
inception, as applicable, compared with those of a broad
measure of market performance and additional indexes with
characteristics relevant to the Fund. The Fund's past
performance is not necessarily an indication of how the Fund
will perform in the future. On May 1, 2021, the Fund’s
investment strategies changed. The performance below prior
to May 1, 2021 is attributable to the Fund’s performance
before the strategy changes.

Performance reflects all Fund expenses but does not include
any fees or sales charges imposed by variable insurance
contracts, qualified plans or funds of funds. If they had been
included, the returns shown below would be lower. Investors
should consult the variable insurance contract prospectus, or
the disclosure documents for qualified plans or funds of
funds for more information.
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Class 2 Annual Total Returns

44.88% 43.77%

31.16%
26.94% !

18.13%

16.14%

-39.96%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Year

Best Quarter: 2020, Q2 27.30%
Worst Quarter: 2022, Q2 -23.87%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Franklin DynaTech VIP Fund - Class 2 18.13% 9.09% 14.08%
Franklin DynaTech VIP Fund - Class 4 17.90% 8.96% 13.95%
Russell 3000® Index (index reflects no deduction for fees, expenses or taxes) 17.15% 13.15% 14.28%
Russell 1000® Growth Index (index reflects no deduction for fees, expenses or taxes) 18.56% 15.32% 18.12%
S&P 500® Index (index reflects no deduction for fees, expenses or taxes) 17.88% 14.43% 14.82%

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject

to change.
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Investment Manager

Franklin Advisers, Inc. (Advisers or investment manager)

Portfolio Manager

Matthew J. Moberg, CPA
Senior Vice President of Advisers and portfolio manager of
the Fund since inception (2005).

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance
product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their

FUND SUMMARY

disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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FRANKLIN GLOBAL REAL ESTATE VIP FUND

Investment Goal

High total return.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2
Management fees 1.05% 1.05%
Distribution and service (12b-1) fees None 0.25%
Other expenses 0.13% 0.13%
Total annual Fund operating expenses 1.18% 1.43%
Total annual Fund operating expenses
after fee waiver and/or expense
reimbursement 1.00% 1.25%

- The investment manager has agreed to waive fees and/or reimburse operating
expenses (excluding Rule 12b-1 fees, acquired fund fees and expenses, interest
expense and certain non-routine expenses or costs, such as those relating to
litigation, indemnification, reorganizations and liquidations) for the Fund so that the
ratio of total annual fund operating expenses will not exceed 1.00% for each share
class. The investment manager has also agreed to reduce its fees to reflect
reduced services resulting from the Fund’s investments in Franklin Templeton
affiliated funds. These contractual arrangements are expected to continue until
April 30, 2027. During the terms, the fee waiver and expense reimbursement
agreements may not be terminated or amended without approval of the board of
trustees except to add series or classes, to reflect the extension of termination
dates or to lower the waiver and expense limitation (which would result in lower
fees for shareholders).

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. The Example reflects adjustments made to the
Fund's operating expenses due to the fee waivers and/or
expense reimbursements by management for the 1 Year
numbers only. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

1 Year 3 Years 5 Years 10

Years

Class 1 $102 $357 $632 $1,417
Class 2 $127 $434 $764 $1,697

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 33.46% of the average
value of its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests at least
80% of its net assets in investments of companies located
anywhere in the world that operate in the real estate sector.
These companies include real estate investment trusts
(REITs) and similar REIT-like entities domiciled outside the
U.S.; companies qualifying under U.S. federal tax law as
REITs; and companies that derive at least half of their
assets or revenues from the ownership, management,
development or sale of residential or commercial real estate
(such as real estate operating or service companies). Under
normal market conditions the Fund expects to invest in
foreign securities (including emerging markets securities) in
an amount equal to at least the lesser of: (a) 40% of its net
assets, unless market conditions are not deemed favorable
by the investment manager, in which case 30% of its net
assets; or (b) the percentage of foreign issuers represented
in the FTSE EPRA/NAREIT Developed Index minus 5%.

A REIT is a type of real estate company that is dedicated to
owning and usually operating income-producing real estate
such as apartments, hotels, industrial properties, office
building or shopping centers. REITs typically concentrate on
a specific geographic region or property type. The Fund may
also invest in issuers engaged in businesses whose
products and services are related to the real estate sector.

The Fund currently expects to be invested predominantly in
equity securities, primarily common stocks. Although the
Fund generally does not hedge its foreign currency
exposure, currency-related derivative instruments such as
forward currency exchange contracts may be used from
time-to-time to help manage currency risks and manage
local currency exposure.
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The investment manager seeks to limit price volatility by
investing across markets and property types. When
selecting investments for the Fund’s portfolio, the investment
manager applies a “bottom-up" stock selection process that
incorporates macro-level views in the evaluation process.
The investment manager’s portfolio construction process
combines: bottom-up analysis of individual stock and real
estate market fundamentals; and top-down macro overlays
to provide country/regional, property type, and company size
perspectives in identifying international/local cyclical and
thematic trends that highlight investment opportunities.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Real Estate Securities: By concentrating in the real estate
industry, the Fund carries much greater risk of adverse
developments in the real estate industry than a fund that
invests in a wide variety of industries. Because the Fund
concentrates in the real estate industry, there is also the risk
that the Fund will perform poorly during a slump in demand
for real estate securities. To the extent that the Fund focuses
on a particular geographical region of a country, the Fund
may be subject to greater risks of adverse developments in
that area than a fund that does not focus its investments in a
particular region. Real estate values rise and fall in response
to a variety of factors, including: local, regional, national and
global economic conditions; interest rates; tax and insurance
considerations; changes in zoning and other property-related
laws; environmental regulations or hazards; overbuilding;
increases in property taxes and operating expenses; or
value decline in a neighborhood. When economic growth is
slow, demand for property decreases and prices may
decline.

REITs: A REIT’s performance depends on the types, values
and locations of the properties and companies it owns and
how well those properties and companies are managed. A
decline in rental income may occur because of extended
vacancies, increased competition from other properties,
tenants’ failure to pay rent or poor management. Because a
REIT may be invested in a limited number of projects orin a
particular market segment, it may be more susceptible to
adverse developments affecting a single project or market
segment than more broadly diversified investments. Loss of
status as a qualified REIT under the U.S. federal tax laws
could adversely affect the value of a particular REIT or the
market for REITs as a whole. These risks may also apply to
securities of REIT-like entities domiciled outside the U.S.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, and includes risks associated with: (i)
internal and external political and economic developments —

e.g., the political, economic and social policies and
structures of some foreign countries may be less stable and
more volatile than those in the U.S. or some foreign
countries may be subject to trading restrictions or economic
sanctions; diplomatic and political developments could affect
the economies, industries, and securities and currency
markets of the countries in which the Fund is invested, which
can include rapid and adverse political changes; social
instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war; (ii)
trading practices — e.g., government supervision and
regulation of foreign securities and currency markets, trading
systems and brokers may be less than in the U.S.; (iii)
availability of information — e.g., foreign issuers may not be
subject to the same disclosure, accounting and financial
reporting standards and practices as U.S. issuers; (iv)
limited markets — e.g., the securities of certain foreign
issuers may be less liquid (harder to sell) and more volatile;
and (v) currency exchange rate fluctuations and policies —
e.g., fluctuations may negatively affect investments
denominated in foreign currencies and any income received
or expenses paid by the Fund in that foreign currency. The
risks of foreign investments may be greater in developing or
emerging market countries.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
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economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Liquidity: The trading market for a particular security or
type of security or other investments in which the Fund
invests may become less liquid or even illiquid. Reduced
liquidity will have an adverse impact on the Fund’s ability to
sell such securities or other investments when necessary to
meet the Fund’s liquidity needs, which may arise or increase
in response to a specific economic event or because the
investment manager wishes to purchase particular
investments or believes that a higher level of liquidity would
be advantageous. Reduced liquidity will also generally lower
the value of such securities or other investments. Market
prices for such securities or other investments may be
relatively volatile.

Derivative Instruments: The performance of derivative
instruments depends largely on the performance of an
underlying instrument, such as a currency, security, interest
rate or index, and such instruments often have risks similar
to their underlying instrument, in addition to other risks.
Derivative instruments involve costs and can create
economic leverage in the Fund's portfolio which may result
in significant volatility and cause the Fund to participate in
losses (as well as gains) in an amount that exceeds the
Fund's initial investment. Other risks include illiquidity,
mispricing or improper valuation of the derivative instrument,
and imperfect correlation between the value of the derivative
and the underlying instrument so that the Fund may not
realize the intended benefits. When a derivative is used for
hedging, the change in value of the derivative may also not
correlate specifically with the currency, security, interest
rate, index or other risk being hedged. With over-the-counter
derivatives, there is the risk that the other party to the
transaction will fail to perform.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be

FUND SUMMARY

incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.

Franklin Global Real Estate VIP Fund FGR-S3
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Performance

The following bar chart and table provide some indication of
the risks of investing in the Fund. The bar chart shows
changes in the Fund's performance from year to year for
Class 2 shares. The table shows how the Fund's average
annual returns for 1 year, 5 years, 10 years or since
inception, as applicable, compared with those of a broad
measure of market performance and an additional index with

Class 2 Annual Total Returns

26.79%
22.37%

10.47%

-26.06%

2016 2017 2018 2019 2020 2021 2022 2023

Year

characteristics relevant to the Fund. The Fund's past
performance is not necessarily an indication of how the Fund
will perform in the future.

Performance reflects all Fund expenses but does not include
any fees or sales charges imposed by variable insurance
contracts, qualified plans or funds of funds. If they had been
included, the returns shown below would be lower. Investors
should consult the variable insurance contract prospectus, or
the disclosure documents for qualified plans or funds of
funds for more information.

2024 2025

Best Quarter: 2019, Q1 15.20%
Worst Quarter: 2020, Q1 -25.71%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Franklin Global Real Estate VIP Fund - Class 1 8.22% 2.64% 3.29%
Franklin Global Real Estate VIP Fund - Class 2 7.93% 2.36% 3.03%
MSCI All Cc_)u_ntry World _Index-l_\lR (index reflects no deduction for fees, expenses or taxes but 22 349, 11.19% 11.79%
are net of dividend tax withholding)
FTSE EPRA/NAREIT Developed Index (index reflects no deduction for fees, expenses or taxes) 10.70% 3.78% 4.24%

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject

to change.
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Investment Manager

Franklin Advisers, Inc. (Advisers or investment manager)

Portfolio Managers

Daniel Scher
Vice President of Advisers and portfolio manager of the
Fund since 2019.

Blair Schmicker, CFA

Vice President of Advisers and portfolio manager of the
Fund since 2019.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance
product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

FUND SUMMARY

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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FUND SUMMARY

FRANKLIN GROWTH AND INCOME VIP FUND

Investment Goal

Capital appreciation. Its secondary goal is current income.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2
Management fees 0.63% 0.63%
Distribution and service (12b-1) fees None 0.25%
Other expenses 0.16% 0.16%
Total annual Fund operating expenses 0.79% 1.04%
Total annual Fund operating expenses
after fee waiver and/or expense
reimbursement 0.59% 0.84%

- The investment manager has agreed to waive fees and/or reimburse operating
expenses (excluding Rule 12b-1 fees, acquired fund fees and expenses, interest
expense and certain non-routine expenses or costs, such as those relating to
litigation, indemnification, reorganizations and liquidations) for the Fund so that the
ratio of total annual fund operating expenses will not exceed 0.59% for each share
class. The investment manager has also agreed to reduce its fees to reflect
reduced services resulting from the Fund’s investments in Franklin Templeton
affiliated funds. These contractual arrangements are expected to continue until
April 30, 2027. During the terms, the fee waiver and expense reimbursement
agreements may not be terminated or amended without approval of the board of
trustees except to add series or classes, to reflect the extension of termination
dates or to lower the waiver and expense limitation (which would result in lower
fees for shareholders).

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. The Example reflects adjustments made to the
Fund's operating expenses due to the fee waivers and/or
expense reimbursements by management for the 1 Year
numbers only. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

1 Year 3 Years 5 Years 10

Years

Class 1 $60 $232 $418 $958
Class 2 $86 $311 $554 $1,252

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 36.30% of the average
value of its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests
predominantly in equity securities, including common stock,
preferred stock and securities convertible into common
stocks. The Fund generally invests primarily in common
stocks, and the remainder of its net assets in other equity-
related instruments such as convertible securities, equity-
linked notes (ELNs), and real estate investment trust
(REITs). The Fund does not currently anticipate investing
more than 15% of its net assets in foreign securities.

While the Fund does not concentrate in any one industry,
from time to time, based on economic conditions, it may
make significant investments in certain sectors.

The Fund'’s strategy is to invest in a broadly diversified
portfolio of equity securities that the Fund’s investment
manager considers to be financially strong, with a focus on
"blue chip" companies. The investment manager applies a
"bottom-up" approach to investing in individual securities.
The investment manager will assess the market price of a
company's securities relative to the investment manager's
evaluation of the company's long-term earnings, cash flow
potential and balance sheet strength. The investment
manager also considers various financial metrics, including a
company's price/earnings ratio, return on capital, profit
margins and asset value. The Fund’s investment manager
considers dividend yield and the opportunity for dividend
growth in selecting stocks for the Fund because the
investment manager believes that, over time, dividend
income can contribute significantly to total return and can be
a more consistent source of investment return than capital
appreciation. The Fund may also invest up to 10% of its net
assets in REITs.

Franklin Growth and Income VIP Fund FGI-S1



FUND SUMMARY

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund'’s performance and liquidity.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Blend Style Investing: A “blend” strategy results in
investments in both value and growth stocks, or in stocks
with characteristics of both. If other investors fail to
recognize the company's value, or favor investing in faster-
growing companies, value stocks may not increase in value
as anticipated by the Fund's investment manager or may
decline even further. With respect to growth stocks, stock
prices reflect projections of future earnings or revenues and

can fall dramatically if the company fails to meet those
projections.

Income: The Fund’s distributions to shareholders may
decline when prevailing interest rates fall or when dividend
income from investments in stocks decline.

Equity-Linked Notes (ELNs): Investments in ELNs often
have risks similar to their underlying securities or index,
which could include management risk, market risk and, as
applicable, foreign securities and currency risks. In addition,
since ELNs are in note form, ELNs are also subject to
certain debt securities risks, such as interest rate and credit
risks. Should the prices of the underlying securities or index
move in an unexpected manner, the Fund may not achieve
the anticipated benefits of an investment in an ELN, and
may realize losses, which could be significant and could
include the Fund'’s entire principal investment. An investment
in an ELN is also subject to counterparty risk, which is the
risk that the issuer of the ELN will default or become
bankrupt and the Fund will have difficulty being repaid, or fail
to be repaid, the principal amount of, or income from, its
investment. Investments in ELNs are also subject to liquidity
risk, which may make ELNs difficult to sell and value. In
addition, ELNs may exhibit price behavior that does not
correlate with their underlying securities, index or a fixed-
income investment.

REITs: A REIT’s performance depends on the types, values
and locations of the properties and companies it owns and
how well those properties and companies are managed. A
decline in rental income may occur because of extended
vacancies, increased competition from other properties,
tenants’ failure to pay rent or poor management. Because a
REIT may be invested in a limited number of projects orin a
particular market segment, it may be more susceptible to
adverse developments affecting a single project or market
segment than more broadly diversified investments. Loss of
status as a qualified REIT under the U.S. federal tax laws
could adversely affect the value of a particular REIT or the
market for REITs as a whole. These risks may also apply to
securities of REIT-like entities domiciled outside the U.S.

Convertible Securities: Convertible securities are subject
to the risks of stocks when the underlying stock price is high
relative to the conversion price (because more of the
security's value resides in the conversion feature) and debt
securities when the underlying stock price is low relative to
the conversion price (because the conversion feature is less
valuable). The value of convertible securities may rise and
fall with the market value of the underlying stock or, like a
debt security, vary with changes in interest rates and the
credit quality of the issuer. A convertible security is not as
sensitive to interest rate changes as a similar non-
convertible debt security, and generally has less potential for
gain or loss than the underlying stock.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, including risks related to currency exchange
rates and policies, country or government specific issues,
less favorable trading practices or regulation and greater
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price volatility. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
operations.

Interest Rate: Common stocks with higher dividend yields
can be sensitive to interest rate movements: when interest
rates rise, the prices of these stocks may tend to fall. The
opposite can also be true: the prices of higher yielding
stocks may tend to rise when interest rates fall. Interest rate
changes can be sudden and unpredictable and are
influenced by a number of factors including government
policy, monetary policy, inflation expectations, perceptions of
risk, and supply and demand of bonds. Increases in interest
rates may also have a negative effect on the types of
companies in which the Fund normally invests because
these companies may find it more difficult to obtain credit to
expand, may have more difficulty meeting interest payments
or may pay lower dividends due to the higher costs of
borrowing.

Credit: An issuer of debt securities may fail to make interest
payments or repay principal when due, in whole or in part.
Changes in an issuer's financial strength or in a security's or
government's credit rating may affect a security's value.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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

FUND SUMMARY

providers are subject to the risk of cyber incidents occurring

from time to time.
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Performance

The following bar chart and table provide some indication of
the risks of investing in the Fund. The bar chart shows
changes in the Fund's performance from year to year for
Class 2 shares. The table shows how the Fund's average
annual returns for 1 year, 5 years, 10 years or since
inception, as applicable, compared with those of a broad
measure of market performance and additional indexes with

Class 2 Annual Total Returns

25.66% 25.24%

15.85%
11.62%

-4.58%

6.81%

17.99%

characteristics relevant to the Fund. The Fund's past
performance is not necessarily an indication of how the Fund
will perform in the future.

Performance reflects all Fund expenses but does not include
any fees or sales charges imposed by variable insurance
contracts, qualified plans or funds of funds. If they had been
included, the returns shown below would be lower. Investors
should consult the variable insurance contract prospectus, or
the disclosure documents for qualified plans or funds of
funds for more information.

16.90%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Year

Best Quarter: 2020, Q2 14.30%
Worst Quarter: 2020, Q1 -22.98%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Franklin Growth and Income VIP Fund - Class 1 16.98% 12.16% 11.39%
Franklin Growth and Income VIP Fund - Class 2 16.90% 11.90% 11.12%
Russell 3000® Index (index reflects no deduction for fees, expenses or taxes) 17.15% 13.15% 14.28%
Russell 1000® Value Index (index reflects no deduction for fees, expenses or taxes) 15.91% 11.33% 10.53%
S&P 500° Index (index reflects no deduction for fees, expenses or taxes) 17.88% 14.43% 14.82%

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject

to change.
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Investment Manager

Franklin Advisers, Inc. (Advisers or investment manager)

Portfolio Managers

Matthew D. Quinlan
Senior Vice President of Advisers and portfolio manager of
the Fund since 2011.

Daniel Nuckles, CFA, CPA
Portfolio Manager of Advisers and portfolio manager of the
Fund since October 2025.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance
product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

FUND SUMMARY

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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FRANKLIN INCOME VIP FUND

Investment Goal

To maximize income while maintaining prospects for capital
appreciation.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2 Class 4

Management fees 0.46% 0.46% 0.46%
Distribution and service (12b-1) fees None 0.25% 0.35%
Other expenses 0.01% 0.01% 0.01%
Total annual Fund operating 0.47% 0.72% 0.82%
expenses

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

1 Year 3 Years 5 Years Yea12
Class 1 $48 $151 $263 $593
Class 2 $74 $231 $401 $896
Class 4 $84 $262 $456 $1,015

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,

FUND SUMMARY

the Fund's portfolio turnover rate was 41.45% of the average
value of its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests in a
diversified portfolio of debt and equity securities. The Fund
may shift its investments from one asset class to another
based on the investment manager's analysis of the best
opportunities for the Fund’s portfolio in a given market. The
equity securities in which the Fund invests consist of
common stocks, convertibles and equity-linked notes
(ELNs). The Fund may invest up to 25% of its assets in
equity-linked notes. Debt securities include all varieties of
fixed, floating and variable rate instruments, including
secured and unsecured bonds, bonds convertible into
common stock, senior floating rate and term loans,
mortgage-backed securities and other asset-backed
securities, debentures, and shorter term instruments. The
Fund seeks income by selecting investments such as U.S.
and foreign corporate debt, U.S. Treasury bonds and foreign
government bonds, as well as stocks with dividend yields the
investment manager believes are attractive. Under normal
market conditions, the Fund currently expects to invest
between 20% to 30% of its total assets in debt securities that
are rated below investment grade (also known as “high
yield” or "junk” bonds) but may invest up to 35% of its assets
in such securities. The Fund maintains the flexibility to invest
in securities of companies from a variety of sectors, but from
time to time, based on economic conditions, the Fund may
have significant investments in particular sectors. The Fund
may also invest up to 25% of its assets in foreign securities,
either directly or through depositary receipts.

The Fund regularly uses a variety of equity-related
derivatives and complex equity securities, which may include
purchasing or selling call and put options on equity securities
and equity security indices, futures on equity securities and
equity indices and options on equity index futures. The Fund
also regularly invests in equity linked notes. The Fund may
use such equity-related derivatives for various purposes
including enhancing Fund returns, increasing liquidity,
gaining exposure to particular instruments in more efficient
or less expensive ways and/or hedging risks relating to
changes in certain equity markets. In addition, the Fund may
use interest rate-related derivatives, including interest rate
swaps and interest rate and/or bond futures contracts
(including U.S. Treasury futures contracts) for various
purposes including enhancing Fund returns, increasing
liquidity, gaining exposure to particular instruments in more
efficient or less expensive ways and/or hedging risks relating
to changes in interest rates. The Fund also may use
currency-related derivatives, such as forward foreign
currency exchange contracts, currency futures contracts,
currency swaps and currency options to hedge (protect)
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against currency risks, and credit-related derivatives, such
as credit default swaps and options on credit default swaps,
to hedge (protect) against credit risks. The use of such
derivative transactions may allow the Fund to obtain net long
or net short exposures to selected markets, interest rates,
countries or durations.

The Fund's investment manager searches for undervalued
or out-of-favor securities it believes offer opportunities for
income today and significant growth tomorrow. In analyzing
both corporate debt and equity securities, the investment
manager considers a variety of factors, including:

e a security's relative value based on such factors as
anticipated cash flow, interest or dividend coverage,
asset coverage, and earnings prospects;

o the experience and strength of the company's
management;

e the company's changing financial condition and market
recognition of the change;

e the company's sensitivity to changes in interest rates
and business conditions; and

e the company's debt maturity schedules and borrowing
requirements.

When choosing investments for the Fund, the investment
manager applies a "bottom-up," value oriented, long-term
approach, focusing on the market price of a company's
securities relative to the investment manager's evaluation of
the company's long-term earnings, asset value and cash
flow potential. The investment manager also considers a
company's price/earnings ratio, profit margins and liquidation
value. It generally performs independent analysis of the debt
securities being considered for the Fund's portfolio, rather
than relying principally on the ratings assigned by rating
organizations.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and

defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Credit: An issuer of debt securities may fail to make interest
payments or repay principal when due, in whole or in part.
Changes in an issuer's financial strength or in a security's or
government's credit rating may affect a security's value.

High-Yield Debt Instruments: Issuers of lower-rated or
“high-yield” debt instruments (also known as “junk bonds”)
are not as strong financially as those issuing higher credit
quality debt instruments. High-yield debt instruments are
generally considered predominantly speculative by the
applicable rating agencies as their issuers are more likely to
encounter financial difficulties because they may be more
highly leveraged, or because of other considerations. In
addition, high yield debt instruments generally are more
vulnerable to changes in the relevant economy, such as a
recession or a sustained period of rising interest rates, that
could affect their ability to make interest and principal
payments when due. The prices of high-yield debt
instruments generally fluctuate more than those of higher
credit quality. High-yield debt instruments are generally more
illiquid (harder to sell) and harder to value.

Interest Rate: When interest rates rise, debt security prices
generally fall. The opposite is also generally true: debt
security prices rise when interest rates fall. Interest rate
changes are influenced by a number of factors, including
government policy, monetary policy, inflation expectations,
perceptions of risk, and supply of and demand for bonds. In
general, securities with longer maturities or durations are
more sensitive to interest rate changes.

Income: The Fund's distributions to shareholders may
decline when prevailing interest rates fall, when dividend
income from investments in stocks decline, when the Fund
experiences defaults on debt securities it holds or when the
Fund realizes a loss upon the sale of a debt security.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
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investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Equity-Linked Notes (ELNs): Investments in ELNs often
have risks similar to their underlying securities or index,
which could include management risk, market risk and, as
applicable, foreign securities and currency risks. In addition,
since ELNs are in note form, ELNs are also subject to
certain debt securities risks, such as interest rate and credit
risks. Should the prices of the underlying securities or index
move in an unexpected manner, the Fund may not achieve
the anticipated benefits of an investment in an ELN, and
may realize losses, which could be significant and could
include the Fund’s entire principal investment. An investment
in an ELN is also subject to counterparty risk, which is the
risk that the issuer of the ELN will default or become
bankrupt and the Fund will have difficulty being repaid, or fail
to be repaid, the principal amount of, or income from, its
investment. Investments in ELNs are also subject to liquidity
risk, which may make ELNs difficult to sell and value. In
addition, ELNs may exhibit price behavior that does not
correlate with their underlying securities, index or a fixed-
income investment.

Mortgage Securities and Asset-Backed Securities:
Mortgage securities differ from conventional debt securities
because principal is paid back periodically over the life of the
security rather than at maturity. The Fund may receive
unscheduled payments of principal due to voluntary
prepayments, refinancings or foreclosures on the underlying
mortgage loans. Because of prepayments, mortgage
securities may be less effective than some other types of
debt securities as a means of "locking in" long-term interest
rates and may have less potential for capital appreciation
during periods of falling interest rates. A reduction in the
anticipated rate of principal prepayments, especially during
periods of rising interest rates, may increase or extend the
effective maturity and duration of mortgage securities,
making them more sensitive to interest rate changes, subject
to greater price volatility, and more susceptible than some
other debt securities to a decline in market value when
interest rates rise.

Issuers of asset-backed securities may have limited ability to
enforce the security interest in the underlying assets, and
credit enhancements provided to support the securities, if
any, may be inadequate to protect investors in the event of
default. Like mortgage securities, asset-backed securities
are subject to repayment and extension risks.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, including risks related to currency exchange
rates and policies, country or government specific issues,
less favorable trading practices or regulation and greater
price volatility. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
operations.

FUND SUMMARY

Convertible Securities: Convertible securities are subject
to the risks of stocks when the underlying stock price is high
relative to the conversion price (because more of the
security's value resides in the conversion feature) and debt
securities when the underlying stock price is low relative to
the conversion price (because the conversion feature is less
valuable). The value of convertible securities may rise and
fall with the market value of the underlying stock or, like a
debt security, vary with changes in interest rates and the
credit quality of the issuer. A convertible security is not as
sensitive to interest rate changes as a similar non-
convertible debt security, and generally has less potential for
gain or loss than the underlying stock.

Depositary Receipts: Depositary receipts are subject to
many of the risks of the underlying security. For some
depositary receipts, the custodian or similar financial
institution that holds the issuer's shares in a trust account is
located in the issuer's home country. The Fund could be
exposed to the credit risk of the custodian or financial
institution, and in cases where the issuer's home country
does not have developed financial markets, greater market
risk. In addition, the depository institution may not have
physical custody of the underlying securities at all times and
may charge fees for various services, including forwarding
dividends and interest and corporate actions. The Fund
would be expected to pay a share of the additional fees,
which it would not pay if investing directly in the foreign
securities. The Fund may experience delays in receiving its
dividend and interest payments or exercising rights as a
shareholder. There may be an increased possibility of
untimely responses to certain corporate actions of the issuer
in an unsponsored depositary receipt program. Accordingly,
there may be less information available regarding issuers of
securities underlying unsponsored programs and there may
not be a correlation between this information and the market
value of the depositary receipts.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

Value Style Investing: A value stock may not increase in
price as anticipated by the investment manager if other
investors fail to recognize the company's value and bid up
the price, the markets favor faster-growing companies, or
the factors that the investment manager believes will
increase the price of the security do not occur or do not have
the anticipated effect.

Prepayment: Prepayment risk occurs when a debt security
can be repaid in whole or in part prior to the security's
maturity and the Fund must reinvest the proceeds it
receives, during periods of declining interest rates, in
securities that pay a lower rate of interest. Also, if a security
has been purchased at a premium, the value of the premium
would be lost in the event of prepayment. Prepayments
generally increase when interest rates fall.
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Derivative Instruments: The performance of derivative
instruments depends largely on the performance of an
underlying instrument, such as a currency, security, interest
rate or index, and such instruments often have risks similar
to their underlying instrument, in addition to other risks.
Derivative instruments involve costs and can create
economic leverage in the Fund's portfolio which may result
in significant volatility and cause the Fund to participate in
losses (as well as gains) in an amount that exceeds the
Fund's initial investment. Other risks include illiquidity,
mispricing or improper valuation of the derivative instrument,
and imperfect correlation between the value of the derivative
and the underlying instrument so that the Fund may not
realize the intended benefits. When a derivative is used for
hedging, the change in value of the derivative may also not
correlate specifically with the currency, security, interest
rate, index or other risk being hedged. With over-the-counter
derivatives, there is the risk that the other party to the
transaction will fail to perform.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.
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Performance

The following bar chart and table provide some indication of
the risks of investing in the Fund. The bar chart shows
changes in the Fund's performance from year to year for
Class 2 shares. The table shows how the Fund's average
annual returns for 1 year, 5 years, 10 years or since
inception, as applicable, compared with those of a broad
measure of market performance and additional indexes with

Class 2 Annual Total Returns

16.06% 16.75%

14.02%

-4.30%
5.471%

FUND SUMMARY

characteristics relevant to the Fund. The Fund's past
performance is not necessarily an indication of how the Fund
will perform in the future.

Performance reflects all Fund expenses but does not include
any fees or sales charges imposed by variable insurance
contracts, qualified plans or funds of funds. If they had been
included, the returns shown below would be lower. Investors
should consult the variable insurance contract prospectus, or
the disclosure documents for qualified plans or funds of
funds for more information.

12.56%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Year

Best Quarter: 2020, Q4 10.59%
Worst Quarter: 2020, Q1 -16.84%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Franklin Income VIP Fund - Class 1 12.87% 7.92% 7.57%
Franklin Income VIP Fund - Class 2 12.56% 7.66% 7.30%
Franklin Income VIP Fund - Class 4 12.43% 7.54% 7.19%
Bloomberg U.S. Aggregate Index (index reflects no deduction for fees, expenses or taxes) 7.30% -0.36% 2.01%
Russell 3000® Index (index reflects no deduction for fees, expenses or taxes) 17.15% 13.15% 14.28%
Blended 50% MSCI USA High Dividend Yield Index + 25% Bloomberg High Yield Very Liquid
Index + 25% Bloomberg U.S. Aggregate Index (index reflects no deduction for fees, expenses 10.07% 5.72% 7.28%

or taxes)

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject

to change.
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Investment Manager

Franklin Advisers, Inc. (Advisers or investment manager)

Portfolio Managers

Edward D. Perks, CFA
President and Director of Advisers and portfolio manager of
the Fund since 2002.

Brendan Circle, CFA
Senior Vice President of Advisers and portfolio manager of
the Fund since 2019.

Todd Brighton, CFA
Senior Vice President of Advisers and portfolio manager of
the Fund since 2017.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance

product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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FRANKLIN LARGE CAP GROWTH VIP FUND

Investment Goal

Capital appreciation.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2
Management fees 0.75% 0.75%
Distribution and service (12b-1) fees None 0.25%
Other expenses 0.09% 0.11%
Total annual Fund operating expenses 0.84% 1.11%

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

1 Year 3 Years 5 Years 10

Years

Class 1 $86 $268 $466 $1,038
Class 2 $113 $353 $612 $1,353

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 34.97% of the average
value of its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests at least
80% of its net assets in investments of large-capitalization
(large-cap) companies. Large-cap companies are those with
market capitalizations (share price times the number of
common stock shares outstanding) within those of the top
50% of companies in the Russell 1000® Index at the time of
purchase. Under normal market conditions, the Fund invests
predominantly in equity securities, mostly common stocks.
The Fund may also invest up to 20% of its net assets in
investments of small to mid-capitalization companies and a
small portion of its net assets in foreign securities. Although
the Fund seeks investments across a number of sectors,
from time to time, based on economic conditions, the Fund
may have significant positions in particular sectors.

The investment manager is a research driven, fundamental
investor, pursuing a growth strategy. As a "bottom-up"
investor focusing primarily on individual securities, the
investment manager seeks companies that have identifiable
drivers of future earnings growth and that present, in the
investment manager's opinion, the best trade-off between
that potential earnings growth, business and financial risk,
and valuation.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
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countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund'’s performance and liquidity.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Growth Style Investing: Growth stock prices reflect
projections of future earnings or revenues, and can,
therefore, fall dramatically if the company fails to meet those
projections. Growth stocks may be more expensive relative
to their current earnings or assets compared to value or
other stocks, and if earnings growth expectations moderate,
their valuations may return to more typical norms, causing
their stock prices to fall. Prices of these companies’
securities may be more volatile than other securities,
particularly over the short term. In addition, investment styles
can go in and out of favor, which could cause additional
volatility in the prices of the Fund'’s portfolio holdings.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Small and Mid Capitalization Companies: Securities
issued by small and mid capitalization companies may be
more volatile in price than those of larger companies and
may involve substantial risks. Such risks may include greater
sensitivity to economic conditions, less certain growth
prospects, lack of depth of management and funds for
growth and development, and limited or less developed
product lines and markets. In addition, small and mid
capitalization companies may be particularly affected by
interest rate increases, as they may find it more difficult to
borrow money to continue or expand operations, or may
have difficulty in repaying any loans. The markets for
securities issued by small and mid capitalization companies
also tend to be less liquid than the markets for securities
issued by larger companies.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, including risks related to currency exchange
rates and policies, country or government specific issues,
less favorable trading practices or regulation and greater
price volatility. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
operations.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.
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Performance

The following bar chart and table provide some indication of
the risks of investing in the Fund. The bar chart shows
changes in the Fund's performance from year to year for
Class 2 shares. The table shows how the Fund's average
annual returns for 1 year, 5 years, 10 years or since
inception, as applicable, compared with those of a broad
measure of market performance and additional indexes with

Class 2 Annual Total Returns

44.63%
v 40.44%

34.58%

28.11%

15.28%

-1.79% -1.47%

-36.54%

26.30%

FUND SUMMARY

characteristics relevant to the Fund. The Fund's past
performance is not necessarily an indication of how the Fund
will perform in the future.

Performance reflects all Fund expenses but does not include
any fees or sales charges imposed by variable insurance
contracts, qualified plans or funds of funds. If they had been
included, the returns shown below would be lower. Investors
should consult the variable insurance contract prospectus, or
the disclosure documents for qualified plans or funds of
funds for more information.

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Year

Best Quarter: 2020, Q2 32.19%
Worst Quarter: 2022, Q2 -23.09%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Franklin Large Cap Growth VIP Fund - Class 1 7.48% 7.09% 13.16%
Franklin Large Cap Growth VIP Fund - Class 2 7.22% 6.83% 12.87%
Russell 3000® Index (index reflects no deduction for fees, expenses or taxes) 17.15% 13.15% 14.28%
S&P 500® Index (index reflects no deduction for fees, expenses or taxes) 17.88% 14.43% 14.82%
Russell 1000® Growth Index (index reflects no deduction for fees, expenses or taxes) 18.56% 15.32% 18.12%

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject

to change.
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Investment Manager

Franklin Advisers, Inc. (Advisers or investment manager)

Portfolio Managers

Grant Bowers
Senior Vice President of Advisers and portfolio manager of
the Fund since 2014.

Sara Araghi, CFA
Portfolio Manager of Advisers and portfolio manager of the
Fund since 2016.

Anthony Hardy, CFA
Portfolio Manager of Advisers and portfolio manager of the
Fund since 2024.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance

product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.

FLG-S4 Franklin Large Cap Growth VIP Fund



FUND SUMMARY

FRANKLIN MUTUAL GLOBAL DISCOVERY VIP FUND

Investment Goal

Capital appreciation.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2 Class 4

Management fees 0.88% 0.88% 0.88%
Distribution and service (12b-1) fees None 0.25% 0.35%
Other expenses 0.03% 0.03% 0.03%
Total annual Fund operating 0 6 0

expenses 0.91% 1.16% 1.26%

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

1 Year 3 Years 5 Years Yealg
Class 1 $93 $291 $505 $1,120
Class 2 $118 $368 $637 $1,408
Class 4 $128 $399 $691 $1,522

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 43.81% of the average
value of its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests primarily
to predominantly in equity securities (including securities
convertible into, or that the investment manager expects to
be exchanged for, common or preferred stock) of U.S. and
foreign companies that the investment manager believes are
available at market prices less than their value based on
certain recognized or objective criteria (fundamental value).
Following this value-oriented strategy, the Fund invests
primarily to predominantly in undervalued securities
(securities trading at a discount to fundamental value). The
equity securities in which the Fund invests are primarily
common stock. To a lesser extent, the Fund also invests in
merger arbitrage securities and the debt and equity of
distressed companies.

The Fund is not limited to pre-set maximums or minimums
governing the size of the companies in which it may invest.
However, the Fund currently invests the equity portion of its
portfolio predominantly in mid- and large-cap companies,
with the remaining portion of its equity portfolio in smaller
companies. While the Fund does not concentrate in any one
industry, from time to time, based on economic conditions, it
may make significant investments in certain sectors.

The Fund may invest substantially and potentially up to
100% of its assets in foreign securities, which may include
sovereign debt and participations in foreign government
debt. Depending on market conditions, the Fund's
investments in foreign securities may fluctuate, but the Fund
generally invests at least 30% of its assets in foreign
securities or other investments that provide exposure to
foreign securities. The Fund presently does not intend to
invest more than a portion (no more than 25%) of its assets
in securities of issuers located in emerging market countries.
Although the investment manager will search for
investments across a large number of countries and regions,
from time to time, based on economic conditions, the Fund
may have significant positions in particular countries or
regions.

The Fund may, from time to time, attempt to hedge (protect)
against currency risks, largely using currency-related
derivatives, such as forward contracts and currency futures
contracts (including currency index futures contracts) when,
in the investment manager’s opinion, it would be
advantageous to the Fund to do so. The Fund may also,
from time to time, attempt to hedge against market risk using
a variety of other equity- and credit-related derivatives.
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Portfolio Selection

The investment manager employs a research driven,
fundamental value strategy for the Fund. Investments are
generally selected based on the investment manager's own
analysis of the security's fundamental value, including for
equity securities, an analysis of cash flow potential, long-
term earnings, multiples of earnings, book value, and
fundamental analysis, including environmental, social and
governance (ESG) considerations. The investment manager
examines each investment separately and there are no set
criteria as to specific value parameters, asset size, earnings
or industry type. The investment manager does not assess
every investment for ESG factors and, when it does, not
every ESG factor may be identified or evaluated. For
example, the investment manager’s assessment of
investments in special situations investments, notably
merger arbitrage and distressed debt, generally does not
include analysis of ESG factors.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to

have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Value Style Investing: A value stock may not increase in
price as anticipated by the investment manager if other
investors fail to recognize the company's value and bid up
the price, the markets favor faster-growing companies, or
the factors that the investment manager believes will
increase the price of the security do not occur or do not have
the anticipated effect.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, and includes risks associated with: (i)
internal and external political and economic developments —
e.g., the political, economic and social policies and
structures of some foreign countries may be less stable and
more volatile than those in the U.S. or some foreign
countries may be subject to trading restrictions or economic
sanctions; diplomatic and political developments could affect
the economies, industries, and securities and currency
markets of the countries in which the Fund is invested, which
can include rapid and adverse political changes; social
instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war; (ii)
trading practices — e.g., government supervision and
regulation of foreign securities and currency markets, trading
systems and brokers may be less than in the U.S; (iii)
availability of information — e.g., foreign issuers may not be
subject to the same disclosure, accounting and financial
reporting standards and practices as U.S. issuers; (iv)
limited markets — e.g., the securities of certain foreign
issuers may be less liquid (harder to sell) and more volatile;
and (v) currency exchange rate fluctuations and policies —
e.g., fluctuations may negatively affect investments
denominated in foreign currencies and any income received
or expenses paid by the Fund in that foreign currency. The
risks of foreign investments may be greater in developing or
emerging market countries.

Regional: To the extent that the Fund invests a significant
portion of its assets in a specific geographic region or a
particular country, including Europe, the Fund will generally
have more exposure to the specific regional or country risks.
In the event of economic or political turmoil or a deterioration
of diplomatic relations in a region or country where a
substantial portion of the Fund’s assets are invested, the
Fund may experience substantial illiquidity or reduction in
the value of the Fund’s investments. Adverse conditions in a
certain region or country can adversely affect securities of
issuers in other countries whose economies appear to be
unrelated. Current uncertainty concerning the ultimate
economic consequences and geopolitical effects of Russia’s
military invasion of Ukraine in February 2022 and concerns
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regarding potential escalation in the region have resulted in
increased market volatility.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Small and Mid Capitalization Companies: Securities
issued by small and mid capitalization companies may be
more volatile in price than those of larger companies and
may involve substantial risks. Such risks may include greater
sensitivity to economic conditions, less certain growth
prospects, lack of depth of management and funds for
growth and development, and limited or less developed
product lines and markets. In addition, small and mid
capitalization companies may be particularly affected by
interest rate increases, as they may find it more difficult to
borrow money to continue or expand operations, or may
have difficulty in repaying any loans. The markets for
securities issued by small and mid capitalization companies
also tend to be less liquid than the markets for securities
issued by larger companies.

Derivative Instruments: The performance of derivative
instruments depends largely on the performance of an
underlying instrument, such as a currency, security, interest
rate or index, and such instruments often have risks similar
to their underlying instrument, in addition to other risks.
Derivative instruments involve costs and can create
economic leverage in the Fund's portfolio which may result
in significant volatility and cause the Fund to participate in
losses (as well as gains) in an amount that exceeds the
Fund's initial investment. Other risks include illiquidity,
mispricing or improper valuation of the derivative instrument,
and imperfect correlation between the value of the derivative
and the underlying instrument so that the Fund may not
realize the intended benefits. When a derivative is used for
hedging, the change in value of the derivative may also not
correlate specifically with the currency, security, interest
rate, index or other risk being hedged. With over-the-counter
derivatives, there is the risk that the other party to the
transaction will fail to perform.

Merger Arbitrage Securities and Distressed Companies:
A merger or other restructuring, or a tender or exchange
offer, proposed or pending at the time the Fund invests in
merger arbitrage securities may not be completed on the
terms or within the time frame contemplated, which may
result in losses to the Fund. Debt obligations of distressed
companies typically are unrated, lower-rated, in default or
close to default and are generally more likely to become
worthless than the securities of more financially stable
companies.

Liquidity: The trading market for a particular security or
type of security or other investments in which the Fund
invests may become less liquid or even illiquid. Reduced
liquidity will have an adverse impact on the Fund’s ability to
sell such securities or other investments when necessary to

FUND SUMMARY

meet the Fund’s liquidity needs, which may arise or increase
in response to a specific economic event or because the
investment manager wishes to purchase particular
investments or believes that a higher level of liquidity would
be advantageous. Reduced liquidity will also generally lower
the value of such securities or other investments. Market
prices for such securities or other investments may be
relatively volatile.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused companies. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. The investment manager does not assess every
investment for ESG factors and, when it does, not every
ESG factor may be identified or evaluated. The investment
manager’s assessment of an issuer may differ from that of
investors, third-party service providers, such as ratings
providers, and other funds. As a result, securities selected
by the investment manager may not reflect the beliefs and
values of any particular investor. The investment manager
also may be dependent on the availability of timely,
complete and accurate ESG data being reported by issuers
and/or third-party research providers to evaluate ESG
factors. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
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value of these securities could decline if the issuers
experience cybersecurity incidents.

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.
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characteristics relevant to the Fund. The Fund's past
performance is not necessarily an indication of how the Fund

Performance will perform in the future.

The following bar chart and table provide some indication of Performance reflects all Fund expenses but does not include
the risks of investing in the Fund. The bar chart shows any fees or sales charges imposed by variable insurance
changes in the Fund's performance from year to year for contracts, qualified plans or funds of funds. If they had been
Class 2 shares. The table shows how the Fund's average included, the returns shown below would be lower. Investors
annual returns for 1 year, 5 years, 10 years or since should consult the variable insurance contract prospectus, or
inception, as applicable, compared with those of a broad the disclosure documents for qualified plans or funds of
measure of market performance and an additional index with funds for more information.

Class 2 Annual Total Returns

24.37% 23.34%
20.31%

19.13%

12.06%

-11.22%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Year

Best Quarter: 2020, Q4 18.96%
Worst Quarter: 2020, Q1 -29.61%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Franklin Mutual Global Discovery VIP Fund - Class 1 23.62% 12.27% 8.79%
Franklin Mutual Global Discovery VIP Fund - Class 2 23.34% 12.00% 8.52%
Franklin Mutual Global Discovery VIP Fund - Class 4 23.25% 11.88% 8.41%
MSCI All C(_)u_ntry World _Index-r_\lR (index reflects no deduction for fees, expenses or taxes but 22 349, 11.19% 11.72%
are net of dividend tax withholding)
MSCI World Value Index-NR (index reflects no deduction for fees, expenses or taxes but are 20.79% 11.35% 9.23%

net of dividend tax withholding)

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject
to change.
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Investment Manager

Franklin Mutual Advisers, LLC (Franklin Mutual or
investment manager)

Portfolio Managers

Christian Correa, CFA
Portfolio Manager of Franklin Mutual and portfolio manager
of the Fund since 2018.

Timothy Rankin, CFA
Portfolio Manager of Franklin Mutual and portfolio manager
of the Fund since 2010.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance
product prospectus. The terms of offerings of funds of funds

are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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FRANKLIN MUTUAL SHARES VIP FUND

Investment Goal

Capital appreciation. Its secondary goal is income.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2 Class 4

Management fees 0.68% 0.68% 0.68%
Distribution and service (12b-1) fees None 0.25% 0.35%
Other expenses 0.01% 0.01% 0.01%
Total annual Fund operating 0 6 0

expenses 0.69% 0.94% 1.04%

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

1 Year 3 Years 5 Years Yealg
Class 1 $70 $221 $384 $859
Class 2 $96 $300 $520 $1,155
Class 4 $106 $331 $574 $1,271

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 56.84% of the average
value of its portfolio.

FUND SUMMARY

Principal Investment Strategies

Under normal market conditions, the Fund invests primarily
to predominantly in equity securities (including securities
convertible into, or that the investment manager expects to
be exchanged for, common or preferred stock) of U.S. and
foreign companies that the investment manager believes are
available at market prices less than their value based on
certain recognized or objective criteria (fundamental value).
Following this value-oriented strategy, the Fund invests
primarily to predominantly in undervalued securities
(securities trading at a discount to fundamental value). The
equity securities in which the Fund invests are primarily
common stock. To a lesser extent, the Fund also invests in
merger arbitrage securities and the debt and equity of
distressed companies.

The Fund may invest a significant portion of its assets (up to
35%) in foreign securities, which may include sovereign debt
and participations in foreign government debt. The Fund
presently does not intend to invest more than 15% of its
assets in foreign securities. Although the investment
manager will search for investments across a large number
of countries and regions, from time to time, based on
economic conditions, the Fund may have significant
positions in particular countries or regions.

The Fund is not limited to pre-set maximums or minimums
governing the size of the companies in which it may invest.
However, the Fund currently invests the equity portion of its
portfolio predominantly in large- and mid-cap companies,
with the remaining portion of its equity portfolio in smaller
companies.

Although the investment manager searches for investments
across a large number of sectors, from time to time, based
on economic conditions, the Fund may have significant
positions in particular sectors.

The Fund may, from time to time, attempt to hedge (protect)
against currency risks, largely using currency-related
derivatives, such as forward contracts and currency futures
contracts (including currency index futures contracts) when,
in the investment manager’s opinion, it would be
advantageous to the Fund to do so. The Fund may also,
from time to time, attempt to hedge against market risk using
a variety of other equity- and credit-related derivatives.

Portfolio Selection

The investment manager employs a research driven,
fundamental value strategy for the Fund. Investments are
generally selected based on the investment manager's own
analysis of the security's fundamental value, including for
equity securities, an analysis of cash flow potential, long-
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term earnings, multiples of earnings, book value, and
fundamental analysis, including environmental, social and
governance (ESG) considerations. The investment manager
examines each investment separately and there are no set
criteria as to specific value parameters, asset size, earnings
or industry type. The investment manager does not assess
every investment for ESG factors and, when it does, not
every ESG factor may be identified or evaluated. For
example, the investment manager’s assessment of
investments in special situations investments, notably
merger arbitrage and distressed debt, generally does not
include analysis of ESG factors.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Value Style Investing: A value stock may not increase in
price as anticipated by the investment manager if other

investors fail to recognize the company's value and bid up
the price, the markets favor faster-growing companies, or
the factors that the investment manager believes will
increase the price of the security do not occur or do not have
the anticipated effect.

Foreign Securities (non-U.S.): Investing in foreign
securities, including sovereign debt securities, typically
involves different risks than investing in U.S. securities,
including risks related to currency exchange rates and
policies, country or government specific issues, less
favorable trading practices or regulation and greater price
volatility. Certain of these risks also may apply to securities
of U.S. companies with significant foreign operations.

Regional: To the extent that the Fund invests a significant
portion of its assets in a specific geographic region or a
particular country, including Europe, the Fund will generally
have more exposure to the specific regional or country risks.
In the event of economic or political turmoil or a deterioration
of diplomatic relations in a region or country where a
substantial portion of the Fund’s assets are invested, the
Fund may experience substantial illiquidity or reduction in
the value of the Fund’s investments. Adverse conditions in a
certain region or country can adversely affect securities of
issuers in other countries whose economies appear to be
unrelated. Current uncertainty concerning the ultimate
economic consequences and geopolitical effects of Russia’s
military invasion of Ukraine in February 2022 and concerns
regarding potential escalation in the region have resulted in
increased market volatility.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Small and Mid Capitalization Companies: Securities
issued by small and mid capitalization companies may be
more volatile in price than those of larger companies and
may involve substantial risks. Such risks may include greater
sensitivity to economic conditions, less certain growth
prospects, lack of depth of management and funds for
growth and development, and limited or less developed
product lines and markets. In addition, small and mid
capitalization companies may be particularly affected by
interest rate increases, as they may find it more difficult to
borrow money to continue or expand operations, or may
have difficulty in repaying any loans. The markets for
securities issued by small and mid capitalization companies
also tend to be less liquid than the markets for securities
issued by larger companies.

Derivative Instruments: The performance of derivative
instruments depends largely on the performance of an
underlying instrument, such as a currency, security, interest
rate or index, and such instruments often have risks similar
to their underlying instrument, in addition to other risks.
Derivative instruments involve costs and can create
economic leverage in the Fund's portfolio which may result
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in significant volatility and cause the Fund to participate in
losses (as well as gains) in an amount that exceeds the
Fund's initial investment. Other risks include illiquidity,
mispricing or improper valuation of the derivative instrument,
and imperfect correlation between the value of the derivative
and the underlying instrument so that the Fund may not
realize the intended benefits. When a derivative is used for
hedging, the change in value of the derivative may also not
correlate specifically with the currency, security, interest
rate, index or other risk being hedged. With over-the-counter
derivatives, there is the risk that the other party to the
transaction will fail to perform.

Merger Arbitrage Securities and Distressed Companies:
A merger or other restructuring, or a tender or exchange
offer, proposed or pending at the time the Fund invests in
merger arbitrage securities may not be completed on the
terms or within the time frame contemplated, which may
result in losses to the Fund. Debt obligations of distressed
companies typically are unrated, lower-rated, in default or
close to default and are generally more likely to become
worthless than the securities of more financially stable
companies.

Liquidity: The trading market for a particular security or
type of security or other investments in which the Fund
invests may become less liquid or even illiquid. Reduced
liquidity will have an adverse impact on the Fund’s ability to
sell such securities or other investments when necessary to
meet the Fund’s liquidity needs, which may arise or increase
in response to a specific economic event or because the
investment manager wishes to purchase particular
investments or believes that a higher level of liquidity would
be advantageous. Reduced liquidity will also generally lower
the value of such securities or other investments. Market
prices for such securities or other investments may be
relatively volatile.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused companies. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. The investment manager does not assess every
investment for ESG factors and, when it does, not every
ESG factor may be identified or evaluated. The investment
manager’s assessment of an issuer may differ from that of
investors, third-party service providers, such as ratings
providers, and other funds. As a result, securities selected
by the investment manager may not reflect the beliefs and
values of any particular investor. The investment manager
also may be dependent on the availability of timely,

FUND SUMMARY

complete and accurate ESG data being reported by issuers
and/or third-party research providers to evaluate ESG
factors. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.
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characteristics relevant to the Fund. The Fund's past

Performance will perform in the future.

The following bar chart and table provide some indication of Performance reflects all Fund expenses but does not include
the risks of investing in the Fund. The bar chart shows any fees or sales charges imposed by variable insurance
changes in the Fund's performance from year to year for contracts, qualified plans or funds of funds. If they had been
Class 2 shares. The table shows how the Fund's average included, the returns shown below would be lower. Investors
annual returns for 1 year, 5 years, 10 years or since should consult the variable insurance contract prospectus, or
inception, as applicable, compared with those of a broad the disclosure documents for qualified plans or funds of
measure of market performance and an additional index with funds for more information.

Class 2 Annual Total Returns

22.57%

19.17%

16.06%
13.46%

11.21%  11.52%

-1.43%

9.07%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

performance is not necessarily an indication of how the Fund

Year

Best Quarter: 2020, Q4 17.35%
Worst Quarter: 2020, Q1 -29.35%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Franklin Mutual Shares VIP Fund - Class 1 11.81% 9.49% 7.80%
Franklin Mutual Shares VIP Fund - Class 2 11.52% 9.20% 7.53%
Franklin Mutual Shares VIP Fund - Class 4 11.45% 9.11% 7.43%
Russell 3000® Index (index reflects no deduction for fees, expenses or taxes) 17.15% 13.15% 14.28%
Russell 1000® Value Index (index reflects no deduction for fees, expenses or taxes) 15.91% 11.33% 10.53%

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject

to change.
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Investment Manager

Franklin Mutual Advisers, LLC (Franklin Mutual or
investment manager)

Portfolio Managers

Christian Correa, CFA*
Portfolio Manager of Franklin Mutual and portfolio manager
of the Fund since 2020.

Grace Hoefig
Portfolio Manager of Franklin Mutual and portfolio manager
of the Fund since 2020.

Aman Gupta, CFA
Portfolio Manager of Franklin Mutual and portfolio manager
of the Fund since 2025.

*Effective June 30, 2026, Christian Correa will step down as
a member of the Fund’s portfolio management team.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance
product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of

FUND SUMMARY

ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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FRANKLIN RISING DIVIDENDS VIP FUND

Investment Goal

Long-term capital appreciation. Preservation of capital, while
not a goal, is also an important consideration.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2 Class 4

Management fees 0.62% 0.62% 0.62%
Distribution and service (12b-1) fees None 0.25% 0.35%
Other expenses 0.01% 0.01% 0.01%
Acquired fund fees and expenses 0.01% 0.01% 0.01%
Total annual Fund operating

- 0.64% 0.89% 0.99%
expenses

1 Total annual Fund operating expenses differ from the ratio of expenses to
average net assets shown in the Financial Highlights, which reflect the operating
expenses of the Fund and do not include acquired fund fees and expenses.

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

1 Year 3 Years 5 Years Yea12
Class 1 $65 $204 $356 $797
Class 2 $91 $284 $493 $1,096
Class 4 $101 $315 $547 $1,213

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in

annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 20.75% of the average
value of its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests at least
80% of its net assets in equity securities of financially sound
companies that have paid consistently rising dividends. The
Fund invests predominantly in equity securities, mostly
common stocks. Companies that have paid consistently
rising dividends include those companies that currently pay
dividends on their common stocks and have maintained or
increased their dividend rate during the last four consecutive
years. Under normal market conditions, the Fund invests at
least 65% of its net assets in securities of companies that
have:

e consistently increased dividends in at least 8 out of the
last 10 years and have not decreased dividends during
that time;

e increased dividends substantially (at least 100%) over
the last 10 years;

e reinvested earnings, paying out less than 65% of current
earnings in dividends (except for utility companies); and

e either long-term debt that is no more than 50% of total
capitalization (except for utility companies) or senior
debt that has been rated investment grade by at least
one of the major bond rating organizations.

In addition to the criteria above, the investment manager
utilizes a comprehensive suite of valuation tools in seeking
investments which trade below the investment manager’s
view of intrinsic value.

The Fund typically invests the rest of its assets in equity
securities of companies that pay dividends but do not meet
all of these criteria. The Fund may invest in companies of
any size, across the entire market spectrum. Although the
investment manager searches for investments that it
believes to meet the criteria across all sectors, from time to
time, based on economic conditions, the Fund may have
significant positions in particular sectors including, for
example, information technology.

The investment manager is a research driven, fundamental
investor. As a "bottom-up" investor focusing primarily on
individual securities, the investment manager looks for
companies that it believes meet the criteria above and are
fundamentally sound and attempts to acquire them at
attractive prices. In following these criteria, the Fund does
not necessarily focus on companies whose securities pay a
high dividend rate but rather on companies that consistently
increase their dividends.
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The Fund may invest up to 15% of its total assets in foreign
securities.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund'’s performance and liquidity.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Investing Style: The investment manager’s investment
selection process focuses on growth oriented companies
and incorporates value oriented analysis. Such a strategy
results in investments in both growth and value stocks, or in
stocks with characteristics of both. Growth stock prices
reflect projections of future earnings or revenues and can fall
dramatically if the company fails to meet those projections.
With respect to value stocks, if other investors fail to
recognize the company’s value, or favor investing in faster-
growing companies, value stocks may not increase in value
as anticipated by the Fund's investment manager or may
decline even further.

Dividend-Oriented Companies: Companies that have
historically paid regular dividends to shareholders may
decrease or eliminate dividend payments in the future. A
decrease in dividend payments by an issuer may result in a
decrease in the value of the issuer's stock and less available
income for the Fund.

Small and Mid Capitalization Companies: Securities
issued by small and mid capitalization companies may be
more volatile in price than those of larger companies and
may involve substantial risks. Such risks may include greater
sensitivity to economic conditions, less certain growth
prospects, lack of depth of management and funds for
growth and development, and limited or less developed
product lines and markets. In addition, small and mid
capitalization companies may be particularly affected by
interest rate increases, as they may find it more difficult to
borrow money to continue or expand operations, or may
have difficulty in repaying any loans. The markets for
securities issued by small and mid capitalization companies
also tend to be less liquid than the markets for securities
issued by larger companies.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Information technology companies: Companies in the
information technology sector have historically been volatile
due to the rapid pace of product change and development
within the sector. For example, their products and services
may not prove commercially successful or may become
obsolete quickly. In addition, delays in or cancellation of the
release of anticipated products or services may also affect
the price of an information technology company’s stock.
Information technology companies are subject to significant
competitive pressures, such as new market entrants,
aggressive pricing and tight profit margins. The activities of
these companies may also be adversely affected by
changes in government regulations, worldwide technological
developments or investor perception of a company and/or its
products or services. The stock prices of companies
operating within this sector may be subject to abrupt or
erratic movements.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, including risks related to currency exchange
rates and policies, country or government specific issues,
less favorable trading practices or regulation and greater
price volatility. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
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operations. The risks of investing in foreign securities are
typically greater in less developed or emerging market
countries.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.
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Performance

The following bar chart and table provide some indication of
the risks of investing in the Fund. The bar chart shows
changes in the Fund's performance from year to year for
Class 2 shares. The table shows how the Fund's average
annual returns for 1 year, 5 years, 10 years or since
inception, as applicable, compared with those of a broad
measure of market performance and an additional indexes

Class 2 Annual Total Returns

29.23%

26.79%

20.56%

16.04% 15.97%

12.08%

-10.57%

with characteristics relevant to the Fund. The Fund's past
performance is not necessarily an indication of how the Fund
will perform in the future.

Performance reflects all Fund expenses but does not include
any fees or sales charges imposed by variable insurance
contracts, qualified plans or funds of funds. If they had been
included, the returns shown below would be lower. Investors
should consult the variable insurance contract prospectus, or
the disclosure documents for qualified plans or funds of
funds for more information.

1079%  11.80%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Year

Best Quarter: 2020, Q2 19.84%
Worst Quarter: 2020, Q1 -20.60%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Franklin Rising Dividends VIP Fund - Class 1 12.05% 9.77% 12.37%
Franklin Rising Dividends VIP Fund - Class 2 11.80% 9.50% 12.10%
Franklin Rising Dividends VIP Fund - Class 4 11.66% 9.38% 11.98%
Russell 3000® Index (index reflects no deduction for fees, expenses or taxes) 17.15% 13.15% 14.28%
E;Atil()eﬁ;)Q US Broad Dividend Achievers Index (index reflects no deduction for fees, expenses 14.50% 11.95% 12.41%
S&P 500° Index (index reflects no deduction for fees, expenses or taxes) 17.88% 14.43% 14.82%

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject

to change.
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Investment Manager

Franklin Advisers, Inc. (Advisers or investment manager)

Portfolio Managers

Matthew D. Quinlan
Senior Vice President of Advisers and portfolio manager of
the Fund since 2019.

Amritha Kasturirangan, CFA
Portfolio Manager of Advisers and portfolio manager of the
Fund since 2019.

Nayan Sheth, CFA*
Portfolio Manager of Advisers and portfolio manager of the
Fund since 2019.

*Effective May 31, 2026, Nayan Sheth will step down as a
member of the Fund’s portfolio management team.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance
product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)

FUND SUMMARY

will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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FRANKLIN SMALL CAP VALUE VIP FUND

Effective June 20, 2021, the Fund was closed to new insurance company subaccounts. Existing insurance company
subaccounts that had open accounts on June 20, 2021 may continue to make additional purchases. The Fund may restrict,
reject or cancel any purchase order and reserves the right to modify this policy at any time.

Investment Goal

Long-term total return.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2 Class 4

Management fees 0.64% 0.64% 0.64%
Distribution and service (12b-1) fees None 0.25% 0.35%
Other expenses 0.02% 0.02% 0.02%
Acquired fund fees and expenses 0.01% 0.01% 0.01%
Total annual Fund operating

0, 0, 0,
expenses’ 0.67% 0.92% 1.02%

Fee waiver and/or expense
reimbursement?
Total annual Fund operating

expenses after fee waiver and/or
expense reimbursement 0.66% 0.91% 1.01%

-0.01% -0.01% -0.01%

1= Total annual Fund operating expenses differ from the ratio of expenses to
average net assets shown in the Financial Highlights, which reflect the operating
expenses of the Fund and do not include acquired fund fees and expenses.

2 The investment manager has agreed to reduce its fees to reflect reduced
services resulting from the Fund’s investments in Franklin Templeton affiliated
funds. This arrangement cannot be terminated prior to April 30, 2027 without
approval of the board of trustees.

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. The Example reflects adjustments made to the
Fund's operating expenses due to the fee waivers and/or
expense reimbursements by management for the 1 Year
numbers only. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

1 Year 3 Years 5 Years Yea12
Class 1 $67 $213 $372 $833
Class 2 $93 $293 $509 $1,131
Class 4 $103 $323 $562 $1,246

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 56.76% of the average
value of its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests at least
80% of its net assets in investments of small-capitalization
(small-cap) companies. Small-cap companies are
companies with market capitalizations (the total market
value of a company’s outstanding stock) not exceeding
either: 1) the highest market capitalization in the Russell
2000 Index; or 2) the 12-month average of the highest
market capitalization in the Russell 2000 Index, whichever is
greater, at the time of purchase. As of the most recent
reconstitution, the highest market capitalization in the
Russell 2000 Index was $15.72 billion.

The Fund generally invests in equity securities of companies
that the Fund’s investment manager believes are
undervalued at the time of purchase and have the potential
for capital appreciation. The Fund invests predominantly in
common stocks. A stock price is undervalued when it trades
at less than the price at which the investment manager
believes it would trade if the market reflected all factors
relating to the company’s worth. Following this strategy, the
Fund invests in companies that the investment manager
believes have, for example: stock prices that are low relative
to current, or historical or future earnings, book value, cash
flow or sales; recent sharp price declines but the potential for
good long-term earnings prospects; and valuable intangibles
not reflected in the stock price. The Fund also may invest in
real estate investment trusts (REITs).

The types of companies the Fund may invest in include,
among other things, those that may be considered out of
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favor due to actual or perceived cyclical or secular
challenges, or are experiencing temporary setbacks,
diminished expectations, mismanagement or
undermanagement, or are financially stressed.
Environmental, social and governance (ESG) related
assessments of companies may also be considered. The
investment manager does not assess every investment for
ESG factors and, when it does, not every ESG factor may be
identified or evaluated.

The Fund, from time to time, may have significant positions
in particular sectors, such as financial services companies,
industrials, consumer discretionary and information
technology.

The Fund may invest up to 25% of its total assets in foreign
securities.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary

economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Small Capitalization Companies: Securities issued by
small capitalization companies may be more volatile in price
than those of larger companies and may involve substantial
risks. Such risks may include greater sensitivity to economic
conditions, less certain growth prospects, lack of depth of
management and funds for growth and development, and
limited or less developed product lines and markets. In
addition, small capitalization companies may be particularly
affected by interest rate increases, as they may find it more
difficult to borrow money to continue or expand operations,
or may have difficulty in repaying any loans. The markets for
securities issued by small capitalization companies also tend
to be less liquid than the markets for securities issued by
larger companies.

Value Style Investing: A value stock may not increase in
price as anticipated by the investment manager if other
investors fail to recognize the company's value and bid up
the price, the markets favor faster-growing companies, or
the factors that the investment manager believes will
increase the price of the security do not occur or do not have
the anticipated effect.

Cyclical stocks, which typically follow the cycles of an
economy through expansion, peak, recession, and recovery,
tend to increase in value more quickly during periods of
anticipated economic upturns than non-cyclical stocks, but
they also tend to lose value more quickly in periods of
anticipated economic downturns. These companies may
have relatively weak balance sheets and, during economic
downturns, they may have insufficient cash flow to pay their
debt obligations and difficulty finding additional financing
needed for their operations.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, and includes risks associated with: (i)
internal and external political and economic developments —
e.g., the political, economic and social policies and
structures of some foreign countries may be less stable and
more volatile than those in the U.S. or some foreign
countries may be subject to trading restrictions or economic
sanctions; diplomatic and political developments could affect
the economies, industries, and securities and currency
markets of the countries in which the Fund is invested, which
can include rapid and adverse political changes; social
instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war; (ii)
trading practices — e.g., government supervision and
regulation of foreign securities and currency markets, trading
systems and brokers may be less than in the U.S.; (iii)
availability of information — e.g., foreign issuers may not be
subject to the same disclosure, accounting and financial
reporting standards and practices as U.S. issuers; (iv)
limited markets — e.g., the securities of certain foreign
issuers may be less liquid (harder to sell) and more volatile;
and (v) currency exchange rate fluctuations and policies —
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e.g., fluctuations may negatively affect investments
denominated in foreign currencies and any income received
or expenses paid by the Fund in that foreign currency.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Financial services companies: Financial services
companies are subject to extensive government regulation
that may affect their profitability in many ways, including by
limiting the amount and types of loans and other
commitments they can make, and the interest rates and fees
they can charge. A financial services company's profitability,
and therefore its stock prices, is especially sensitive to
interest rate changes as well as the ability of borrowers to
repay their loans. Changing regulations, continuing
consolidations, and development of new products and
structures all are likely to have a significant impact on
financial services companies.

Industrials companies: The stock prices of companies in the
industrials sector are affected by supply and demand both
for their specific product or service and for industrials sector
products in general. Companies in the industrials sector may
be adversely affected by changes in government regulation,
world events and economic conditions. In addition, these
companies are at risk for environmental damage and
product liability claims. Companies in this sector could be
adversely affected by commodity price volatility, changes in
exchange rates, imposition of export or import controls,
increased competition, depletion of resources, technological
developments and labor relations.

Consumer discretionary companies: Companies in the
consumer discretionary sector could be affected by, among
other things, overall economic conditions, interest rates,
consumer confidence, and disposable income.

Information technology companies: Companies in the
information technology sector have historically been volatile
due to the rapid pace of product change and development
within the sector. For example, their products and services
may not prove commercially successful or may become
obsolete quickly. In addition, delays in or cancellation of the
release of anticipated products or services may also affect
the price of an information technology company’s stock.
Information technology companies are subject to significant
competitive pressures, such as new market entrants,
aggressive pricing and tight profit margins. The activities of
these companies may also be adversely affected by
changes in government regulations, worldwide technological
developments or investor perception of a company and/or its
products or services. The stock prices of companies
operating within this sector may be subject to abrupt or
erratic movements.

REITs: A REIT’s performance depends on the types, values
and locations of the properties and companies it owns and

FUND SUMMARY

how well those properties and companies are managed. A
decline in rental income may occur because of extended
vacancies, increased competition from other properties,
tenants’ failure to pay rent or poor management. Because a
REIT may be invested in a limited number of projects or in a
particular market segment, it may be more susceptible to
adverse developments affecting a single project or market
segment than more broadly diversified investments. Loss of
status as a qualified REIT under the U.S. federal tax laws
could adversely affect the value of a particular REIT or the
market for REITs as a whole. These risks may also apply to
securities of REIT-like entities domiciled outside the U.S.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused companies. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. The investment manager does not assess every
investment for ESG factors and, when it does, not every
ESG factor may be identified or evaluated. The investment
manager’s assessment of an issuer may differ from that of
investors, third-party service providers, such as ratings
providers, and other funds. As a result, securities selected
by the investment manager may not reflect the beliefs and
values of any particular investor. The investment manager
also may be dependent on the availability of timely,
complete and accurate ESG data being reported by issuers
and/or third-party research providers to evaluate ESG
factors. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
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Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.
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characteristics relevant to the Fund. The Fund's past
performance is not necessarily an indication of how the Fund

Performance will perform in the future.

The following bar chart and table provide some indication of Performance reflects all Fund expenses but does not include
the risks of investing in the Fund. The bar chart shows any fees or sales charges imposed by variable insurance
changes in the Fund's performance from year to year for contracts, qualified plans or funds of funds. If they had been
Class 2 shares. The table shows how the Fund's average included, the returns shown below would be lower. Investors
annual returns for 1 year, 5 years, 10 years or since should consult the variable insurance contract prospectus, or
inception, as applicable, compared with those of a broad the disclosure documents for qualified plans or funds of
measure of market performance and an additional index with funds for more information.

Class 2 Annual Total Returns

30.19%

26.35% 25.37%

12.75%

10.65% 1.71%

7.65%

-10.06%
-12.88%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Year

Best Quarter: 2020, Q4 27.53%
Worst Quarter: 2020, Q1 -33.62%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Franklin Small Cap Value VIP Fund - Class 1 7.90% 9.13% 10.09%
Franklin Small Cap Value VIP Fund - Class 2 7.65% 8.86% 9.81%
Franklin Small Cap Value VIP Fund - Class 4 7.49% 8.75% 9.71%
Russell 3000® Index (index reflects no deduction for fees, expenses or taxes) 17.15% 13.15% 14.28%
Russell 2000® Value Index (index reflects no deduction for fees, expenses or taxes) 12.59% 8.88% 9.26%

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject
to change.
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Investment Manager

Franklin Mutual Advisers, LLC (Franklin Mutual or
investment manager)

Portfolio Managers

Steven Raineri
Portfolio Manager of Franklin Mutual and portfolio manager
of the Fund since 2012.

Christopher Meeker, CFA
Portfolio Manager of Franklin Mutual and portfolio manager
of the Fund since 2015.

Nicholas Karzon, CFA
Portfolio Manager of Franklin Mutual and portfolio manager
of the Fund since 2019.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance

product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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FRANKLIN SMALL-MID CAP GROWTH VIP FUND

Investment Goal

Long-term capital growth.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2 Class 4

Management fees 0.80% 0.80% 0.80%
Distribution and service (12b-1) fees None 0.25% 0.35%
Other expenses 0.03% 0.03% 0.03%
Acquired fund fees and expenses 0.01% 0.01% 0.01%
Total annual Fund operating

0, 0, 0,
expenses’ 0.84% 1.09% 1.19%

1= Total annual Fund operating expenses differ from the ratio of expenses to
average net assets shown in the Financial Highlights, which reflect the operating
expenses of the Fund and do not include acquired fund fees and expenses.

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

1 Year 3 Years 5 Years Yea12
Class 1 $86 $268 $466 $1,038
Class 2 $111 $346 $601 $1,329
Class 4 $121 $378 $655 $1,445

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect

the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 32.41% of the average
value of its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests at least
80% of its net assets in investments of small-capitalization
(small-cap) and mid-capitalization (mid-cap) companies. For
this Fund, small-cap companies are companies within the
market capitalization range of companies in the Russell
2500™ |ndex, at the time of purchase, and mid-cap
companies are companies within the market capitalization
range of companies in the Russell Midcap® Index, at the
time of purchase. Under normal market conditions, the Fund
invests predominantly in equity securities, predominantly in
common stock.

The Fund, from time to time, may have significant positions
in particular sectors.

The Fund may make private investments in companies
whose securities are not publicly traded (including
companies that have not yet issued securities publicly in an
initial public offering ("IPO")), often in the form of private
placements, which are exempt from registration under the
federal securities laws and are only sold to certain investors
meeting predefined criteria.

The investment manager uses fundamental, "bottom-up”
research to seek companies meeting its criteria of growth
potential, quality and valuation. In seeking sustainable
growth characteristics, the investment manager looks for
companies that it believes can produce sustainable earnings
and cash flow growth, evaluating the long term market
opportunity and competitive structure of an industry to target
leaders and emerging leaders. In assessing value, the
investment manager considers whether security prices fully
reflect the balance of the sustainable growth opportunities
relative to business and financial risks.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
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investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Growth Style Investing: Growth stock prices reflect
projections of future earnings or revenues, and can,
therefore, fall dramatically if the company fails to meet those
projections. Growth stocks may be more expensive relative
to their current earnings or assets compared to value or
other stocks, and if earnings growth expectations moderate,
their valuations may return to more typical norms, causing
their stock prices to fall. Prices of these companies’
securities may be more volatile than other securities,
particularly over the short term. In addition, investment styles
can go in and out of favor, which could cause additional
volatility in the prices of the Fund’s portfolio holdings.

Small and Mid Capitalization Companies: Securities
issued by small and mid capitalization companies may be
more volatile in price than those of larger companies and
may involve substantial risks. Such risks may include greater
sensitivity to economic conditions, less certain growth
prospects, lack of depth of management and funds for
growth and development, and limited or less developed
product lines and markets. In addition, small and mid
capitalization companies may be particularly affected by
interest rate increases, as they may find it more difficult to
borrow money to continue or expand operations, or may
have difficulty in repaying any loans. The markets for
securities issued by small and mid capitalization companies
also tend to be less liquid than the markets for securities
issued by larger companies.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of

investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Liquidity: The trading market for a particular security or
type of security or other investments in which the Fund
invests may become less liquid or even illiquid. Reduced
liquidity will have an adverse impact on the Fund’s ability to
sell such securities or other investments when necessary to
meet the Fund’s liquidity needs, which may arise or increase
in response to a specific economic event or because the
investment manager wishes to purchase particular
investments or believes that a higher level of liquidity would
be advantageous. Reduced liquidity will also generally lower
the value of such securities or other investments. Market
prices for such securities or other investments may be
relatively volatile.

Private Company/Private Placement Risk: Investments in
the stocks of private companies, including companies that
have not yet issued securities publicly in an initial public
offering ("IPO"), involve greater risks than investments in
stocks of many publicly traded companies. Compared to
public companies, there is significantly less information
available about private companies and there is no assurance
that the information obtained by the Fund is reliable.
Investments in private companies and private placements
are generally considered to be illiquid and may be difficult to
sell at a desirable time or at the prices at which the Fund has
valued the investments. Investments in private companies
and private placements are typically difficult to value since
there are no market prices and less overall financial
information available. Difficulty in valuing such investments
may make it difficult to accurately determine a Fund's
exposure to private investments, which could cause the
Fund to invest to a greater extent in illiquid investments and
subject the Fund to increased risks. The Fund’s NAV could
be adversely affected if the Fund's determinations regarding
the value of the Fund's private investments were materially
higher than the values that the Fund ultimately realizes upon
the disposal of such investments. In addition, private
companies may have limited financial resources and may be
unable to meet their obligations. Investments in private
companies and private placements may involve a high
degree of business and financial risk and may result in
substantial losses. These factors may have a negative effect
on the Fund's performance.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
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service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.
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Performance

The following bar chart and table provide some indication of
the risks of investing in the Fund. The bar chart shows
changes in the Fund's performance from year to year for
Class 2 shares. The table shows how the Fund's average
annual returns for 1 year, 5 years, 10 years or since
inception, as applicable, compared with those of a broad
measure of market performance and additional indexes with

Class 2 Annual Total Returns

55.09%

31.44%
21.40%

10.01%

-33.69%

26.74%

characteristics relevant to the Fund. The Fund's past
performance is not necessarily an indication of how the Fund
will perform in the future.

Performance reflects all Fund expenses but does not include
any fees or sales charges imposed by variable insurance
contracts, qualified plans or funds of funds. If they had been
included, the returns shown below would be lower. Investors
should consult the variable insurance contract prospectus, or
the disclosure documents for qualified plans or funds of
funds for more information.

11.04%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Year

Best Quarter: 2020, Q2 40.48%
Worst Quarter: 2022, Q2 -22.95%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Franklin Small-Mid Cap Growth VIP Fund - Class 1 2.70% 1.27% 10.16%
Franklin Small-Mid Cap Growth VIP Fund - Class 2 2.52% 1.03% 9.89%
Franklin Small-Mid Cap Growth VIP Fund - Class 4 2.40% 0.92% 9.78%
Russell 3000® Index (index reflects no deduction for fees, expenses or taxes) 17.15% 13.15% 14.28%
Russell Midcap Growth Index (index reflects no deduction for fees, expenses or taxes) 8.66% 6.65% 12.49%
S&P 500° Index (index reflects no deduction for fees, expenses or taxes) 17.88% 14.43% 14.82%

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject

to change.
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Investment Manager

Franklin Advisers, Inc. (Advisers or investment manager)

Portfolio Managers

John P. Scandalios, CFA
Senior Vice President of Advisers and portfolio manager of
the Fund since 2016.

Jennifer Chen
Portfolio Manager of Advisers and portfolio manager of the
Fund since 2024.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance
product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

FUND SUMMARY

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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FUND SUMMARY

FRANKLIN STRATEGIC INCOME VIP FUND

Investment Goal

High level of current income. A secondary goal is long-term
capital appreciation.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2 Class 4

Management fees 0.63% 0.63% 0.63%
Distribution and service (12b-1) fees None 0.25% 0.35%
Other expenses 0.18% 0.18% 0.18%
Acquired fund fees and expenses 0.02% 0.02% 0.02%
Total annual Fund operating

p 0.83% 1.08% 1.18%
expenses

Fee waiver and/or expense
reimbursement?

Total annual Fund operating
expenses after fee waiver and/or
expense reimbursement 0.82% 1.07% 1.17%

1 Total annual Fund operating expenses differ from the ratio of expenses to
average net assets shown in the Financial Highlights, which reflect the operating
expenses of the Fund and do not include acquired fund fees and expenses.

2. The investment manager has agreed to reduce its fees to reflect reduced
services resulting from the Fund’s investments in Franklin Templeton affiliated
funds. This arrangement cannot be terminated prior to April 30, 2027 without
approval of the board of trustees.

-0.01% -0.01% -0.01%

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. The Example reflects adjustments made to the
Fund's operating expenses due to the fee waivers and/or
expense reimbursements by management for the 1 Year
numbers only. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

1 Year 3 Years 5 Years Yea1rg
Class 1 $84 $264 $460 $1,024
Class 2 $109 $342 $594 $1,316
Class 4 $119 $374 $649 $1,432

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 131.34% of the
average value of its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests its assets
primarily to predominantly in U.S. and foreign debt
securities, including those in emerging markets. Debt
securities include all varieties of fixed, variable and floating
rate income securities, including bonds, U.S. and foreign
government and agency securities, corporate loans (and
loan participations) and mortgage-backed securities and
other asset-backed securities. The Fund shifts its
investments among various classes of debt securities and at
any given time may have a substantial amount of its assets
invested in any class of debt security.

The Fund may invest up to 100% of its assets in high yield,
lower-quality debt securities (also known as "junk bonds").
The below-investment grade debt securities in which the
Fund invests are generally rated at least Caa by Moody's
Investors Service (Moody's) or CCC by S&P Global Ratings
(S&P) or are unrated securities the Fund's investment
manager determines are of comparable quality.

The Fund may invest in many different securities issued or
guaranteed by the U.S. government or by non-U.S.
governments, or their respective agencies or
instrumentalities, including mortgage-backed securities and
inflation-indexed securities issued by the U.S. Treasury.
Mortgage-backed securities represent an interest in a pool of
mortgage loans made by banks and other financial
institutions to finance purchases of homes, commercial
buildings and other real estate. The individual mortgage
loans are packaged or "pooled" together for sale to
investors. As the underlying mortgage loans are paid off,
investors receive principal and interest payments. These
securities may be fixed-rate or adjustable-rate mortgage-
backed securities (ARMS). The Fund may purchase or sell
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mortgage-backed securities on a delayed delivery or forward
commitment basis through the "to-be-announced" (TBA)
market. With TBA transactions, the particular securities to be
delivered must meet specified terms and standards. The
Fund may also invest a small portion of its assets directly in
mortgage loans.

For purposes of pursuing its investment goals, the Fund
regularly enters into various currency-related transactions
involving derivative instruments, including currency and
cross currency forwards, currency swaps, currency and
currency index futures contracts and currency options. The
Fund regularly enters into interest rate and credit-related
transactions involving derivative instruments, including
interest rate, fixed income total return and credit default
swaps and interest rate and/ or bond futures contracts. The
use of these derivative transactions may allow the Fund to
obtain net long or net short exposures to selected
currencies, interest rates, countries, durations or credit risks.
These derivative instruments may also be used for hedging
purposes, to enhance Fund returns or to obtain exposure to
various market sectors.

The Fund may invest a significant portion of its assets in
complex fixed income securities, such as collateralized debt
obligations (CDOs), which are generally a type of asset-
backed securities. The Fund's investments in CDOs may
include investments in collateralized loan obligations
(CLOs), which are a type of CDO.

The Fund's investment manager is a research driven,
fundamental investor that relies on a team of analysts to
provide in-depth industry expertise and uses both qualitative
and quantitative analysis to evaluate issuers. The Fund uses
an active asset allocation strategy to try to achieve its
investment goals. The investment manager uses a "top-
down" analysis of macroeconomic trends combined with a
"bottom-up" fundamental analysis of market sectors,
industries, and issuers to try to take advantage of varying
sector reactions to economic events.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Credit: An issuer of debt securities may fail to make interest
payments or repay principal when due, in whole or in part.
Changes in an issuer's financial strength or in a security's or
government's credit rating may affect a security's value.

High-Yield Debt Instruments: Issuers of lower-rated or
“high-yield” debt instruments (also known as “junk bonds”)
are not as strong financially as those issuing higher credit
quality debt instruments. High-yield debt instruments are
generally considered predominantly speculative by the
applicable rating agencies as their issuers are more likely to
encounter financial difficulties because they may be more

highly leveraged, or because of other considerations. In
addition, high yield debt instruments generally are more
vulnerable to changes in the relevant economy, such as a
recession or a sustained period of rising interest rates, that
could affect their ability to make interest and principal
payments when due. The prices of high-yield debt
instruments generally fluctuate more than those of higher
credit quality. High-yield debt instruments are generally more
illiquid (harder to sell) and harder to value.

Interest Rate: When interest rates rise, debt security prices
generally fall. The opposite is also generally true: debt
security prices rise when interest rates fall. Interest rate
changes are influenced by a number of factors, including
government policy, monetary policy, inflation expectations,
perceptions of risk, and supply of and demand for bonds. In
general, securities with longer maturities or durations are
more sensitive to interest rate changes.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

Income: The Fund's distributions to shareholders may
decline when prevailing interest rates fall, when the Fund
experiences defaults on debt securities it holds or when the
Fund realizes a loss upon the sale of a debt security.

Variable Rate Securities: Because changes in interest
rates on variable rate securities (including floating rate
securities) may lag behind changes in market rates, the
value of such securities may decline during periods of rising
interest rates until their interest rates reset to market rates.
During periods of declining interest rates, because the
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interest rates on variable rate securities generally reset
downward, their market value is unlikely to rise to the same
extent as the value of comparable fixed rate securities.

Mortgage Securities and Asset-Backed Securities:
Mortgage securities differ from conventional debt securities
because principal is paid back periodically over the life of the
security rather than at maturity. The Fund may receive
unscheduled payments of principal due to voluntary
prepayments, refinancings or foreclosures on the underlying
mortgage loans. Because of prepayments, mortgage
securities may be less effective than some other types of
debt securities as a means of "locking in" long-term interest
rates and may have less potential for capital appreciation
during periods of falling interest rates. A reduction in the
anticipated rate of principal prepayments, especially during
periods of rising interest rates, may increase or extend the
effective maturity and duration of mortgage securities,
making them more sensitive to interest rate changes, subject
to greater price volatility, and more susceptible than some
other debt securities to a decline in market value when
interest rates rise. During periods of difficult economic
conditions, delinquencies and losses on commercial
mortgage-backed investments in particular generally
increase, including as a result of the effects of those
conditions on commercial real estate markets, the ability of
commercial tenants to make loan payments, and the ability
of a property to attract and retain commercial tenants.

Mortgage securities purchased on a delayed delivery or
forward commitment basis through the TBA (to-be-
announced) market are subject to the risk that the actual
securities received by the Fund may be less favorable than
anticipated, or that a counterparty will fail to deliver the
security.

Issuers of asset-backed securities may have limited ability to
enforce the security interest in the underlying assets, and
credit enhancements provided to support the securities, if
any, may be inadequate to protect investors in the event of
default. Like mortgage securities, asset-backed securities
are subject to prepayment and extension risks.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, and includes risks associated with: (i)
internal and external political and economic developments —
e.g., the political, economic and social policies and
structures of some foreign countries may be less stable and
more volatile than those in the U.S. or some foreign
countries may be subject to trading restrictions or economic
sanctions; diplomatic and political developments could affect
the economies, industries, and securities and currency
markets of the countries in which the Fund is invested, which
can include rapid and adverse political changes; social
instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war; (ii)
trading practices — e.g., government supervision and
regulation of foreign securities and currency markets, trading
systems and brokers may be less than in the U.S.; (iii)
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availability of information — e.g., foreign issuers may not be
subject to the same disclosure, accounting and financial
reporting standards and practices as U.S. issuers; (iv)
limited markets — e.g., the securities of certain foreign
issuers may be less liquid (harder to sell) and more volatile;
and (v) currency exchange rate fluctuations and policies —
e.g., fluctuations may negatively affect investments
denominated in foreign currencies and any income received
or expenses paid by the Fund in that foreign currency.

Sovereign Debt Securities: Sovereign debt securities are
subject to various risks in addition to those relating to debt
securities and foreign investments generally, including, but
not limited to, the risk that a governmental entity may be
unwilling or unable to pay interest and repay principal on its
sovereign debt, or otherwise meet its obligations when due
because of cash flow problems, insufficient foreign reserves,
the relative size of the debt service burden to the economy
as a whole, the government’s policy towards principal
international lenders such as the International Monetary
Fund, or the political considerations to which the government
may be subject. If a sovereign debtor defaults (or threatens
to default) on its sovereign debt obligations, the
indebtedness may be restructured. Some sovereign debtors
have in the past been able to restructure their debt
payments without the approval of some or all debt holders or
to declare moratoria on payments. In the event of a default
on sovereign debt, the Fund may also have limited legal
recourse against the defaulting government entity.

Emerging Market Countries: The Fund'’s investments in
securities of issuers in emerging market countries are
subject to all of the risks of foreign investing generally, and
have additional heightened risks due to a lack of established
legal, political, business and social frameworks to support
securities markets, including: delays in settling portfolio
securities transactions; currency and capital controls; greater
sensitivity to interest rate changes; pervasiveness of
corruption and crime; currency exchange rate volatility; and
inflation, deflation or currency devaluation.

Floating Rate Corporate Investments: Floating rate
corporate loans and corporate debt securities generally have
credit ratings below investment grade and may be subject to
resale restrictions. They are often issued in connection with
highly leveraged transactions, and may be subject to greater
credit risks than other investments including the possibility of
default or bankruptcy. In addition, a secondary market in
corporate loans may be subject to irregular trading activity,
wide bid/ask spreads and extended trade settlement
periods, which may impair the ability to accurately value
existing and prospective investments and to realize in a
timely fashion the full value upon the sale of a corporate
loan. A significant portion of floating rate investments may
be “covenant lite” loans that may contain fewer or less
restrictive constraints on the borrower or other borrower-
friendly characteristics.

Collateralized Debt Obligations (CDOs): The risks of an
investment in a CDO, a type of asset backed security, and
which includes CLOs, depend largely on the type of
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collateral held by the special purpose entity (SPE) and the
tranche of the CDO in which the Fund invests and may be
affected by the performance of a CDO's collateral manager.
CDOs may be deemed to be illiquid and subject to the
Fund’s restrictions on investments in illiquid investments. In
addition to the normal risks associated with debt securities
and asset backed securities (e.g., interest rate risk, credit
risk and default risk), CDOs carry additional risks including,
but not limited to: (i) the possibility that distributions from
collateral securities will not be adequate to make interest or
other payments; (ii) the quality of the collateral may decline
in value or quality or go into default or be downgraded; (iii)
the Fund may invest in tranches of a CDO that are
subordinate to other classes; and (iv) the complex structure
of the security may not be fully understood at the time of
investment. These risks are amplified in tranches of CDOs
that are subordinate to other tranches.

Prepayment: Prepayment risk occurs when a debt security
can be repaid in whole or in part prior to the security's
maturity and the Fund must reinvest the proceeds it
receives, during periods of declining interest rates, in
securities that pay a lower rate of interest. Also, if a security
has been purchased at a premium, the value of the premium
would be lost in the event of prepayment. Prepayments
generally increase when interest rates fall.

Liquidity: The trading market for a particular security or
type of security or other investments in which the Fund
invests may become less liquid or even illiquid. Reduced
liquidity will have an adverse impact on the Fund'’s ability to
sell such securities or other investments when necessary to
meet the Fund’s liquidity needs, which may arise or increase
in response to a specific economic event or because the
investment manager wishes to purchase particular
investments or believes that a higher level of liquidity would
be advantageous. Reduced liquidity will also generally lower
the value of such securities or other investments. Market
prices for such securities or other investments may be
relatively volatile.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Derivative Instruments: The performance of derivative
instruments depends largely on the performance of an
underlying instrument, such as a currency, security, interest
rate or index, and such instruments often have risks similar
to their underlying instrument, in addition to other risks.
Derivative instruments involve costs and can create
economic leverage in the Fund's portfolio which may result
in significant volatility and cause the Fund to participate in
losses (as well as gains) in an amount that exceeds the
Fund's initial investment. Other risks include illiquidity,
mispricing or improper valuation of the derivative instrument,
and imperfect correlation between the value of the derivative
and the underlying instrument so that the Fund may not

realize the intended benefits. When a derivative is used for
hedging, the change in value of the derivative may also not
correlate specifically with the currency, security, interest
rate, index or other risk being hedged. With over-the-counter
derivatives, there is the risk that the other party to the
transaction will fail to perform.

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.

Currency Management Strategies: Currency
management strategies may substantially change the Fund’s
exposure to currency exchange rates and could result in
losses to the Fund if currencies do not perform as the
investment manager expects. In addition, currency
management strategies, to the extent that they reduce the
Fund’s exposure to currency risks, also reduce the Fund’s
ability to benefit from favorable changes in currency
exchange rates. Using currency management strategies for
purposes other than hedging further increases the Fund’s
exposure to foreign investment losses. Currency markets
generally are not as regulated as securities markets. In
addition, currency rates may fluctuate significantly over short
periods of time, and can reduce returns.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.
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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.

FUND SUMMARY
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Performance

The following bar chart and table provide some indication of
the risks of investing in the Fund. The bar chart shows
changes in the Fund's performance from year to year for
Class 2 shares. The table shows how the Fund's average
annual returns for 1 year, 5 years, 10 years or since
inception, as applicable, compared with those of a broad
measure of market performance. The Fund's past

Class 2 Annual Total Returns

7.94% 8.05% 8.18%

performance is not necessarily an indication of how the Fund
will perform in the future.

Performance reflects all Fund expenses but does not include
any fees or sales charges imposed by variable insurance
contracts, qualified plans or funds of funds. If they had been
included, the returns shown below would be lower. Investors
should consult the variable insurance contract prospectus, or
the disclosure documents for qualified plans or funds of
funds for more information.

1.24%

-10.75%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Year

Best Quarter: 2020, Q2 7.31%
Worst Quarter: 2020, Q1 -9.48%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Franklin Strategic Income VIP Fund - Class 1 7.42% 2.15% 3.36%
Franklin Strategic Income VIP Fund - Class 2 7.24% 1.92% 3.10%
Franklin Strategic Income VIP Fund - Class 4 7.05% 1.81% 3.00%
Bloomberg U.S. Aggregate Index (index reflects no deduction for fees, expenses or taxes) 7.30% -0.36% 2.01%

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject

to change.
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Investment Manager

Franklin Advisers, Inc. (Advisers or investment manager)

Portfolio Managers

Sonal Desai, Ph.D.
Executive Vice President and Director of Advisers and
portfolio manager of the Fund since 2018.

Patrick Klein, Ph.D.
Senior Vice President of Advisers and portfolio manager of
the Fund since 2022.

Patricia O’Connor, CFA*
Vice President of Advisers and portfolio manager of the
Fund since 2016.

Michael V. Salm
Portfolio Manager of Advisers and portfolio manager of the
Fund since 2024.

Albert Chan, CFA
Portfolio Manager of Advisers and portfolio manager of the
Fund since September 2025.

Matthew J. Walkup**
Portfolio Manager of Advisers and portfolio manager of the
Fund since June 2026.

*Effective June 30, 2026, Patricia O’Connor will step down
as a member of the Fund’s portfolio management team.

**Effective June 30, 2026, Matthew J. Walkup will join the
Fund’s portfolio management team.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance
product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable

FUND SUMMARY

contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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FUND SUMMARY

FRANKLIN U.S. GOVERNMENT SECURITIES VIP FUND

Investment Goal

Income.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2
Management fees 0.50% 0.50%
Distribution and service (12b-1) fees None 0.25%
Other expenses 0.03% 0.03%
Acquired fund fees and expenses 0.01% 0.01%
Total annual Fund operating expenses' 0.54% 0.79%

1 Total annual Fund operating expenses differ from the ratio of expenses to
average net assets shown in the Financial Highlights, which reflect the operating
expenses of the Fund and do not include acquired fund fees and expenses.

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

1 Year 3 Years 5 Years 10

Years

Class 1 $55 $173 $302 $678
Class 2 $81 $253 $439 $978

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,

the Fund's portfolio turnover rate was 23.32% of the average
value of its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests at least
80% of its net assets in U.S. government securities. The
Fund invests primarily to predominantly in fixed rate and
variable rate mortgage-backed securities, a significant to
substantial amount of which is in securities issued by the
Government National Mortgage Association (Ginnie Maes).
Ginnie Maes represent an ownership interest in mortgage
loans pooled together for sale to investors to finance
purchases of homes. The mortgage loans may have either
fixed or adjustable interest rates. As the underlying
mortgage loans are paid off, Ginnie Maes provide investors
with monthly payments of interest and principal as well as
any unscheduled prepayments on the underlying mortgage
loans.

Ginnie Maes carry a guarantee as to the timely repayment of
principal and interest that is backed by the full faith and
credit of the U.S. government. The full faith and credit
guarantee does not apply to the market prices and yields of
the Ginnie Maes or to the net asset value or performance of
the Fund, which will vary with changes in interest rates and
other market conditions.

The Fund may also invest in mortgage-backed and other
securities issued or guaranteed by the Federal National
Mortgage Association (Fannie Mae) or the Federal Home
Loan Mortgage Corporation (Freddie Mac). Securities issued
or guaranteed by Fannie Mae and Freddie Mac are not
backed by the full faith and credit of the U.S. government,
but rather are generally supported only by the
creditworthiness of the issuer.

The Fund may invest in U.S. Treasury STRIPS, bills, bonds,
notes and Treasury inflation-protected securities.

Government agency or instrumentality issues have different
levels of credit support. Ginnie Mae pass-through mortgage
certificates are backed by the full faith and credit of the U.S.
government. U.S. government-sponsored entities, such
as Fannie Mae and Freddie Mac, may be chartered by
Acts of Congress, but their securities are neither issued
nor guaranteed by the U.S. government. Although the
U.S. government has provided financial support to
Fannie Mae and Freddie Mac, no assurance can be
given that the U.S. government will continue to do so.
Accordingly, securities issued by Fannie Mae and Freddie
Mac may involve a greater risk of non-payment of principal
and interest. Investors should remember that guarantees of
timely repayment of principal and interest do not apply to the
market prices and yields of the securities or to the net asset
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value or performance of the Fund, which will vary with
changes in interest rates and other market conditions.

The Fund may also invest in other U.S. government
securities, which may or may not be backed by the full faith
and credit of the U.S. government.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Interest Rate: When interest rates rise, debt security prices
generally fall. The opposite is also generally true: debt
security prices rise when interest rates fall. Interest rate
changes are influenced by a number of factors, including
government policy, monetary policy, inflation expectations,
perceptions of risk, and supply of and demand for bonds. In
general, securities with longer maturities or durations are
more sensitive to interest rate changes.

Prepayment: Prepayment risk occurs when a debt security
can be repaid in whole or in part prior to the security's
maturity and the Fund must reinvest the proceeds it
receives, during periods of declining interest rates, in
securities that pay a lower rate of interest. Also, if a security
has been purchased at a premium, the value of the premium
would be lost in the event of prepayment. Prepayments
generally increase when interest rates fall.

Mortgage Securities: Mortgage securities differ from
conventional debt securities because principal is paid back
periodically over the life of the security rather than at
maturity. The Fund may receive unscheduled payments of
principal due to voluntary prepayments, refinancings or
foreclosures on the underlying mortgage loans. Because of
prepayments, mortgage securities may be less effective than
some other types of debt securities as a means of "locking
in" long-term interest rates and may have less potential for
capital appreciation during periods of falling interest rates. A
reduction in the anticipated rate of principal prepayments,
especially during periods of rising interest rates, may
increase or extend the effective maturity and duration of
mortgage securities, making them more sensitive to interest
rate changes, subject to greater price volatility, and more
susceptible than some other debt securities to a decline in
market value when interest rates rise.

Extension: The market value of some fixed rate debt
securities (such as certain asset-backed and mortgage-
backed securities) will be adversely affected when bond
calls or prepayments on underlying mortgages or other
assets are less or slower than anticipated, particularly when
interest rates rise. When that occurs, the effective maturity
date of the Fund’s investment may be extended, resulting in
an increase in interest rate sensitivity to that of a longer-term
instrument. Such extension may also effectively lock-in a

below market interest rate and reduce the value of the debt
security.

Ginnie Maes: Ginnie Maes differ from conventional
corporate debt securities because principal is paid back
monthly over the life of the security rather than at maturity.
The Fund may receive unscheduled payments of principal
due to voluntary prepayments, refinancing or foreclosure on
the underlying mortgage loans. Because of prepayments,
Ginnie Maes may be less effective than some other types of
securities as a means of "locking in" long-term interest rates
and may have less potential for capital appreciation during
periods of falling interest rates. A reduction in the anticipated
rate of principal prepayments, especially during periods of
rising interest rates, may increase the effective maturity of
Ginnie Maes, making them more susceptible than some
other debt securities to a decline in market value when
interest rates rise.

Income: The Fund's distributions to shareholders may
decline when prevailing interest rates fall, when the Fund
experiences defaults on debt securities it holds or when the
Fund realizes a loss upon the sale of a debt security.

Credit: An issuer of debt securities may fail to make interest
payments or repay principal when due, in whole or in part.
Changes in an issuer's financial strength or in a security's or
government's credit rating may affect a security's value.
While securities issued by Ginnie Mae are backed by the full
faith and credit of the U.S. government, not all securities of
the various U.S. government agencies are, including those
of Fannie Mae and Freddie Mac. Accordingly, securities
issued by Fannie Mae and Freddie Mac may involve a risk of
non-payment of principal and interest.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
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countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund'’s performance and liquidity.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.

FUND SUMMARY
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Performance

The following bar chart and table provide some indication of
the risks of investing in the Fund. The bar chart shows
changes in the Fund's performance from year to year for
Class 2 shares. The table shows how the Fund's average
annual returns for 1 year, 5 years, 10 years or since
inception, as applicable, compared with those of a broad
measure of market performance and an additional index with

Class 2 Annual Total Returns

characteristics relevant to the Fund. The Fund's past
performance is not necessarily an indication of how the Fund
will perform in the future.

Performance reflects all Fund expenses but does not include
any fees or sales charges imposed by variable insurance
contracts, qualified plans or funds of funds. If they had been
included, the returns shown below would be lower. Investors
should consult the variable insurance contract prospectus, or
the disclosure documents for qualified plans or funds of
funds for more information.

6.69%

9.75%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Year

Best Quarter: 2023, Q4 5.61%
Worst Quarter: 2022, Q3 -4.29%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Franklin U.S. Government Securities VIP Fund - Class 1 7.01% 0.26% 1.39%
Franklin U.S. Government Securities VIP Fund - Class 2 6.69% 0.02% 1.14%
Bloomberg U.S. Aggregate Index (index reflects no deduction for fees, expenses or taxes) 7.30% -0.36% 2.01%
Bloomberg U.S. Government - Intermediate Index (index reflects no deduction for fees, 6.50% 0.64% 1.76%

expenses or taxes)

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject

to change.
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Investment Manager

Franklin Advisers, Inc. (Advisers or investment manager)

Portfolio Managers

Neil Dhruv
Vice President of Advisers and portfolio manager of the
Fund since 2019.

Jatin Misra, Ph.D., CFA
Portfolio Manager of Advisers and portfolio manager of the
Fund since 2024.

Michael V. Salm
Portfolio Manager of Advisers and portfolio manager of the
Fund since 2024.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance
product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
primarily ordinary income) will be exempt from current
taxation if left to accumulate within the variable contract. You

FUND SUMMARY

should refer to your contract prospectus for more information
on these tax consequences.

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.

Franklin U.S. Government Securities VIP Fund FUS-S5
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FUND SUMMARY

TEMPLETON EMERGING MARKETS VIP FUND

Investment Goal

Long-term capital appreciation.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2 Class 4

Management fees 1.05% 1.05% 1.05%
Distribution and service (12b-1) fees None 0.25% 0.35%
Other expenses 0.07% 0.07% 0.07%
Total annual Fund operating 0 o 0

expenses 1.12% 1.37% 1.47%

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

1 Year 3 Years 5 Years Yealg
Class 1 $114 $356 $617 $1,363
Class 2 $139 $434 $750 $1,647
Class 4 $150 $465 $803 $1,757

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 16.09% of the average
value of its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests at least
80% of its net assets in emerging markets investments.
Emerging market countries include those currently
considered to be developing or emerging by the United
Nations or the countries’ authorities or by S&P Dow Jones,
Morgan Stanley Capital International or Russell index
providers. The Fund considers frontier markets to be a
subset of emerging markets and any investments in frontier
markets will be counted toward the Fund’s 80% investment
policy. These countries typically are located in the Asia-
Pacific region (including Hong Kong), Eastern Europe,
Central and South America, the Middle East and Africa.

The Fund invests predominantly in equity securities of
emerging market companies, principally common and
preferred stock and American, Global and European
Depositary Receipts. The Fund is a "non-diversified" fund,
which means it generally invests a greater proportion of its
assets in the securities of one or more issuers and invests
overall in a smaller number of issuers than a diversified fund.

The Fund's investments in equity securities may include
investments in the securities of companies of any
capitalization, including in small and mid-capitalization
companies. The Fund, from time to time, may have
significant investments in one or more markets, such as
China, Taiwan or South Korea, or in particular industries or
sectors, such as the information technology and financial
services sectors, based on economic conditions. In addition
to the Fund's main investments, the Fund may invest up to
20% of its net assets in the securities of issuers in
developed market countries. Investments in Chinese
companies also may be made through a special structure
known as a variable interest entity (VIE) that is designed to
provide foreign investors with exposure to Chinese
companies that operate in certain sectors in which China
restricts or prohibits foreign investments.

When choosing equity investments for the Fund, the
investment manager applies a fundamental research-driven,
long-term approach, focusing on companies with sustainable
earnings power that are trading at a discount to intrinsic
worth. In assessing individual investment opportunities, the
investment manager considers a variety of factors, including
a company’s profit and loss outlook, balance sheet strength,
cash flow trends and asset value in relation to the current
price of the company's securities. The investment manager
also focuses on incorporating environmental, social and
governance (ESG) factors throughout the investment
process, including the Fund’s security-selection and portfolio
construction process.

The Fund focuses on companies with adequate or better
management of material ESG issues, and in analyzing ESG
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factors, the investment manager conducts a materiality-
based ESG assessment through both in-depth research and
engagement with companies as appropriate to assess how a
company's practices are aimed at improving or maintaining
the ESG footprint of its operating model. The following
provides examples of ESG elements that can be taken into
consideration when assessing a company:

e Environmental considerations, which can include issues
such as resource efficiency, carbon emissions
management, waste prevention and recycling and
pollution prevention and control.

e Social considerations, which can include issues such as
labor standards, fair wages, diversity and gender
balance, health and safety practices and product safety.

e Governance considerations, which can include issues
such as appropriate accounting practices, alignment of
interests, board effectiveness, capital allocation,
shareholder rights and quality of disclosures.

In addition, the investment manager assesses the potential
for improvement through the Fund’s engagement as an
active owner. These are targeted engagements with specific
goals and objectives based on scope for improvement. The
investment manager seeks companies that are good or
improving stewards aligned with shareholder interest and the
investment manager’s governance assessment includes
regular dialogue with companies, monitoring material ESG
issues and voting proxies.

The Fund also applies specific ESG exclusions, including
companies which, according to the investment manager’s
analysis:

e repeatedly and/or seriously violate the United Nations
Global Compact Principles, without positive perspective;

¢ manufacture nuclear or controversial weapons defined
as anti-personnel mines, biological & chemical
weaponry, depleted uranium and cluster munitions or
those that manufacture components intended for use in
such weapons (companies that derive more than 10%
revenue from any other weapons are also to be
excluded);

e derive more than 25% of their revenue from thermal
coal extraction; or

¢ manufacture tobacco or tobacco products.

In certain circumstances, there may be times when not every
investment is assessed for ESG factors and, when they are,
not every ESG factor may be identified or evaluated.

The investment manager may consider selling an equity
security when it believes the security has become
overvalued due to either its price appreciation or changes in
the company’s fundamentals, when there is significant
deterioration of its ESG factors, or when the investment
manager believes another security is a more attractive
investment opportunity.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund'’s performance and liquidity.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, and includes risks associated with: (i)
internal and external political and economic developments —
e.g., the political, economic and social policies and
structures of some foreign countries may be less stable and
more volatile than those in the U.S. or some foreign
countries may be subject to trading restrictions or economic
sanctions; diplomatic and political developments could affect
the economies, industries, and securities and currency
markets of the countries in which the Fund is invested, which
can include rapid and adverse political changes; social
instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war; (ii)
trading practices — e.g., government supervision and
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regulation of foreign securities and currency markets, trading
systems and brokers may be less than in the U.S.; (iii)
availability of information — e.g., foreign issuers may not be
subject to the same disclosure, accounting and financial
reporting standards and practices as U.S. issuers; (iv)
limited markets — e.g., the securities of certain foreign
issuers may be less liquid (harder to sell) and more volatile;
and (v) currency exchange rate fluctuations and policies —
e.g., fluctuations may negatively affect investments
denominated in foreign currencies and any income received
or expenses paid by the Fund in that foreign currency. The
risks of foreign investments may be greater in developing or
emerging market countries.

China and Taiwan companies: There are special risks
associated with investments in China, including
expropriation, confiscatory taxation, nationalization and
exchange control regulations (including currency blockage).
Heightened geopolitical risks and adverse Government
policies can have an impact on Chinese companies. In
addition, investments in Taiwan and Hong Kong (Greater
China) could be adversely affected by their political and
economic relationship with China. Chinese companies with
securities listed on U.S. securities exchanges, including
those that utilize variable interest entity (“VIE”) structures,
may be delisted if they do not meet U.S. accounting
standards and auditor oversight requirements, which could
significantly decrease the liquidity and value of such
investments. In addition, the standards for environmental,
social and corporate governance matters in Greater China
tend to be lower than such standards in more developed
economies. There may be significant obstacles to obtaining
information necessary for investigations into or litigation
against companies located in or operating in China and
shareholders may have limited legal remedies.

Trade disputes and the imposition of tariffs on goods and
services can affect the economies of countries in which the
Fund invests, particularly those countries with large export
sectors, as well as the global economy. Trade disputes can
result in increased costs of production and reduced
profitability for non-export-dependent companies that rely on
imports to the extent a country engages in retaliatory tariffs.
Trade disputes may also lead to increased currency
exchange rate volatility.

Certain investments in Chinese companies are made
through a special structure known as a VIE. In a VIE
structure, foreign investors, such as the Fund, will only own
stock in a shell company rather than directly in the VIE,
which must be owned by Chinese nationals (and/or Chinese
companies) to obtain the licenses and/or assets required to
operate in a restricted or prohibited sector in China. The
value of the shell company is derived from its ability to
consolidate the VIE into its financials pursuant to contractual
arrangements that allow the shell company to exert a degree
of control over, and obtain economic benefits arising from,
the VIE without formal legal ownership. While VIEs are a
longstanding industry practice and are well known by
Chinese officials and regulators, the structure historically has
not been formally recognized under Chinese law and it is
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uncertain whether Chinese officials or regulators will
withdraw their implicit acceptance of the structure. It is also
uncertain whether the contractual arrangements, which may
be subject to conflicts of interest between the legal owners
of the VIE and foreign investors, would be enforced by
Chinese courts or arbitration bodies. Prohibitions of these
structures by the Chinese government, or the inability to
enforce such contracts, from which the shell company
derives its value, would likely cause the VIE-structured
holding(s) to suffer significant, detrimental, and possibly
permanent losses, and in turn, adversely affect the Fund’s
returns and net asset value.

South Korean securities: Investments in South Korean
securities may subject the Fund to legal, regulatory, political,
currency, security, and economic risks that are specific to
South Korea. In addition, economic and political
developments of South Korea’s neighbors or potential
hostilities with North Korea may have an adverse effect on
the South Korean economy. The South Korean economy is
heavily reliant on trading exports, especially with other Asian
countries and the U.S. Conditions that weaken demand for
key South Korean exports, and disruptions or decreases in
trade activity could lead to declines in economic growth.

Emerging Market Countries: The Fund’s investments in
securities of issuers in emerging market countries are
subject to all of the risks of foreign investing generally, and
have additional heightened risks due to a lack of established
legal, political, business and social frameworks to support
securities markets, including: delays in settling portfolio
securities transactions; currency and capital controls; greater
sensitivity to interest rate changes; pervasiveness of
corruption and crime; currency exchange rate volatility; and
inflation, deflation or currency devaluation.

The risks of investing in traditional emerging markets are
magnified in frontier markets countries (which are a subset
of emerging markets countries) because they generally have
smaller economies and less developed capital markets than
in traditional emerging markets.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Information technology companies: Companies operating
within information technology related industries may be
affected by worldwide technological developments, the
success of their products and services (which may be
outdated quickly), anticipated products or services that are
delayed or cancelled, and investor perception of the
company and/or its products or services. These companies
typically face intense competition and potentially rapid
product obsolescence. They may also have limited product
lines, markets, financial resources or personnel. Technology
companies are also heavily dependent on intellectual
property rights and may be adversely affected by loss or
impairment of those rights. There can be no assurance
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these companies will be able to successfully protect their
intellectual property to prevent the misappropriation of their
technology, or that competitors will not develop technology
that is substantially similar or superior to such companies’
technology. These companies typically engage in significant
amounts of spending on research and development, and
there is no guarantee that the products or services produced
by these companies will be successful. Technology
companies are also potential targets for cyberattacks, which
can have a materially adverse impact on the performance of
these companies. The customers and/or suppliers of
technology companies may be concentrated in a particular
country, region or industry. Any adverse event affecting one
of these countries, regions or industries could have a
negative impact on these companies.

Financial services companies: Financial services
companies are subject to extensive government regulation
that may affect their profitability in many ways, including by
limiting the amount and types of loans and other
commitments they can make, and the interest rates and fees
they can charge. A financial services company's profitability,
and therefore its stock prices, is especially sensitive to
interest rate changes as well as the ability of borrowers to
repay their loans. Changing regulations, continuing
consolidations, and development of new products and
structures all are likely to have a significant impact on
financial services companies.

Small and Mid Capitalization Companies: Securities
issued by small and mid capitalization companies may be
more volatile in price than those of larger companies and
may involve substantial risks. Such risks may include greater
sensitivity to economic conditions, less certain growth
prospects, lack of depth of management and funds for
growth and development, and limited or less developed
product lines and markets. In addition, small and mid
capitalization companies may be particularly affected by
interest rate increases, as they may find it more difficult to
borrow money to continue or expand operations, or may
have difficulty in repaying any loans. The markets for
securities issued by small and mid capitalization companies
also tend to be less liquid than the markets for securities
issued by larger companies.

Non-Diversification: Because the Fund is non-diversified,
it may be more sensitive to economic, business, political or
other changes affecting individual issuers or investments
than a diversified fund, which may negatively impact the
Fund's performance and result in greater fluctuation in the
value of the Fund’s shares.

Value Style Investing: A value stock may not increase in
price as anticipated by the investment manager if other
investors fail to recognize the company's value and bid up
the price, the markets favor faster-growing companies, or
the factors that the investment manager believes will
increase the price of the security do not occur or do not have
the anticipated effect.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The

Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused issuers and may have lower or
adverse ESG assessments. Consideration of ESG factors
may affect the Fund’s exposure to certain issuers or
industries and may not work as intended. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. The investment manager does not assess every
investment for ESG factors and, when it does, not every
ESG factor may be identified or evaluated. The investment
manager’s assessment of an issuer's ESG factors is
subjective and will likely differ from that of investors, third
party service providers (e.g., ratings providers) and other
funds. As a result, securities selected by the investment
manager may not reflect the beliefs and values of any
particular investor. The investment manager also may be
dependent on the availability of timely, complete and
accurate ESG data reported by issuers and/or third-party
research providers, the timeliness, completeness and
accuracy of which is out of the investment manager’s
control. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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
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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.

Templeton Emerging Markets VIP Fund TE-S5



FUND SUMMARY

Performance

The following bar chart and table provide some indication of
the risks of investing in the Fund. The bar chart shows
changes in the Fund's performance from year to year for
Class 2 shares. The table shows how the Fund's average
annual returns for 1 year, 5 years, 10 years or since
inception, as applicable, compared with those of a broad
measure of market performance. The Fund's past

Class 2 Annual Total Returns

40.41%

26.70%
17.18%

-15.79%

-21.98%

12.62%
1.67%

performance is not necessarily an indication of how the Fund
will perform in the future.

Performance reflects all Fund expenses but does not include
any fees or sales charges imposed by variable insurance
contracts, qualified plans or funds of funds. If they had been
included, the returns shown below would be lower. Investors
should consult the variable insurance contract prospectus, or
the disclosure documents for qualified plans or funds of
funds for more information.

46.27%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Year

Best Quarter: 2020, Q2 19.74%
Worst Quarter: 2020, Q1 -25.68%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Templeton Emerging Markets VIP Fund - Class 1 46.64% 5.73% 10.68%
Templeton Emerging Markets VIP Fund - Class 2 46.27% 5.46% 10.40%
Templeton Emerging Markets VIP Fund - Class 4 46.09% 5.34% 10.28%
MSCI Emerging Markets Index-NR (index reflects no deduction for fees, expenses or taxes but o o o
are net of dividend tax withholding) 33.57% 4.20% 8.42%
MSCI All Country World ex-US Index-NR (index reflects no deduction for fees, expenses or 32.39% 7.91% 8.41%

taxes but are net of dividend tax withholding)*

* Effective May 1, 2026, the Fund will no longer compare its performance to the MSCI All Country World Ex-U.S. Index- NR. The Fund will continue to compare its
performance to the MSCI Emerging Markets Index-NR, a broad-based securities market index.

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject

to change.
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Investment Manager

Templeton Asset Management Ltd. (Asset Management or
investment manager)

Sub-Advisor

Franklin Templeton Investment Management Limited
(FTIML). For purposes of the Fund’s investment strategies,
techniques and risks, the term “investment manager”
includes the sub-advisor.

Portfolio Managers

Chetan Sehgal, CFA

Director of Portfolio Management, Portfolio Manager of
Asset Management, and portfolio manager of the Fund since
2017.

Andrew Ness, ASIP

Portfolio Manager of FTIML and portfolio manager of the
Fund since 2020.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance
product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

FUND SUMMARY

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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TEMPLETON FOREIGN VIP FUND

Investment Goal

Long-term capital growth.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2 Class 4

Management fees 0.80% 0.80% 0.80%
Distribution and service (12b-1) fees None 0.25% 0.35%
Other expenses 0.03% 0.03% 0.03%
Acquired fund fees and expenses 0.01% 0.01% 0.01%
Total annual Fund operating

o, o o
expenses’ 0.84% 1.09% 1.19%

Fee waiver and/or expense

reimbursement -0.01% -0.01% -0.01%

Total annual Fund operating
expenses after fee waiver and/or
expense reimbursement 0.83% 1.08% 1.18%

1 Total annual Fund operating expenses differ from the ratio of expenses to
average net assets shown in the Financial Highlights, which reflect the operating
expenses of the Fund and do not include acquired fund fees and expenses.

2 The investment manager has agreed to reduce its fees to reflect reduced
services resulting from the Fund’s investments in Franklin Templeton affiliated
funds. This arrangement cannot be terminated prior to April 30, 2027 without
approval of the board of trustees.

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. The Example reflects adjustments made to the
Fund's operating expenses due to the fee waivers and/or
expense reimbursements by management for the 1 Year
numbers only. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

FUND SUMMARY

1 Year 3 Years 5 Years Yea1rg
Class 1 $85 $267 $465 $1,037
Class 2 $110 $345 $600 $1,328
Class 4 $120 $377 $654 $1,444

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 65.93% of the average
value of its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests at least
80% of its net assets in investments of issuers located
outside the U.S., including those in emerging markets.
Under normal market conditions, the Fund invests
predominantly in equity securities, primarily to predominantly
in common stock. While there are no set percentage targets,
the Fund invests predominantly in large to mid capitalization
companies and may invest a portion in small capitalization
companies. The Fund also invests in American, European
and Global Depositary Receipts. Although the investment
manager will search for investments across a large number
of countries, regions and sectors, from time to time, based
on economic conditions, the Fund may have significant
positions in particular countries, regions or sectors.

The investment manager may consider selling an equity
security when it believes the security has become
overvalued due to either its price appreciation or changes in
the company's fundamentals, or when the investment
manager believes another security is a more attractive
investment opportunity.

The Fund may, from time to time, engage in currency-related
derivatives, such as currency and cross-currency forwards
and currency futures contracts, to seek to hedge (protect)
against currency risks.

When choosing equity investments for the Fund, the
investment manager applies a “bottom-up,” value-oriented,
long-term approach, focusing on the market price of a
company’s securities relative to the investment manager’s
evaluation of the company’s long-term earnings, asset value
and cash flow potential. The investment manager also
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considers a company’s price/earnings ratio, profit margins
and liquidation value.

The Fund may also use a variety of equity-related
derivatives, which may include equity futures and equity
index futures, for various purposes including enhancing
Fund returns, increasing liquidity and gaining exposure to
particular markets in more efficient or less expensive ways.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, and includes risks associated with: (i)
internal and external political and economic developments —
e.g., the political, economic and social policies and
structures of some foreign countries may be less stable and
more volatile than those in the U.S. or some foreign

countries may be subject to trading restrictions or economic
sanctions; diplomatic and political developments could affect
the economies, industries, and securities and currency
markets of the countries in which the Fund is invested, which
can include rapid and adverse political changes; social
instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war; (ii)
trading practices — e.g., government supervision and
regulation of foreign securities and currency markets, trading
systems and brokers may be less than in the U.S.; (iii)
availability of information — e.g., foreign issuers may not be
subject to the same disclosure, accounting and financial
reporting standards and practices as U.S. issuers; (iv)
limited markets — e.g., the securities of certain foreign
issuers may be less liquid (harder to sell) and more volatile;
and (v) currency exchange rate fluctuations and policies —
e.g., fluctuations may negatively affect investments
denominated in foreign currencies and any income received
or expenses paid by the Fund in that foreign currency. The
risks of foreign investments may be greater in developing or
emerging market countries.

Regional: To the extent that the Fund invests a significant
portion of its assets in a specific geographic region or a
particular country, including Europe, the Fund will generally
have more exposure to the specific regional or country risks.
In the event of economic or political turmoil or a deterioration
of diplomatic relations in a region or country where a
substantial portion of the Fund’s assets are invested, the
Fund may experience substantial illiquidity or reduction in
the value of the Fund’s investments. Adverse conditions in a
certain region or country can adversely affect securities of
issuers in other countries whose economies appear to be
unrelated. Current uncertainty concerning the ultimate
economic consequences and geopolitical effects of Russia’s
military invasion of Ukraine in February 2022 and concerns
regarding potential escalation in the region have resulted in
increased market volatility.

Developing Market Countries: The Fund’s investments in
securities of issuers in developing market countries are
subject to all of the risks of foreign investing generally, and
have additional heightened risks due to a lack of established
legal, political, business and social frameworks to support
securities markets, including: delays in settling portfolio
securities transactions; currency and capital controls; greater
sensitivity to interest rate changes; pervasiveness of
corruption and crime; currency exchange rate volatility; and
inflation, deflation or currency devaluation.

Value Style Investing: A value stock may not increase in
price as anticipated by the investment manager if other
investors fail to recognize the company's value and bid up
the price, the markets favor faster-growing companies, or
the factors that the investment manager believes will
increase the price of the security do not occur or do not have
the anticipated effect.

Liquidity: The trading market for a particular security or
type of security or other investments in which the Fund
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invests may become less liquid or even illiquid. Reduced
liquidity will have an adverse impact on the Fund'’s ability to
sell such securities or other investments when necessary to
meet the Fund’s liquidity needs, which may arise or increase
in response to a specific economic event or because the
investment manager wishes to purchase particular
investments or believes that a higher level of liquidity would
be advantageous. Reduced liquidity will also generally lower
the value of such securities or other investments. Market
prices for such securities or other investments may be
relatively volatile.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Small and Mid Capitalization Companies: Securities
issued by small and mid capitalization companies may be
more volatile in price than those of larger companies and
may involve substantial risks. Such risks may include greater
sensitivity to economic conditions, less certain growth
prospects, lack of depth of management and funds for
growth and development, and limited or less developed
product lines and markets. In addition, small and mid
capitalization companies may be particularly affected by
interest rate increases, as they may find it more difficult to
borrow money to continue or expand operations, or may
have difficulty in repaying any loans. The markets for
securities issued by small and mid capitalization companies
also tend to be less liquid than the markets for securities
issued by larger companies.

Derivative Instruments: The performance of derivative
instruments depends largely on the performance of an
underlying instrument, such as a currency, security, interest
rate or index, and such instruments often have risks similar
to their underlying instrument, in addition to other risks.
Derivative instruments involve costs and can create
economic leverage in the Fund's portfolio which may result
in significant volatility and cause the Fund to participate in
losses (as well as gains) in an amount that exceeds the
Fund's initial investment. Other risks include illiquidity,
mispricing or improper valuation of the derivative instrument,
and imperfect correlation between the value of the derivative
and the underlying instrument so that the Fund may not
realize the intended benefits. When a derivative is used for
hedging, the change in value of the derivative may also not
correlate specifically with the currency, security, interest
rate, index or other risk being hedged. With over-the-counter
derivatives, there is the risk that the other party to the
transaction will fail to perform.

FUND SUMMARY

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.
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Performance

The following bar chart and table provide some indication of
the risks of investing in the Fund. The bar chart shows
changes in the Fund's performance from year to year for
Class 2 shares. The table shows how the Fund's average
annual returns for 1 year, 5 years, 10 years or since
inception, as applicable, compared with those of a broad
measure of market performance. The Fund's past

Class 2 Annual Total Returns

20.76%

16.69%

12.53%

-15.44%

performance is not necessarily an indication of how the Fund
will perform in the future.

Performance reflects all Fund expenses but does not include
any fees or sales charges imposed by variable insurance
contracts, qualified plans or funds of funds. If they had been
included, the returns shown below would be lower. Investors
should consult the variable insurance contract prospectus, or
the disclosure documents for qualified plans or funds of
funds for more information.

29.19%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Year

Best Quarter: 2022, Q4 20.50%
Worst Quarter: 2020, Q1 -27.49%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Templeton Foreign VIP Fund - Class 1 29.51% 8.52% 6.01%
Templeton Foreign VIP Fund - Class 2 29.19% 8.25% 5.75%
Templeton Foreign VIP Fund - Class 4 28.97% 8.14% 5.64%
MSCI All Country World ex-US Index-NR (index reflects no deduction for fees, expenses or 32.39% 7.91% 8.41%

taxes but are net of dividend tax withholding)

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject

to change.
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Investment Manager

Templeton Investment Counsel, LLC (Investment Counsel)

Portfolio Managers

Peter A. Nori, CFA

Executive Vice President/Portfolio Manager-Research
Analyst of Investment Counsel and portfolio manager of the
Fund since 1999.

Heather Abdinoor, CFA

Senior Vice President/Portfolio Manager-Research Analyst
of Investment Counsel and portfolio manager of the Fund
since 2018.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance
product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

FUND SUMMARY

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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TEMPLETON GLOBAL BOND VIP FUND

Investment Goal

High current income, consistent with preservation of capital.
Capital appreciation is a secondary consideration.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2 Class 4

Management fees 0.47% 0.47% 0.47%
Distribution and service (12b-1) fees None 0.25% 0.35%
Other expenses 0.02% 0.02% 0.02%
Acquired fund fees and expenses 0.04% 0.04% 0.04%
Total annual Fund operating

p 0.53% 0.78% 0.88%
expenses

Fee waiver and/or expense
reimbursement?

Total annual Fund operating
expenses after fee waiver and/or
expense reimbursement 0.50% 0.75% 0.85%

1 Total annual Fund operating expenses differ from the ratio of expenses to
average net assets shown in the Financial Highlights, which reflect the operating
expenses of the Fund and do not include acquired fund fees and expenses.

2. The investment manager has agreed to reduce its fees to reflect reduced
services resulting from the Fund’s investments in Franklin Templeton affiliated
funds. This arrangement cannot be terminated prior to April 30, 2027 without
approval of the board of trustees.

-0.03% -0.03% -0.03%

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. The Example reflects adjustments made to the
Fund's operating expenses due to the fee waivers and/or
expense reimbursements by management for the 1 Year
numbers only. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

FUND SUMMARY

1 Year 3 Years 5 Years Yea1rg
Class 1 $51 $167 $294 $662
Class 2 $77 $247 $431 $964
Class 4 $87 $278 $485 $1,081

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 26.12% of the average
value of its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests at least
80% of its net assets in “bonds.” For purposes of the Fund’s
80% policy, bonds include derivative instruments or other
investments that have economic characteristics similar to
bonds. Bonds include debt obligations of any maturity, such
as bonds, notes, bills and debentures.

The Fund invests predominantly in bonds issued by
governments, government-related entities and government
agencies located around the world. Bonds may be
denominated and issued in the local currency or in another
currency. The Fund may also invest in securities or
structured products that are linked to or derive their value
from another security, asset or currency of any nation. In
addition, the Fund’s assets are invested in issuers located in
at least three countries (including the U.S.). The Fund may
invest without limit in developing markets.

The Fund is a "non-diversified" fund, which means it
generally invests a greater portion of its assets in the
securities of one or more issuers and invests overall in a
smaller number of issuers than a diversified fund.

Although the Fund may buy bonds rated in any category, it
focuses on "investment grade" bonds. These are issues
rated in the top four rating categories by at least one
independent rating agency, such as S&P Global Ratings
(S&P®) or Moody's Investors Service (Moody's) or, if
unrated, determined by the Fund's investment manager to
be of comparable quality. The Fund may invest up to 25% of
its total assets in bonds that are rated below investment
grade or, if unrated determined by the investment manager
to be of comparable quality. Generally, lower rated securities
pay higher yields than more highly rated securities to
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compensate investors for the higher risk. The Fund may
invest in debt securities of any maturity, and the average
maturity of debt securities in the Fund’s portfolio will
fluctuate depending on the investment manager’s outlook on
changing market, economic, and political conditions.

For purposes of pursuing its investment goals, the Fund
regularly enters into various currency related transactions
involving derivative instruments, principally currency and
cross currency forwards and currency options, but it may
also use currency and currency index futures contracts. The
Fund maintains extensive positions in currency related
derivative instruments as a hedging technique or to
implement a currency investment strategy, which could
expose a large amount of the Fund’s assets to obligations
under these instruments. The results of such transactions
may represent, from time to time, a large component of the
Fund’s investment returns. The use of these derivative
transactions may allow the Fund to obtain net long or net
negative (short) exposure to selected currencies. For
purposes of pursuing its investment goals, the Fund
regularly enters into interest rate swaps and may also enter
into various other transactions involving derivatives,
including interest rate/bond futures and credit default swaps.
These derivative instruments may be used for hedging
purposes, to enhance returns, or to obtain net long or net
negative (short) exposure to selected, interest rates,
countries, durations or credit risks.

When choosing investments for the Fund, the investment
manager allocates the Fund's assets based upon its
assessment of changing market, political and economic
conditions. It considers various factors, including evaluation
of interest rates, currency exchange rate changes and credit
risks. The investment manager may consider selling a
security when it believes the security has become fully
valued due to either its price appreciation or changes in the
issuer's fundamentals, or when the investment manager
believes another security is a more attractive investment
opportunity.

The Fund may, at times, maintain a large position in cash
and cash equivalents (including money market funds).

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, and includes risks associated with: (i)
internal and external political and economic developments —
e.g., the political, economic and social policies and
structures of some foreign countries may be less stable and
more volatile than those in the U.S. or some foreign
countries may be subject to trading restrictions or economic

sanctions; diplomatic and political developments could affect
the economies, industries, and securities and currency
markets of the countries in which the Fund is invested, which
can include rapid and adverse political changes; social
instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war; (ii)
trading practices — e.g., government supervision and
regulation of foreign securities and currency markets, trading
systems and brokers may be less than in the U.S.; (iii)
availability of information — e.g., foreign issuers may not be
subject to the same disclosure, accounting and financial
reporting standards and practices as U.S. issuers; (iv)
limited markets — e.g., the securities of certain foreign
issuers may be less liquid (harder to sell) and more volatile;
and (v) currency exchange rate fluctuations and policies —
e.g., fluctuations may negatively affect investments
denominated in foreign currencies and any income received
or expenses paid by the Fund in that foreign currency. The
risks of foreign investments may be greater in developing or
emerging market countries.

Currency Management Strategies: Currency
management strategies may substantially change the Fund'’s
exposure to currency exchange rates and could result in
losses to the Fund if currencies do not perform as the
investment manager expects. In addition, currency
management strategies, to the extent that they reduce the
Fund’s exposure to currency risks, also reduce the Fund’s
ability to benefit from favorable changes in currency
exchange rates. Using currency management strategies for
purposes other than hedging further increases the Fund’s
exposure to foreign investment losses. Currency markets
generally are not as regulated as securities markets. In
addition, currency rates may fluctuate significantly over short
periods of time, and can reduce returns.

Sovereign Debt Securities: Sovereign debt securities are
subject to various risks in addition to those relating to debt
securities and foreign investments generally, including, but
not limited to, the risk that a governmental entity may be
unwilling or unable to pay interest and repay principal on its
sovereign debt, or otherwise meet its obligations when due
because of cash flow problems, insufficient foreign reserves,
the relative size of the debt service burden to the economy
as a whole, the government’s policy towards principal
international lenders such as the International Monetary
Fund, or the political considerations to which the government
may be subject. If a sovereign debtor defaults (or threatens
to default) on its sovereign debt obligations, the
indebtedness may be restructured. Some sovereign debtors
have in the past been able to restructure their debt
payments without the approval of some or all debt holders or
to declare moratoria on payments. In the event of a default
on sovereign debt, the Fund may also have limited legal
recourse against the defaulting government entity.

Regional: To the extent that the Fund invests a significant
portion of its assets in a specific geographic region or a
particular country, the Fund will generally have more
exposure to the specific regional or country risks. In the
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event of economic or political turmoil or a deterioration of
diplomatic relations in a region or country where a
substantial portion of the Fund’s assets are invested, the
Fund may experience substantial illiquidity or reduction in
the value of the Fund’s investments. Adverse conditions in a
certain region or country can adversely affect securities of
issuers in other countries whose economies appear to be
unrelated. Current uncertainty concerning the ultimate
economic consequences and geopolitical effects of Russia’s
military invasion of Ukraine in February 2022 and concerns
regarding potential escalation in the region have resulted in
increased market volatility.

Developing Market Countries: The Fund’s investments in
securities of issuers in developing market countries are
subject to all of the risks of foreign investing generally, and
have additional heightened risks due to a lack of established
legal, political, business and social frameworks to support
securities markets, including: delays in settling portfolio
securities transactions; currency and capital controls; greater
sensitivity to interest rate changes; pervasiveness of
corruption and crime; currency exchange rate volatility; and
inflation, deflation or currency devaluation.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

Interest Rate: When interest rates rise, debt security prices
generally fall. The opposite is also generally true: debt
security prices rise when interest rates fall. Interest rate
changes are influenced by a number of factors, including
government policy, monetary policy, inflation expectations,

FUND SUMMARY

perceptions of risk, and supply of and demand for bonds. In
general, securities with longer maturities or durations are
more sensitive to interest rate changes.

Credit: An issuer of debt securities may fail to make interest
payments or repay principal when due, in whole or in part.
Changes in an issuer's financial strength or in a security's or
government's credit rating may affect a security's value.

Portfolio Turnover: Active and frequent trading may
increase a shareholder’s tax liability and the Fund’s
transaction costs, which could detract from Fund
performance.

Liquidity: The trading market for a particular security or
type of security or other investments in which the Fund
invests may become less liquid or even illiquid. Reduced
liquidity will have an adverse impact on the Fund’s ability to
sell such securities or other investments when necessary to
meet the Fund’s liquidity needs, which may arise or increase
in response to a specific economic event or because the
investment manager wishes to purchase particular
investments or believes that a higher level of liquidity would
be advantageous. Reduced liquidity will also generally lower
the value of such securities or other investments. Market
prices for such securities or other investments may be
relatively volatile.

High-Yield Debt Instruments: Issuers of lower-rated or
“high-yield” debt instruments (also known as “junk bonds”)
are not as strong financially as those issuing higher credit
quality debt instruments. High-yield debt instruments are
generally considered predominantly speculative by the
applicable rating agencies as their issuers are more likely to
encounter financial difficulties because they may be more
highly leveraged, or because of other considerations. In
addition, high yield debt instruments generally are more
vulnerable to changes in the relevant economy, such as a
recession or a sustained period of rising interest rates, that
could affect their ability to make interest and principal
payments when due. The prices of high-yield debt
instruments generally fluctuate more than those of higher
credit quality. High-yield debt instruments are generally more
illiquid (harder to sell) and harder to value.

Derivative Instruments: The performance of derivative
instruments depends largely on the performance of an
underlying instrument, such as a currency, security, interest
rate or index, and such instruments often have risks similar
to their underlying instrument, in addition to other risks.
Derivative instruments involve costs and can create
economic leverage in the Fund's portfolio which may result
in significant volatility and cause the Fund to participate in
losses (as well as gains) in an amount that exceeds the
Fund's initial investment. Other risks include illiquidity,
mispricing or improper valuation of the derivative instrument,
and imperfect correlation between the value of the derivative
and the underlying instrument so that the Fund may not
realize the intended benefits. When a derivative is used for
hedging, the change in value of the derivative may also not
correlate specifically with the currency, security, interest
rate, index or other risk being hedged. With over-the-counter
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derivatives, there is the risk that the other party to the
transaction will fail to perform.

Income: The Fund's distributions to shareholders may
decline when prevailing interest rates fall, when the Fund
experiences defaults on debt securities it holds or when the
Fund realizes a loss upon the sale of a debt security.

Non-Diversification: Because the Fund is non-diversified,
it may be more sensitive to economic, business, political or
other changes affecting individual issuers or investments
than a diversified fund, which may negatively impact the
Fund's performance and result in greater fluctuation in the
value of the Fund’s shares.

Cash Position: To the extent that the Fund holds a large
position in cash/cash equivalents (including money market
funds) the Fund may lose opportunities to participate in
market appreciation and may have lower returns than if the
Fund made other investments. In such circumstances, the
Fund may not achieve its investment goal.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.
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Performance

The following bar chart and table provide some indication of
the risks of investing in the Fund. The bar chart shows
changes in the Fund's performance from year to year for
Class 2 shares. The table shows how the Fund's average
annual returns for 1 year, 5 years, 10 years or since
inception, as applicable, compared with those of a broad
measure of market performance and additional indexes with

Class 2 Annual Total Returns

2.94% 2.88%

1.93% 1.94% 1.63%

-4.92% -4.99% -4.95%

FUND SUMMARY

characteristics relevant to the Fund. The Fund's past
performance is not necessarily an indication of how the Fund
will perform in the future.

Performance reflects all Fund expenses but does not include
any fees or sales charges imposed by variable insurance
contracts, qualified plans or funds of funds. If they had been
included, the returns shown below would be lower. Investors
should consult the variable insurance contract prospectus, or
the disclosure documents for qualified plans or funds of
funds for more information.

15.73%

-11.37%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Year

Best Quarter: 2024, Q3 9.74%
Worst Quarter: 2024, Q4 -12.19%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Templeton Global Bond VIP Fund - Class 1 16.09% -0.69% 0.11%
Templeton Global Bond VIP Fund - Class 2 15.73% -0.96% -0.15%
Templeton Global Bond VIP Fund - Class 4 15.56% -1.05% -0.25%
Bloomberg Global Aggregate Index (index reflects no deduction for fees, expenses or taxes) 8.17% -2.15% 1.26%
:[JaF)’(Q/ISc))rgan Global Government Bond Index (index reflects no deduction for fees, expenses or 6.56% -3.74% 0.35%
FTSE World Government Bond Index (index reflects no deduction for fees, expenses or taxes) 7.55% -3.53% 0.54%

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject

to change.
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Investment Manager

Franklin Advisers, Inc. (Advisers or investment manager)

Portfolio Managers

Michael Hasenstab, Ph.D.
Executive Vice President of Advisers and portfolio manager
of the Fund since 2001.

Calvin Ho, Ph.D.
Senior Vice President of Advisers and portfolio manager of
the Fund since 2018.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance
product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of

offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate
within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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Investment Goal

Long-term capital growth.

Fees and Expenses of the Fund

This table describes the fees and expenses that you may
pay if you buy, hold and sell shares of the Fund. The table
and the example do not include any fees or sales
charges imposed by variable insurance contracts,
qualified retirement plans or funds of funds. If they were
included, your costs would be higher.

Annual Fund Operating Expenses
(expenses that you pay each year as a percentage of the value of your
investment)

Class 1 Class 2 Class 4

Management fees 0.90% 0.90% 0.90%
Distribution and service (12b-1) fees None 0.25% 0.35%
Other expenses 0.04% 0.04% 0.04%
Total annual Fund operating

o, o o
expenses 0.94% 1.19% 1.29%

Fee waiver and/or expense

reimbursement! -0.07% -0.07% -0.07%

Total annual Fund operating
expenses after fee waiver and/or
expense reimbursement 0.87% 1.12% 1.22%

- The investment manager has agreed to waive fees and/or reimburse operating
expenses (excluding Rule 12b-1 fees, acquired fund fees and expenses, interest
expense and certain non-routine expenses or costs, such as those relating to
litigation, indemnification, reorganizations and liquidations) for the Fund so that the
ratio of total annual fund operating expenses will not exceed 0.87% for each share
class. The investment manager has also agreed to reduce its fees to reflect
reduced services resulting from the Fund’s investments in Franklin Templeton
affiliated funds. These contractual arrangements are expected to continue until
April 30, 2027. During the terms, the fee waiver and expense reimbursement
agreements may not be terminated or amended without approval of the board of
trustees except to add series or classes, to reflect the extension of termination
dates or to lower the waiver and expense limitation (which would result in lower
fees for shareholders).

Example

This Example is intended to help you compare the cost of
investing in the Fund with the cost of investing in other
mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then
redeem all of your shares at the end of the period. The
Example also assumes that your investment has a 5% return
each year and that the Fund's operating expenses remain
the same. The Example reflects adjustments made to the
Fund's operating expenses due to the fee waivers and/or
expense reimbursements by management for the 1 Year
numbers only. Although your actual costs may be higher or
lower, based on these assumptions your costs would be:

FUND SUMMARY

1 Year 3 Years 5 Years Yea1rg
Class 1 $89 $293 $514 $1,149
Class 2 $114 $371 $648 $1,438
Class 4 $124 $401 $700 $1,550

Portfolio Turnover

The Fund pays transaction costs, such as commissions,
when it buys and sells securities (or "turns over" its

portfolio). A higher portfolio turnover rate may indicate higher
transaction costs. These costs, which are not reflected in
annual Fund operating expenses or in the Example, affect
the Fund's performance. During the most recent fiscal year,
the Fund's portfolio turnover rate was 77.90% of the average
value of its portfolio.

Principal Investment Strategies

Under normal market conditions, the Fund invests
predominantly in the equity securities of companies located
anywhere in the world, including developing markets. The
equity securities in which the Fund primarily invests are
common stock. The Fund may invest in companies of any
size, including small and mid capitalization companies.
Although the Fund seeks investments across a number of
countries and sectors, from time to time, based on economic
conditions, the Fund may have substantial positions in
particular countries or sectors.

The Fund’s investment goal is to seek long-term capital
growth of the Fund’s overall portfolio in accordance with the
Fund’s name. In pursuing the growth of the Fund’s portfolio,
the investment manager applies a “bottom-up,” value-
oriented, long-term approach, focusing on the market price
of a company’s securities relative to the investment
manager’s evaluation of the company’s long-term earnings,
asset value and cash flow potential. The investment
manager also considers a company’s price/earnings ratio,
price/cash flow ratio, profit margins and liquidation value.

Principal Risks

You could lose money by investing in the Fund. Mutual fund
shares are not deposits or obligations of, or guaranteed or
endorsed by, any bank, and are not insured by the Federal
Deposit Insurance Corporation, the Federal Reserve Board,
or any other agency of the U.S. government.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
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sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market
activity or other results of supply and demand unrelated to
the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers,
prices tend to fall. Likewise, when there are more buyers
than sellers, prices tend to rise. In addition, the value of the
Fund’s investments may go up or down due to general
market or other conditions that are not specifically related to
a particular issuer, such as: real or perceived adverse
economic changes, including widespread liquidity issues and
defaults in one or more industries; changes in interest,
inflation or exchange rates; unexpected natural and man-
made world events, such as diseases or disasters; financial,
political or social disruptions, including terrorism and war;
and U.S. trade disputes or other disputes with specific
countries that could result in additional tariffs, trade barriers
and/or investment restrictions in certain securities in those
countries. Any of these conditions can adversely affect the
economic prospects of many companies, sectors, nations,
regions and the market in general, in ways that cannot
necessarily be foreseen.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, and includes risks associated with: (i)
internal and external political and economic developments —
e.g., the political, economic and social policies and
structures of some foreign countries may be less stable and
more volatile than those in the U.S. or some foreign
countries may be subject to trading restrictions or economic
sanctions; diplomatic and political developments could affect
the economies, industries, and securities and currency
markets of the countries in which the Fund is invested, which
can include rapid and adverse political changes; social
instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war; (ii)
trading practices — e.g., government supervision and
regulation of foreign securities and currency markets, trading
systems and brokers may be less than in the U.S.; (iii)
availability of information — e.g., foreign issuers may not be
subject to the same disclosure, accounting and financial
reporting standards and practices as U.S. issuers; (iv)
limited markets — e.g., the securities of certain foreign
issuers may be less liquid (harder to sell) and more volatile;
and (v) currency exchange rate fluctuations and policies —
e.g., fluctuations may negatively affect investments
denominated in foreign currencies and any income received

or expenses paid by the Fund in that foreign currency. The
risks of foreign investments may be greater in developing or
emerging market countries.

Regional: To the extent that the Fund invests a significant
portion of its assets in a specific geographic region or a
particular country, including Europe, the Fund will generally
have more exposure to the specific regional or country risks.
In the event of economic or political turmoil or a deterioration
of diplomatic relations in a region or country where a
substantial portion of the Fund’s assets are invested, the
Fund may experience substantial illiquidity or reduction in
the value of the Fund’s investments. Adverse conditions in a
certain region or country can adversely affect securities of
issuers in other countries whose economies appear to be
unrelated. Current uncertainty concerning the ultimate
economic consequences and geopolitical effects of Russia’s
military invasion of Ukraine in February 2022 and concerns
regarding potential escalation in the region have resulted in
increased market volatility.

Developing Market Countries: The Fund’s investments in
securities of issuers in developing market countries are
subject to all of the risks of foreign investing generally, and
have additional heightened risks due to a lack of established
legal, political, business and social frameworks to support
securities markets, including: delays in settling portfolio
securities transactions; currency and capital controls; greater
sensitivity to interest rate changes; pervasiveness of
corruption and crime; currency exchange rate volatility; and
inflation, deflation or currency devaluation.

Small and Mid Capitalization Companies: Securities
issued by small and mid capitalization companies may be
more volatile in price than those of larger companies and
may involve substantial risks. Such risks may include greater
sensitivity to economic conditions, less certain growth
prospects, lack of depth of management and funds for
growth and development, and limited or less developed
product lines and markets. In addition, small and mid
capitalization companies may be particularly affected by
interest rate increases, as they may find it more difficult to
borrow money to continue or expand operations, or may
have difficulty in repaying any loans. The markets for
securities issued by small and mid capitalization companies
also tend to be less liquid than the markets for securities
issued by larger companies.

Liquidity: The trading market for a particular security or
type of security or other investments in which the Fund
invests may become less liquid or even illiquid. Reduced
liquidity will have an adverse impact on the Fund'’s ability to
sell such securities or other investments when necessary to
meet the Fund’s liquidity needs, which may arise or increase
in response to a specific economic event or because the
investment manager wishes to purchase particular
investments or believes that a higher level of liquidity would
be advantageous. Reduced liquidity will also generally lower
the value of such securities or other investments. Market
prices for such securities or other investments may be
relatively volatile.
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Value Style Investing: A value stock may not increase in
price as anticipated by the investment manager if other
investors fail to recognize the company's value and bid up
the price, the markets favor faster-growing companies, or
the factors that the investment manager believes will
increase the price of the security do not occur or do not have
the anticipated effect.

Management: The Fund is subject to management risk
because it is an actively managed investment portfolio. The
Fund's investment manager applies investment techniques
and risk analyses in making investment decisions for the
Fund, but there can be no guarantee that these decisions
will produce the desired results.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.

FUND SUMMARY
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Performance

The following bar chart and table provide some indication of
the risks of investing in the Fund. The bar chart shows
changes in the Fund's performance from year to year for
Class 2 shares. The table shows how the Fund's average
annual returns for 1 year, 5 years, 10 years or since
inception, as applicable, compared with those of a broad
measure of market performance. The Fund's past

Class 2 Annual Total Returns

21.01%

18.50%

15.15%

-11.50%
-14.85%

performance is not necessarily an indication of how the Fund
will perform in the future.

Performance reflects all Fund expenses but does not include
any fees or sales charges imposed by variable insurance
contracts, qualified plans or funds of funds. If they had been
included, the returns shown below would be lower. Investors
should consult the variable insurance contract prospectus, or
the disclosure documents for qualified plans or funds of
funds for more information.

23.83%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Year

Best Quarter: 2020, Q4 16.23%
Worst Quarter: 2020, Q1 -22.29%
Average Annual Total Returns
For periods ended December 31, 2025

1 Year 5 Years 10 Years
Templeton Growth VIP Fund - Class 1 24.16% 8.23% 7.31%
Templeton Growth VIP Fund - Class 2 23.83% 7.95% 7.04%
Templeton Growth VIP Fund - Class 4 23.71% 7.84% 6.93%
MSCI All Country World Index-NR (index reflects no deduction for fees, expenses or taxes but 22.34% 11.19% 11.72%

are net of dividend tax withholding)

No one index is representative of the Fund's portfolio.

Important data provider notices and terms are available at www.franklintempletondatasources.com. Such information is subject

to change.
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Investment Manager

Templeton Global Advisors Limited (Global Advisors)

Portfolio Managers

Christopher James Peel, CFA
President, Chief Executive Officer and Director of Global
Advisors and portfolio manager of the Fund since 2017.

Warren Pustam, CFA
Vice President and Portfolio Manager of Global Advisors and
portfolio manager of the Fund since 2019.

Peter D. Sartori
Portfolio Manager of Global Advisors and portfolio manager
of the Fund since 2024.

Purchase and Sale of Fund Shares

Shares of the Fund are sold to insurance companies’
separate accounts (Insurers) to fund variable annuity or
variable life insurance contracts and to qualified plans.
Insurance companies offer variable annuity and variable life
insurance products through separate accounts. Shares of
the Fund may also be sold to other mutual funds, either as
underlying funds in a fund of funds or in other structures. In
addition, Fund shares are held by a limited number of
Insurers, qualified retirement plans and, when applicable,
funds of funds. Substantial withdrawals by one or more
Insurers, qualified retirement plans or funds of funds could
reduce Fund assets, causing total Fund expenses to
become higher than the numbers shown in the fees and
expenses table above.

The terms of the offering of interests in separate accounts
are included in the variable annuity or variable life insurance
product prospectus. The terms of offerings of funds of funds
are included in those funds' prospectuses. The terms of
offering of qualified retirement plans are described in their
disclosure documents. Investors should consult the variable
contract prospectus, fund of fund prospectus, or plan
disclosure documents for more information on fees and
expenses imposed by variable insurance contracts, funds of
funds or qualified retirement plans, respectively.

Taxes

Because shares of the Fund are generally purchased
through variable annuity contracts or variable life insurance
contracts, the Fund's distributions (which the Fund expects,
based on its investment goals and strategies to consist of
ordinary income, capital gains or some combination of both)
will be exempt from current taxation if left to accumulate

FUND SUMMARY

within the variable contract. You should refer to your contract
prospectus for more information on these tax consequences.

Payments to Sponsoring Insurance
Companies and Other Financial
Intermediaries

The Fund or its distributor (and related companies) may pay
broker/dealers or other financial intermediaries (such as
banks and insurance companies, or their related companies)
for the sale and retention of variable contracts which offer
Fund shares and/or for other services. These payments may
create a conflict of interest for an intermediary or be a factor
in the insurance company’s decision to include the Fund as
an investment option in its variable contract. For more
information, ask your insurance company or financial
advisor, visit your insurance company’s or intermediary’s
website, or consult the Contract prospectus or this Fund
prospectus.
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FRANKLIN TEMPLETON VARIABLE INSURANCE PRODUCTS TRUST

Overview

Franklin Templeton Variable Insurance Products Trust (the Trust) currently consists of multiple series (Funds), offering a wide
variety of investment choices. Funds may be available in multiple classes: Class 1, Class 2 and Class 4. The classes are
identical except that Class 2 and Class 4 each has a distribution plan (see "Share Classes" under Fund Account Information).
The Funds are not offered to the public; they are offered and sold only to: (1) insurance company separate accounts to serve as
the underlying investment vehicle for variable contracts; (2) certain qualified plans; and (3) other funds of funds.

Investment Considerations

¢ The following give a general sense of the level of fund
assets associated with a particular investment or
strategy: "small portion" (less than 10%); "portion" (10%
to 25%); "significant" (25% to 50%); "substantial" (50%
to 66%); "primary" (66% to 80%); and "predominant"
(80% or more). The percentages are not limitations
unless specifically stated as such in this prospectus or
in the Trust's Statement of Additional Information (SAl).

Additional Information

More detailed information about each Fund, its investment
policies, and its particular risks can be found in the SAI.

Investment Management

The Funds' investment managers and their affiliates manage
as of February 28, 2026, approximately $1.74 trillion in
assets, and have been in the investment management
business since 1947.

Risks

Fund shares are not deposits or obligations of, or
guaranteed or endorsed by, any bank, and are not
federally insured by the Federal Deposit Insurance
Corporation, the Federal Reserve Board, or any other
agency of the U.S. government. Fund shares involve
investment risks, including the possible loss of principal.

Because you could lose money by investing in a Fund,
take the time to read each Fund description and
consider all risks before investing.
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FRANKLIN ALLOCATION VIP FUND

Investment Goal

The Fund’s principal investment goal is capital appreciation.
Its secondary goal is income. The Fund's investment goals
are non-fundamental, which means they may be changed by
the board of trustees without shareholder approval.
Shareholders will be given at least 60 days' advance notice
of any change to the Fund's investment goal.

Principal Investment Policies and Practices

The Fund seeks to achieve its investment goals by allocating
its assets among the broad asset classes of equity and fixed
income investments through a variety of investment
strategies or “sleeves” managed by the investment manager
or its affiliates. The Fund is structured as a multi-manager
fund (meaning the Fund’s assets are managed by multiple
sub-advisors), with the investment manager having overall
responsibility for the Fund’s investments. The investment
manager allocates assets among various asset classes and
strategy sleeves to seek to diversify the Fund’s portfolio, to
add incremental return, and to reduce the Fund’s risk of
being significantly impacted by changes in a specific asset
class or by changing market conditions. The investment
manager may, at times, implement a risk overlay strategy,
which seeks to neutralize certain market risks that may exist
in the Fund primarily through the use of equity and interest
rate/bond futures.

Under normal market conditions, the Fund allocates
approximately 60% of its assets to the equity asset class
and 40% of its assets to the fixed income asset class by
allocating the Fund’s assets among the various sleeves. The
Fund’s asset allocation may change from time to time based
on market conditions and the investment manager’s
strategic and tactical asset allocation views. The Fund’s
equity and fixed income investments typically will not vary by
more than 10% from the stated allocations; however,
appreciation and/or depreciation in the value of the Fund’s
investments may cause the relative percentages to vary by
more than 10%. The investment manager rebalances the
Fund's portfolio to bring the Fund back to its typical
allocation on a periodic basis, typically when market values
deviate from target weights beyond predefined thresholds or
when the manager’s view on asset classes changes. In
addition, during adverse market conditions, the investment
manager, in its sole discretion, may tactically manage the
Fund’s risk exposure on a Fund level, which could cause the
Fund’s allocations to vary by more than 10% from the stated
allocations. The investment manager uses a variety of
techniques to adjust the Fund’s exposure to certain asset
classes to manage risk including allocating additional assets
or reducing assets allocated to certain sleeves, holding
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additional cash and cash equivalents in the Fund’s portfolio,
or using certain equity, interest rate and currency derivative
instruments.

The Fund may invest in securities of U.S. and foreign
companies in both the equity and fixed income sleeves,
although the Fund currently does not anticipate investing
more than 30% of its net assets in securities of issuers
domiciled outside the United States. For purposes of this
Fund’s investment strategies, U.S. companies are those that
are economically tied to the United States including when:
(1) the issuer’s principal securities trading market is in the
United States; (2) the issuer derives 50% or more of its
annual revenues or annual profits from either goods
produced, sales made or services performed in the United
States; (3) the issuer has 50% of more of its assets located
in the United States; or (4) the issuer is organized under the
laws of, and has a principal office in, the United States.
Through its sleeves, the Fund may invest in a variety of
equity securities of any capitalization size and a variety of
government and corporate fixed income investments that
have variable or fixed interest rates and may be of any
duration or maturity. In addition, the portfolio managers of
the Fund's sleeves may focus on investing in fixed income
securities that could include bonds, notes, debentures,
banker’s acceptances and commercial paper; floating rate
notes; loans and loan participations; and mortgage-backed
or asset-backed securities. The Fund may also invest a
small portion of its assets in other mutual funds, which
include other Franklin Templeton affiliated mutual funds, and
Franklin Templeton affiliated and third-party exchange-
traded funds (ETFs) (underlying funds), in order to gain
exposure to certain asset classes or for tactical positioning.

An equity security represents a proportionate share, or right
to acquire a proportionate share, of the ownership of a
company; its value is based on the success of the
company's business and the value of its assets, as well as
general market conditions. Common stocks and preferred
stocks are examples of equity securities. Debt securities
obligate the issuer to repay a loan of money at a future date
and generally provide for the payment of interest on the
amount borrowed. These include bonds, notes and
debentures.

Mortgage-backed securities represent an interest in a pool of
mortgage loans made and packaged or "pooled" together by
banks, mortgage lenders, various governmental agencies
and other financial institutions for sale to investors to finance
purchases of homes, commercial buildings and other real
estate. Most mortgage-backed securities are pass-through
securities, which means they provide investors with monthly
payments consisting of a pro rata share of both regular
interest and principal payments, as well as unscheduled
early prepayments, on the underlying mortgage loans.
Asset-backed securities are securities backed by loans,
leases, and other receivables.
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The Fund generally invests in investment grade debt
securities, but may invest a small portion of its total assets in
bonds rated below investment grade. Securities rated in the
top four ratings categories by at least one independent
rating agency such as Standard & Poor's (S&P®) (rated
BBB or better), Moody's Investors Service (Moody's) (rated
Baa or higher) are considered investment grade. Securities
rated Ba or lower by Moody's or BB or lower by S&P® are
considered to be below investment grade. Such lower rated
but higher yielding securities are sometimes referred to as
"junk bonds."

The Fund regularly uses currency-related derivatives,
including forward foreign currency exchange contracts,
currency futures contracts, currency swaps and currency
options to hedge (protect) against currency risks. The Fund
also regularly uses a variety of equity-related derivatives,
which may include purchasing or selling call and put options
on equity securities and equity security indices, futures on
equity securities and equity indexes and options on equity
index futures, for various purposes including enhancing
Fund returns, increasing liquidity, gaining exposure to
particular instruments in more efficient or less expensive
ways and/or hedging risks relating to changes in certain
equity markets. In addition, the Fund regularly uses interest
rate and credit derivatives, including interest rate swaps,
interest rate/bond futures contracts and credit default swaps
for various purposes including enhancing Fund returns,
increasing liquidity, gaining exposure to particular
instruments in more efficient or less expensive ways and/or
hedging risks relating to changes in interest rates. The use
of such derivative transactions may allow the Fund to obtain
net long or net short exposures to selected markets, interest
rates, countries, currencies or durations. The investment
manager’s risk overlay strategy may involve investing in
derivatives in an effort to provide a hedge against negative
market events. When implemented, the risk overlay strategy
will reduce the Fund's ability to benefit from positive market
movements.

A currency forward contract is an obligation to purchase or
sell a specific foreign currency at an agreed exchange rate
(price) at a future date, which is typically individually
negotiated and privately traded by currency traders and their
customers in the interbank market.

A futures contract is a standard binding agreement that
trades on an exchange to buy or sell a specified quantity of
an underlying instrument or asset at a specified price at a
specified later date. A “sale” of a futures contract means the
acquisition of a contractual obligation to deliver the
underlying instrument called for by the contract at a specified
price on a specified date. A “purchase” of a futures contract
means the acquisition of a contractual obligation to acquire a
specified quantity of the underlying instrument called for by
the contract at a specified price on a specified date. The
purchase or sale of a futures contract will allow the Fund to
increase or decrease its exposure to the underlying
instrument or asset. Although most futures contracts used by
the Fund allow for a cash payment of the net gain or loss on
the contract at maturity in lieu of delivery of the underlying

instruments, some require the actual delivery or acquisition
of the underlying instrument or asset. The Fund may buy
and sell futures contracts that trade on U.S. and foreign
exchanges.

Swap agreements, such as interest rate, currency and credit
default swaps, are contracts between the Fund and another
party (the swap counterparty) involving the exchange of
payments on specified terms over periods ranging from a
few days to multiple years. A swap agreement may be
negotiated bilaterally and traded over-the-counter (OTC)
between two parties (for an uncleared swap) or, in some
instances, must be transacted through a futures commission
merchant (FCM) and cleared through a clearinghouse that
serves as a central counterparty (for a cleared swap). In a
basic swap transaction, the Fund agrees with the swap
counterparty to exchange the returns (or differentials in rates
of return) and/or cash flows earned or realized on a
particular “notional amount” of underlying instruments. The
notional amount is the set amount selected by the parties as
the basis on which to calculate the obligations that they have
agreed to exchange. The parties typically do not actually
exchange the notional amount. Instead, they agree to
exchange the returns that would be earned or realized if the
notional amount were invested in given instruments or at
given interest rates.

For credit default swaps, the “buyer” of the credit default
swap agreement is obligated to pay the “seller” a periodic
stream of payments over the term of the agreement in return
for a payment by the seller that is contingent upon the
occurrence of a credit event with respect to an underlying
reference debt obligation. The buyer of the credit default
swap is purchasing the obligation of its counterparty to offset
losses the buyer could experience if there was such a credit
event. Generally, a credit event means bankruptcy, failure to
timely pay interest or principal, obligation acceleration or
default, or repudiation or restructuring of the reference debt
obligation. The contingent payment by the seller generally is
either the face amount of the reference debt obligation in
exchange for the physical delivery of the reference debt
obligation or a cash payment equal to the decrease in
market value of the reference debt obligation following the
occurrence of the credit event.

An interest rate swap is an agreement between two parties
to exchange interest rate payment obligations. Typically, one
rate is based on an interest rate fixed to maturity while the
other is based on an interest rate that changes in
accordance with changes in a designated benchmark (for
example, SOFR, prime, commercial paper, or other
benchmarks).

A currency swap is generally a contract between two parties
to exchange one currency for another currency at the start of
the contract and then exchange periodic floating or fixed
rates during the term of the contract based upon the relative
value differential between the two currencies. Unlike other
types of swaps, currency swaps typically involve the delivery
of the entire principal (notional) amounts of the two
currencies at the time the swap is entered into. At the end of
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the swap contract, the parties receive back the principal
amounts of the two currencies.

A call option gives the purchaser of the option, upon
payment of a premium, the right to buy, and the seller the
obligation to sell, the underlying instrument at the exercise
price. Conversely, a put option gives the purchaser of the
option, upon payment of a premium, the right to sell, and the
seller of the option the obligation to buy, the underlying
instrument at the exercise price. For example, when the
investment manager expects the price of a stock held by the
Fund to decline in value, the Fund may also purchase put
options that are expected to increase in value as the market
price of the stock declines to hedge against such anticipated
decline in value.

In determining an optimal mix of the equity and fixed income
asset classes for the Fund, the investment manager
assesses changing economic, market and industry
conditions. The investment manager allocates among
strategy sleeves utilizing a top-down approach, generating
the Fund's strategy weightings by taking into account market
conditions, risk factors, diversification, liquidity, transparency
and other investment options, among other things.

Information about the Strategy Sleeves

Allocations to the individually managed sleeves discussed
below typically will not exceed 20%, but will vary with market
conditions; however, under normal market conditions, no
sleeve constitutes a majority of the Fund'’s assets. The
investment manager may select additional strategies
managed by the investment manager or other Franklin
Templeton affiliated managers for investment, other than
those listed below, without notice to, or approval by,
shareholders. Unless indicated, the individual strategy
sleeves are managed by the investment manager.

ClearBridge Large Cap Growth Strategy. The strategy
seeks long-term growth of capital by taking a concentrated,
long-term approach to generating growth by owning three
types of growth companies across the spectrum of growth
and volatility that can thrive through varying market
environments.

ClearBridge Large Cap Value Strategy. The strategy
seeks long-term growth of capital by exploiting market
inefficiencies to identify strong businesses at attractive
valuations that it can hold for long time periods.

Franklin Emerging Markets Core Equity Strategy. This
strategy seeks capital appreciation by investing in equity
securities of issuers located in “emerging market countries”.
The investable universe typically includes equity securities of
companies in the MSCI Emerging Market Equity Index. The
investment manager uses a multi-factor process to
determine securities that have favorable exposure to quality,
value, momentum and alternative factors.

Franklin International Core Equity Strategy. This strategy
seeks capital appreciation by investing predominately in
non-U.S. equity securities of any capitalization. The
investible universe typically includes both growth and value
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companies in the MSCI EAFE index. The investment
manager uses a multi-factor process to determine securities
that have favorable exposure to quality, value, momentum
and alternative factors.

Franklin International Growth Strategy. The strategy
seeks capital appreciation by investing predominantly in the
equity securities of mid and large capitalization companies
outside the U.S. with long-term growth potential.

Franklin U.S. Core Equity Strategy. This strategy seeks
capital appreciation by investing in U.S. equity securities.
The investable universe typically includes equity securities of
companies in the Russell 1000 Index. The investment
manager uses a multi-factor process to determine securities
that have favorable exposure to quality, value, momentum
and alternative factors.

Franklin U.S. Smart Beta Equity Strategy. The strategy
seeks long-term capital appreciation by investing
substantially in U.S. equities using a proprietary, systematic
model to screen, weight and select securities, starting with
those in a broad-market U.S. equity index (currently the
Russell 1000 Index).

Templeton Foreign Strategy. The strategy seeks long-term
capital growth by investing predominantly in foreign
securities which are equity securities of companies located
outside of the U.S., including developing markets.

Brandywine Global Opportunities Bond Strategy. The
strategy seeks to maximize total return by investing at least
80% of its net assets in fixed income securities of issuers
located in developed market countries. The Fund will invest
in both investment grade and below investment grade fixed
income securities.

Franklin Investment Grade Corporate Strategy. The
strategy seeks as high a level of current income as is
consistent with prudent investing, while seeking preservation
of capital, by investing predominantly in investment grade
corporate debt securities and investments.

Franklin U.S. Core Bond Strategy. This strategy seeks
total return by investing substantially in bonds of U.S.
issuers, including government, corporate debt, mortgage-
backed and asset-backed securities. The strategy focuses
predominately on investment grade debt securities and is
generally expected to have sector, credit and duration
exposures comparable to the Bloomberg U.S. Aggregate
Bond Index.

Franklin U.S. Treasury Securities Strategy. This strategy
seeks income by investing in direct obligations of the U.S.
Treasury of any maturity and investments that provide
exposure to direct obligations of the U.S. Treasury.

Putnam Core Bond Strategy. The strategy seeks high
current income consistent with what the portfolio managers
believe to be prudent risk, by investing in mortgage-backed
securities, corporate bonds, and other government
obligations.

At the discretion of the investment manager, the allocations
to asset classes and sleeves may vary from time to time
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without shareholder approval, based on market conditions,
the investment managers’ assessment of an asset class’
relative attractiveness as an investment opportunity, the
investment managers’ assessment of a strategy sleeve’s
effectiveness in changing economic environments, or as part
of a risk management strategy.

Alongside traditional financial and economic analyses, the
investment manager or sub-advisor assesses the potential
impacts of material environmental, social and governance
(ESG) factors on a company, which the investment manager
or sub-advisor believes provide a measure of the company’s
sustainability. In analyzing ESG factors, the investment
manager or sub-advisor assesses whether a company’s
practices pose a material financial risk or opportunity.
Consideration of ESG factors and risks is only one
component of the investment manager’'s assessment of
eligible investments and may not be a determinative factor in
the investment manager or sub-advisor’s final decision on
whether to invest in a security. In addition, the weight given
to ESG factors may vary across types of investments,
industries, regions and issuers and ESG factors and weights
considered may change over time. The investment manager
does not assess every investment for ESG factors and,
when it does, not every ESG factor may be identified or
evaluated.

Exclusion from Commodity Pool Operator Definition

An exclusion from the definition of “commodity pool
operator” (CPO) under the Commodity Exchange Act (CEA)
and the rules of the Commodity Futures Trading
Commission (CFTC) has been claimed with respect to the
Fund and, therefore, neither the Fund nor any person
deemed to operate the Fund is subject to CFTC registration
or regulation as a CPO.

The terms of the CPO exclusion require the Fund, among
other things, to adhere to certain limits on its investments in
commodity futures, commaodity options and swaps, which in
turn include non-deliverable currency forward contracts, as
further described in the Fund’s Statement of Additional
Information. Because the Fund intends to comply with the
terms of the CPO exclusion, the Fund may, in the future,
need to adjust its investment strategies, consistent with its
investment goal, to limit its investments in these types of
instruments.

The Fund is not intended as a vehicle for trading in the
commodity futures, commodity options, or swaps markets.
The CFTC has neither reviewed nor approved reliance on
these exclusions, or the Fund, its investment strategies or
this prospectus.

Temporary Investments

When the investment manager believes market or economic
conditions are unfavorable for investors, the investment
manager may invest up to 100% of the Fund’s assets in a
temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high
quality short-term investments. Temporary defensive
investments generally may include short-term U.S.

government securities, high grade commercial paper, bank
obligations, repurchase agreements, money market fund
shares (including shares of an affiliated money market fund),
and other money market instruments. The investment
manager also may invest in these types of securities or hold
cash while looking for suitable investment opportunities or to
maintain liquidity. In these circumstances, the Fund may be
unable to achieve its investment goal.

Principal Risks

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual
issuers (such as the results of supply and demand), or
sectors within the securities markets. The value of a security
or other investment also may go up or down due to general
market conditions that are not specifically related to a
particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates, inflation or
exchange rates, or adverse investor sentiment generally.
Furthermore, events involving limited liquidity, defaults, non-
performance or other adverse developments that affect one
industry, such as the financial services industry, or concerns
or rumors about any events of these kinds, have in the past
and may in the future lead to market-wide liquidity problems,
may spread to other industries, and could negatively affect
the value and liquidity of the Fund'’s investments. In addition,
unexpected events and their aftermaths, such as the spread
of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war;
and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economic
prospects of many companies, sectors, nations, regions and
the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities
markets, multiple asset classes may decline in value. When
markets perform well, there can be no assurance that
securities or other investments held by the Fund will
participate in or otherwise benefit from the advance.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund'’s performance and liquidity.

The long-term impact of the COVID-19 pandemic and its
subsequent variants on economies, markets, industries and
individual issuers is not known. The U.S. government and
the Federal Reserve, as well as certain foreign governments
and central banks, took extraordinary actions to support
local and global economies and the financial markets in
response to the COVID-19 pandemic. This and other
government intervention into the economy and financial
markets have resulted in a large expansion of government
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deficits and debt, the long-term consequences of which are
not known.

The United States and various countries are currently
involved in disputes over trade and other matters, which may
result in tariffs, investment restrictions and other adverse
impacts on affected companies and securities. Trade
disputes may adversely affect the economies of the United
States and its trading partners, as well as companies directly
or indirectly affected by tariffs or restrictions and financial
markets generally. For example, the United States has
imposed tariffs and other trade barriers on Chinese exports,
has restricted sales of certain categories of goods to China,
and has established barriers to investments in China. The
United States government has prohibited U.S. persons from
investing in Chinese companies designated as related to the
Chinese military. These and possible future restrictions
could limit the Fund’s opportunities for investment and
require the sale of securities at a loss or make them illiquid.
Moreover, the Chinese government is involved in a
longstanding dispute with Taiwan that has included threats
of invasion. If the political climate between the United States
and China does not improve or continues to deteriorate, if
China were to attempt unification of Taiwan by force, or if
other geopolitical conflicts develop or get worse, economies,
markets and individual securities may be severely affected
both regionally and globally, and the value of the Fund'’s
assets may go down.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Management and Asset Allocation

The Fund is actively managed and could experience losses
if the investment manager’s or sub-advisors’ judgment and
decisions about markets, future volatility, interest rates,
industries, sectors and regions or the attractiveness, relative
values, liquidity, effectiveness or potential appreciation of
particular investments made for the Fund’s portfolio prove to
be incorrect. The investment manager’s allocation of Fund
assets among different asset classes and strategy sleeves
may not prove beneficial in light of subsequent market
events. There can be no guarantee that these techniques or
the investment manager’s or sub-advisors’ investment
decisions will produce the desired results.

The investment manager and sub-advisors may use
modeling systems to implement one or more investment
strategies for the Fund. There is no assurance that the
modeling systems are complete or accurate, or
representative of future market cycles, nor will they
necessarily be beneficial to the Fund even if they are
accurate. The results generated by these models may
perform differently than in the past, or as expected. They
may negatively affect Fund performance and the ability of
the Fund to meet its investment goal for various reasons.
For example, human judgment plays a role in building,
using, testing, and modifying the financial algorithms and
formulas used in these models. Additionally, there is a
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possibility that the historical data may be imprecise or
become stale due to new events or changing circumstances
which the models may not promptly detect. Market
performance can be affected by non-quantitative factors (for
example, market or trading system dysfunctions, investor
fear or over-reaction or other emotional considerations) that
are not easily integrated into the investment manager’s or
sub-advisors’ risk models. There may also be technical
issues with the construction and implementation of
quantitative models (for example, software or other
technology malfunctions, or programming inaccuracies).

Growth Style Investing: Growth stock prices reflect
projections of future earnings or revenues, and can,
therefore, fall dramatically if the company fails to meet those
projections. Growth stocks may be more expensive relative
to their current earnings or assets compared to value or
other stocks, and if earnings growth expectations moderate,
their valuations may return to more typical norms, causing
their stock prices to fall. Prices of these companies’
securities may be more volatile than other securities,
particularly over the short term. In addition, investment styles
can go in and out of favor, which could cause additional
volatility in the prices of the Fund’s portfolio holdings.

Value Style Investing: A value stock may not increase in
price as anticipated by the investment manager if other
investors fail to recognize the company's value and bid up
the price, the markets favor faster-growing companies, or
the factors that the investment manager believes will
increase the price of the security do not occur or do not have
the anticipated effect.

Foreign Securities (non-U.S.): Investing in foreign
securities, including sovereign debt securities, typically
involves different risks than investing in U.S. securities,
including risks related to currency exchange rates and
policies, country or government specific issues, less
favorable trading practices or regulation and greater price
volatility. Certain of these risks also may apply to securities
of U.S. companies with significant foreign operations.

Currency exchange rates: Foreign securities may be issued
and traded in foreign currencies. As a result, their market
values in U.S. dollars may be affected by changes in
exchange rates between such foreign currencies and the
U.S. dollar, as well as between currencies of countries other
than the U.S. For example, if the value of the U.S. dollar
goes up compared to a foreign currency, an investment
traded in that foreign currency will go down in value because
it will be worth fewer U.S. dollars. The Fund accrues
additional expenses when engaging in currency exchange
transactions, and valuation of the Fund's foreign securities
may be subject to greater risk because both the currency
(relative to the U.S. dollar) and the security must be
considered.

Currency management strategies: Currency management
strategies may substantially change the Fund's exposure to
currency exchange rates and could result in losses to the
Fund if currencies do not perform as the investment
manager expects. In addition, currency management
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strategies, to the extent that they reduce the Fund's
exposure to currency risks, also reduce the Fund's ability to
benefit from favorable changes in currency exchange rates.
There is no assurance that the investment manager's use of
currency management strategies will benefit the Fund or that
they will be, or can be, used at appropriate times.
Furthermore, there may not be perfect correlation between
the amount of exposure to a particular currency and the
amount of securities in the Fund's portfolio denominated in
that currency. Investing in foreign currencies for purposes of
gaining from projected changes in exchange rates, as
opposed to hedging currency risks applicable to the Fund's
holdings, further increases the Fund's exposure to foreign
investment losses.

Political and economic developments: The political,
economic and social policies or structures of some foreign
countries may be less stable and more volatile than those in
the United States. Investments in these countries may be
subject to greater risks of internal and external conflicts,
expropriation, nationalization of assets, foreign exchange
controls (such as suspension of the ability to transfer
currency from a given country), restrictions on removal of
assets, political or social instability, military action or unrest,
diplomatic developments, currency devaluations, foreign
ownership limitations, and substantial, punitive or
confiscatory tax increases. It is possible that a government
may take over the assets or operations of a company or
impose restrictions on the exchange or export of currency or
other assets. Some countries also may have different legal
systems that may make it difficult or expensive for the Fund
to vote proxies, exercise shareholder rights, and pursue
legal remedies with respect to its foreign investments.
Diplomatic and political developments could affect the
economies, industries, and securities and currency markets
of the countries in which the Fund is invested. These
developments include rapid and adverse political changes;
social instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war. In
addition, such developments could contribute to the
devaluation of a country’s currency, a downgrade in the
credit ratings of issuers in such country, or a decline in the
value and liquidity of securities of issuers in that country. An
imposition of sanctions upon, or other government actions
impacting, certain issuers in a country could result in (i) an
immediate freeze of that issuer’s securities, impairing the
ability of the Fund to buy, sell, receive or deliver those
securities or (ii) other limitations on the Fund’s ability to
invest or hold such securities. These factors would affect the
value of the Fund’s investments and are extremely difficult, if
not impossible, to predict and take into account with respect
to the Fund's investments.

Trading practices: Brokerage commissions, withholding
taxes, custodial fees, and other fees generally are higher in
foreign markets. The policies and procedures followed by
foreign stock exchanges, currency markets, trading systems
and brokers may differ from those applicable in the United
States, with possibly negative consequences to the Fund.

The procedures and rules governing foreign trading,
settlement and custody (holding of the Fund's assets) also
may result in losses or delays in payment, delivery or
recovery of money or other property. Foreign government
supervision and regulation of foreign securities and currency
markets and trading systems may be less than or different
from government supervision in the United States, and may
increase the Fund's regulatory and compliance burden
and/or decrease the Fund's investor rights and protections.

Availability of information: Foreign issuers may not be
subject to the same disclosure, accounting, auditing and
financial reporting standards and practices as U.S. issuers.
Thus, there may be less information publicly available about
foreign issuers than about most U.S. issuers. In addition,
information provided by foreign issuers may be less timely or
less reliable than information provided by U.S. issuers.

Limited markets: Certain foreign securities may be less
liquid (harder to sell) and their prices may be more volatile
than many U.S. securities. llliquidity tends to be greater, and
valuation of the Fund's foreign securities may be more
difficult, due to the infrequent trading and/or delayed
reporting of quotes and sales.

Regional: Adverse conditions in a certain region or country
can adversely affect securities of issuers in other countries
whose economies appear to be unrelated. To the extent that
the Fund invests a significant portion of its assets in a
specific geographic region or a particular country, the Fund
will generally have more exposure to the risks affecting that
specific geographic region or country. In the event of
economic or political turmoil or a deterioration of diplomatic
relations in a region or country where a substantial portion of
the Fund’s assets are invested, the Fund may experience
substantial illiquidity or reduction in the value of the Fund’s
investments.

The risk of investments in Europe may be heightened due to
the current uncertainty concerning the ultimate economic
consequences and geopolitical effects of Russia's military
invasion of Ukraine in February 2022 and concerns
regarding potential escalation in the region, which has
increased market volatility.

Risks related to Russia’s invasion of Ukraine: Russia’s
military invasion of Ukraine in February 2022, the resulting
responses by the United States and other countries, and the
continued conflict has increased volatility and uncertainty in
the financial markets and adversely affected regional and
global economies. The United States and other countries
and certain international organizations have imposed broad-
ranging economic sanctions on Russia and certain Russian
individuals, banking entities and corporations as a response
to Russia’s invasion of Ukraine. The United States and other
countries have also imposed economic sanctions on
individuals and corporations in other countries in connection
with the conflict and may continue to do so. These
sanctions, as well as any other economic consequences
related to the invasion, such as additional sanctions,
boycotts or changes in consumer or purchaser preferences
or cyberattacks on governments, companies or individuals,
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may further decrease the value and liquidity of certain
Russian securities and securities of issuers in other
countries that are subject to economic sanctions related to
the invasion. To the extent that the Fund has exposure to
Russian investments or investments in countries affected by
the invasion, the Fund'’s ability to price, buy, sell, receive or
deliver such investments may be impaired. The Fund could
determine that affected securities have zero value. In
addition, any exposure that the Fund may have to
counterparties in Russia or in countries affected by the
invasion could negatively impact the Fund’s portfolio. The
extent and duration of Russia’s military actions and the
repercussions of such actions (including any retaliatory
actions or countermeasures that may be taken by those
subject to sanctions) are impossible to predict, but could
result in significant market disruptions, including in the oil
and natural gas markets, and may negatively affect global
supply chains, inflation and global growth. These and any
related events could significantly impact the Fund’s
performance and the value of an investment in the Fund,
even beyond any direct exposure the Fund may have to
Russian issuers or issuers in other countries affected by the
invasion.

Developing Markets: The risks of foreign investments
typically are greater in less developed countries, sometimes
referred to as developing or emerging markets. For example,
the political, social, market regulation and economic
structures and institutions in these countries, including those
supporting the regulatory and legal systems and financial
markets, may be less established and more vulnerable to
corruption and fraud, and may change rapidly. These
countries are more likely to experience high levels of
inflation, deflation or currency devaluation, which can harm
their economies and securities markets and increase
volatility. In fact, short-term volatility in these markets and
declines of 50% or more are not uncommon. Investments in
less developed markets generally are subject to higher fees
and expenses and exhibit greater price volatility and
valuation challenges. They may be subject to greater risk of
expropriation, nationalization, confiscatory or punitive
taxation, and foreign investment and divestment restrictions.
In addition, a developing market country may experience a
devaluation of its currency, a downgrade in the credit ratings
of issuers in the country, or a decline in the value and
liquidity of securities of issuers in that country if the United
States, other nations or other governmental entities
(including supranational entities) impose sanctions on
issuers that limit or restrict foreign investment, the
movement of assets or other economic activity in the country
due to political, military or regional conflicts or due to
terrorism or war.

Restrictions on currency trading that may be imposed by
developing market countries will have an adverse effect on
the value of the securities of companies that trade or operate
in such countries. Finally, such securities markets are
smaller, relatively less liquid and may not be as efficient or
established in terms of settlement, custody and securities
registration.

FUND DETAILS

Small and Mid Capitalization Companies: While small
and mid capitalization companies may offer substantial
opportunities for capital growth, they also may involve more
risks than larger companies. Historically, securities issued by
small and mid capitalization companies have been more
volatile in price than securities that are issued by larger
companies, especially over the short term. Among the
reasons for the greater price volatility are the less certain
growth prospects of small and mid capitalization companies,
the lower degree of liquidity in the markets for such
securities, and the greater sensitivity of small and mid
capitalization companies to changing economic conditions.

In addition, small and mid capitalization companies may lack
depth of management, be unable to generate funds
necessary for growth or development, have limited product
lines or be developing or marketing new products or services
for which markets are not yet established and may never
become established. Small and mid capitalization
companies may be particularly affected by interest rate
increases, as they may find it more difficult to borrow money
to continue or expand operations, or may have difficulty in
repaying loans, particularly those with floating interest rates.

Interest Rate: Interest rate changes can be sudden and
unpredictable, and are influenced by a number of factors,
including government policy, monetary policy, inflation
expectations, perceptions of risk, and supply of and demand
for bonds. Changes in government or central bank policy,
including changes in tax policy or changes in a central
bank’s implementation of specific policy goals, may have a
substantial impact on interest rates. There can be no
guarantee that any particular government or central bank
policy will be continued, discontinued or changed, nor that
any such policy will have the desired effect on interest rates.
Debt securities generally tend to lose market value when
interest rates rise and increase in value when interest rates
fall. A rise in interest rates also has the potential to cause
investors to rapidly sell fixed income securities. A substantial
increase in interest rates may also have an adverse impact
on the liquidity of a debt security, especially those with
longer maturities or durations. Securities with longer
maturities or durations or lower coupons or that make little
(or no) interest payments before maturity tend to be more
sensitive to interest rate changes.

Credit: The Fund could lose money on a debt security if the
issuer or borrower is unable or fails to meet its obligations,
including failing to make interest payments and/or to repay
principal when due. Changes in an issuer's financial
strength, the market's perception of the issuer's financial
strength or an issuer's or security's credit rating, which
reflects a third party's assessment of the credit risk
presented by a particular issuer or security, may affect debt
securities' values. The Fund may incur substantial losses on
debt securities that are inaccurately perceived to present a
different amount of credit risk by the market, the investment
manager or the rating agencies than such securities actually
do.
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Derivative Instruments: The performance of derivative
instruments depends largely on the performance of an
underlying instrument, such as a currency, security, interest
rate or index, and such instruments often have risks similar
to the underlying instrument, in addition to other risks.
Derivative instruments involve costs and can create
economic leverage in the Fund’s portfolio, which may result
in significant volatility and cause the Fund to participate in
losses (as well as gains) in an amount that significantly
exceeds the Fund’s initial investment. Other risks include
illiquidity, mispricing or improper valuation of the derivative
instrument, and imperfect correlation between the value of
the derivative and the underlying instrument so that the Fund
may not realize the intended benefits. Their successful use
will usually depend on the investment manager’s ability to
accurately forecast movements in the market relating to the
underlying instrument. Should a market or markets, or prices
of particular classes of investments, move in an unexpected
manner, especially in unusual or extreme market conditions,
the Fund may not realize the anticipated benefits of the
transaction, and it may realize losses, which could be
significant. If the investment manager is not successful in
using such derivative instruments, the Fund’s performance
may be worse than if the investment manager did not use
such derivative instruments at all. When a derivative is used
for hedging, the change in value of the derivative instrument
also may not correlate specifically with the currency,
security, interest rate index or other risk being hedged.
There is also the risk, especially under extreme market
conditions, that an instrument, which usually would operate
as a hedge, provides no hedging benefits at all.

Use of these instruments could also result in a loss if the
counterparty to the transaction does not perform as
promised, including because of such counterparty’s
bankruptcy or insolvency. This risk is heightened with
respect to over-the-counter (OTC) instruments, such as
certain swap agreements and may be greater during volatile
market conditions. Other risks include the inability to close
out a position because the trading market becomes illiquid
(particularly in the OTC markets) or the availability of
counterparties becomes limited for a period of time. In
addition, the presence of speculators in a particular market
could lead to price distortions. To the extent that the Fund is
unable to close out a position because of market illiquidity,
the Fund may not be able to prevent further losses of value
in its derivatives holdings and the Fund’s liquidity may be
impaired. Some derivatives can be particularly sensitive to
changes in interest rates or other market prices. Investors
should bear in mind that, while the Fund intends to use
derivative strategies on a regular basis, it is not obligated to
actively engage in these transactions, generally or in any
particular kind of derivative, if the investment manager elects
not to do so due to availability, cost or other factors.

Many swaps currently are, and others eventually are
expected to be, required to be cleared through a central
counterparty. Central clearing is designed to reduce
counterparty credit risk and increase liquidity compared to
OTC swaps, but it does not eliminate those risks completely.

With cleared swaps, there is also a risk of loss by the Fund
of its initial and variation margin deposits in the event of
bankruptcy of the futures commission merchant (FCM) with
which the Fund has an open position, or the central
counterparty in a swap contract. With cleared swaps, the
Fund may not be able to obtain as favorable terms as it
would be able to negotiate for a bilateral, uncleared swap. In
addition, an FCM may unilaterally amend the terms of its
agreement with the Fund, which may include the imposition
of position limits or additional margin requirements with
respect to the Fund’s investment in certain types of swaps.
The regulation of cleared and uncleared swaps, as well as
other derivatives, is a rapidly changing area of law and is
subject to modification by government and judicial action. In
addition, the SEC, Commodity Futures Trading Commission
(CFTC) and the exchanges are authorized to take
extraordinary actions in the event of a market emergency. It
is not possible to predict fully the effects of current or future
regulation.

The use of derivative strategies may also have a tax impact
on the Fund. The timing and character of income, gains or
losses from these strategies could impair the ability of the
investment manager to use derivatives when it wishes to do
so.

Income: The Fund's distributions to shareholders may
decline when prevailing interest rates fall, when dividend
income from investments in stocks decline, when the Fund
experiences defaults on debt securities it holds or when the
Fund realizes a loss upon the sale of a debt security. The
Fund's income generally declines during periods of falling
benchmark interest rates because the Fund must reinvest
the proceeds it receives from existing investments (upon
their maturity, prepayment, amortization, sale, call, or buy-
back) at a lower rate of interest or return.

Mortgage Securities and Asset-Backed Securities:
Mortgage securities differ from conventional debt securities
because principal is paid back over the life of the security
rather than at maturity. The Fund may receive unscheduled
prepayments of principal due to voluntary prepayments,
refinancing or foreclosure on the underlying mortgage loans.
To the Fund this means a loss of anticipated interest, and a
portion of its principal investment represented by any
premium the Fund may have paid. Mortgage prepayments
generally increase when interest rates fall. Because of
prepayments, mortgage securities may be less effective than
some other types of debt securities as a means of "locking
in" long-term interest rates and may have less potential for
capital appreciation during periods of falling interest rates.
When the Fund reinvests the prepayments of principal it
receives, it may receive a rate of interest that is lower than
the rate on the existing security.

Mortgage securities also are subject to extension risk. An
unexpected rise in interest rates could reduce the rate of
prepayments on mortgage securities and extend their life.
This could cause the price of the mortgage securities and
the Fund's share price to fall and would make the mortgage
securities more sensitive to interest rate changes.
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Since September 2008, the Federal Housing Finance
Agency (FHFA), an agency of the U.S. government, has
acted as the conservator to operate Fannie Mae and Freddie
Mac until they are stabilized. It is unclear how long the
conservatorship will last or what effect this conservatorship
will have on the securities issued or guaranteed by Fannie
Mae or Freddie Mac for the long-term.

Issuers of asset-backed securities may have limited ability to
enforce the security interest in the underlying assets, and
credit enhancements provided to support the securities, if
any, may be inadequate to protect investors in the event of
default. Like mortgage securities, asset-backed securities
are subject to prepayment and extension risks.

Prepayment: Debt securities are subject to prepayment risk
when the issuer can "call" the security, or repay principal, in
whole or in part, prior to the security's maturity. When the
Fund reinvests the prepayments of principal it receives, it
may receive a rate of interest that is lower than the rate on
the existing security, potentially lowering the Fund's income,
yield and its distributions to shareholders. Securities subject
to partial or complete prepayment(s) may offer less potential
for gains during a declining interest rate environment and
have greater price volatility. Prepayment risk is greater in
periods of falling interest rates for fixed-rate investments,
and for floating or variable rate securities, rising interest
rates generally increase the risk of refinancings or
prepayments.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Floating Rate Corporate Investments: Certain corporate
loans may not be considered “securities,” and
investors, such as the Fund, therefore may not be
entitled to rely on the antifraud protections of the
federal securities laws and may have limited legal
remedies.

The senior secured corporate loans and corporate debt
securities in which the Fund invests are often issued in
connection with highly leveraged transactions. Such
transactions include leveraged buyout loans, leveraged
recapitalization loans, and other types of acquisition
financing. Loan investments issued in such transactions are
subject to greater credit risks than other investments
including a greater possibility that the borrower may default
or enter bankruptcy. An increase in interest rates may have
an adverse impact on the ability of the borrower to service
principal and interest due on a floating rate corporate loan.
Similarly, such loans are more vulnerable to changes in the
relevant economy, such as a recession or a sustained period
of rising or elevated interest rates. If a borrower stops
making interest and/or principal payments, payments on
such loan(s) may never resume. Such floating rate
investments may be rated below investment grade (i.e., also
known as “junk bonds”).

FUND DETAILS

Floating rate loans and securities in which the Fund may
invest are issued as “covenant lite” loans, which may entail
potentially increased risk, because they have few or no
financial maintenance covenants or restrictions that would
normally allow for early intervention and proactive mitigation
of credit risk. Lenders have limited or no ability to intervene
and either prevent or restrict actions that may potentially
compromise the company’s ability to pay.

In the event of a breach of a covenant in traditional loans or
debt securities, lenders may have the ability to intervene and
either prevent or restrict actions that may potentially
compromise the company's ability to pay or lenders may be
in a position to obtain concessions from the borrowers in
exchange for a waiver or amendment of the specific
covenant(s). In contrast, covenant lite loans do not
necessarily offer the same ability to intervene or obtain
additional concessions from borrowers. This risk is offset to
varying degrees by the fact that financial and performance
information may be available with or without covenants to
lenders and the public alike and can be used to detect such
early warning signs as deterioration of a borrower’s financial
condition or results. With such information, the portfolio
managers are normally able to take appropriate actions
without the help of covenants in the loans or debt securities.
Covenant lite corporate loans and debt securities, however,
may foster a capital structure designed to avoid defaults by
giving borrowers or issuers increased financial flexibility
when they need it the most.

Investing in Underlying Investment Companies: To the
extent the Fund invests in underlying investment companies,
including ETFs, the Fund’s performance is related to the
performance of the underlying investment companies held
by it. In addition, shareholders of the Fund will indirectly bear
the fees and expenses of the underlying investment
companies and such investments may be more costly than if
the Fund had owned the underlying securities directly. In
addition, the Fund pays brokerage commissions in
connection with the purchase and sale of shares of ETFs.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused issuers and may have lower or
adverse ESG assessments. Consideration of ESG factors
may affect the Fund’s exposure to certain issuers or
industries and may not work as intended. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. The investment manager does not assess every
investment for ESG factors and, when it does, not every
ESG factor may be identified or evaluated. The investment
manager’s assessment of an issuer’'s ESG factors is
subjective and will likely differ from that of investors, third
party service providers (e.g., ratings providers) and other
funds. As a result, securities selected by the investment
manager may not reflect the beliefs and values of any
particular investor. The investment manager also may be
dependent on the availability of timely, complete and
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accurate ESG data reported by issuers and/or third-party
research providers, the timeliness, completeness and
accuracy of which is out of the investment manager’s
control. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Liquidity: Liquidity risk exists when the markets for
particular securities or types of securities or other
investments are or become relatively illiquid so that the Fund
is unable, or it becomes more difficult for the Fund, to sell
the security or other investment at the price at which the
Fund has valued the security. llliquidity may result from
political, economic or issuer specific events; supply/demand
imbalances; changes in a specific market’s size or structure,
including the number of participants; or overall market
disruptions. Securities or other investments with reduced
liquidity or that become illiquid may involve greater risk than
securities with more liquid markets. Market prices or
quotations for illiquid securities may be volatile, and there
may be large spreads between bid and ask prices. Reduced
liquidity may have an adverse impact on market price and
the Fund's ability to sell particular securities when necessary
to meet the Fund's liquidity needs, which may arise or
increase in response to a specific economic event or
because the investment manager wishes to purchase
particular investments or believes that a higher level of
liquidity would be advantageous. An investment may
become illiquid if the Fund and its affiliates receive material
non-public information about the issuer or the investment. To
the extent that the Fund and its affiliates hold a significant
portion of an issuer's outstanding securities, the Fund may
be subject to greater liquidity risk than if the issuer's
securities were more widely held.

High-Yield Debt Instruments: High-yield debt instruments
(including loans) and unrated instruments of similar credit
quality (high-yield debt instruments or junk bonds) involve
greater risk of a complete loss of the Fund's investment, or
delays of interest and principal payments, than higher-quality
debt instruments or loans. Issuers of high-yield debt
instruments are not as strong financially as those issuing
securities of higher credit quality. High-yield debt
instruments are generally considered predominantly
speculative by the applicable rating agencies as these
issuers are more likely to encounter financial difficulties
because they may be more highly leveraged, or because of
other considerations. In addition, high yield debt instruments
generally are more vulnerable to changes in the relevant
economy, such as a recession or a sustained period of rising
interest rates, that could affect their ability to make interest
and principal payments when due. If an issuer stops making
interest and/or principal payments, payments on the
securities may never resume. These instruments may be
worthless and the Fund could lose its entire investment.

The prices of high-yield debt instruments generally fluctuate
more than higher-quality securities. Prices are especially

sensitive to developments affecting the issuer's business or
operations and to changes in the ratings assigned by rating
agencies. In addition, the entire high-yield debt market can
experience sudden and sharp price swings due to changes
in economic conditions, stock market activity, large
sustained sales by major investors, a high-profile default, or
other factors. Prices of corporate high-yield debt instruments
often are closely linked with the company's stock prices and
typically rise and fall in response to factors that affect stock
prices.

High-yield debt instruments are generally less liquid than
higher-quality securities. Many of these instruments are not
registered for sale under the federal securities laws and/or
do not trade frequently. When they do trade, their prices may
be significantly higher or lower than expected. At times, it
may be difficult to sell these securities promptly at an
acceptable price, which may limit the Fund's ability to sell
securities in response to specific economic events or to
meet redemption requests. As a result, certain high-yield
debt instruments generally pose greater illiquidity and
valuation risks.

Substantial declines in the prices of high-yield debt
instruments can dramatically increase the yield of such
instruments. The decline in market prices generally reflects
an expectation that the issuer(s) may be at greater risk of
defaulting on the obligation to pay interest and principal
when due. Therefore, substantial increases in yield may
reflect a greater risk by the Fund of losing some or part of its
investment rather than reflecting any increase in income
from the higher yield that the debt instrument may pay to the
Fund on its investment.

Portfolio Turnover: Active and frequent trading may
increase a shareholder’s tax liability and the Fund’s
transaction costs, which could detract from Fund
performance.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.
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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.

More detailed information about the Fund and its policies
and risks can be found in the Fund's Statement of Additional
Information (SAl).

A description of the Fund's policies and procedures
regarding the release of portfolio holdings information is also
available in the Fund's SAl. Portfolio holdings information
can be viewed online at www.franklintempleton.com.

FUND DETAILS
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Management

Franklin Advisers, Inc. (Advisers), One Franklin Parkway, San Mateo, California 94403-1906, is the Fund’s investment manager.

Under a separate agreement with Advisers, each of the following Sub-Advisors serves as a sub-advisor to the Fund and

manages a portion of the Fund’s portfolio:

Name of Sub-Advisor Strategy

Address of Sub-Advisor

Templeton Global Advisors Limited Foreign

Lyford Cay, Nassau, Bahamas

Franklin Templeton Institutional, LLC

Franklin U.S. Core Bond

Franklin International Growth
Franklin Investment Grade Corporate
Franklin U.S. Treasury Securities

Brandywine Global Investment Management, LLC
Strategy

Brandywine Global Opportunities Bond

ClearBridge Investments, LLC

ClearBridge Large Cap Value Strategy

ClearBridge Large Cap Growth Strategy

For purposes of the Fund’s investment strategies, techniques and risks, the term “investment manager” includes the sub-

advisors.

The Fund is managed by a team of dedicated professionals
focused on multi-asset investment strategies. The portfolio
managers of the Fund are as follows:

Thomas A. Nelson, CFA Portfolio Manager of Advisers
Mr. Nelson has been a portfolio manager of the Fund since
2019. He joined Franklin Templeton in 2007.

Jacqueline Kenney, CFA Portfolio Manager of Advisers
Ms. Kenney has been a portfolio manager of the Fund since
2022. She joined Franklin Templeton in 2010.

Berkeley Belknap Portfolio Manager of Advisers*
Ms. Belknap has been a portfolio manager of the Fund since
2025. She joined Franklin Templeton in 2019.

Brett S. Goldstein, CFA Portfolio Manager of Advisers**
Mr. Goldstein has been a portfolio manager of the Fund
since June 2026. He joined Franklin Templeton in 2024.
Prior to joining Franklin Templeton, Mr. Goldstein was a
portfolio manager for Putnam Investment Management, LLC
(“Putnam Management”). He joined Putnam Management in
2010.

Laura Green, CFA Portfolio Manager of Advisers**
Ms. Green has been a portfolio manager of the Fund since
June 2026. She joined Franklin Templeton in 2020.

*Effective June 1, 2026, Berkeley Belknap will step down as
a member of the Fund’s portfolio management team.

**Effective June 1, 2026, Brett S. Goldstein and Laura Green
will join the Fund’s portfolio management team.

The portfolio managers of the Fund are jointly and primarily
responsible for the day-to-day management of the Fund's
portfolio. They have equal authority over all aspects of the

Fund's investment portfolio, including, but not limited to, the
implementation of the Fund's asset allocation strategy,
purchases and sales of individual securities, portfolio risk
assessment, and the management of daily cash balances in
accordance with anticipated investment management
requirements. The degree to which each portfolio manager
may perform these functions, and the nature of these
functions, may change from time to time.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The Fund’s SAI provides additional information about
portfolio manager compensation, other accounts that they
manage and their ownership of Fund shares.

The Fund pays Advisers a fee for managing the Fund’s
assets.

Advisers has agreed to waive fees and/or reimburse
operating expenses (excluding Rule 12b-1 fees, interest
expense and certain non-routine expenses or costs, such as
those relating to litigation, indemnification, reorganizations
and liquidations) for the Fund so that the ratio of total annual
fund operating expenses will not exceed 0.57% for each
share class. Advisers has also agreed to reduce its fees to
reflect reduced services resulting from the Fund’s
investments in Franklin Templeton affiliated funds. These
contractual arrangements are expected to continue until
April 30, 2027. During the terms, the fee waiver and expense
reimbursement agreements may not be terminated or
amended without approval of the board of trustees except to
add series or classes, to reflect the extension of termination
dates or to lower the waiver and expense limitation. Advisers
compensates each sub-advisor for providing investment
advice and analysis and for managing that portion(s) of the
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Fund's assets allocated to it from time to time by Advisers.
The separate portions of the Fund's assets managed by
Advisers are allocated fees that are retained from, and not in
addition to, the overall investment management fee paid to
Advisers by the Fund.

For the fiscal year ended December 31, 2025, the Fund paid
Advisers an effective management fee of 0.50% of the
Fund’s average net assets for investment management
services.

A discussion regarding the basis for the board of trustees’
approval of the Fund’s investment management agreement
and subadvisory agreement are available in the Fund’s
report on Form N-CSR for the period ended June 30, 2025.

Manager of Managers Structure

The investment manager and the Trust have received an
exemptive order from the SEC that allows the Fund to
operate in a “manager of managers” structure whereby the
investment manager can appoint and replace both wholly-
owned and unaffiliated sub-advisors, and enter into, amend
and terminate sub-advisory agreements with such sub-
advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers
Structure). The Fund will, however, inform shareholders of
the hiring of any new sub-advisor within 90 days after the
hiring. The SEC exemptive order provides the Fund with
greater flexibility and efficiency and alleviates the need for
the Fund to incur the expense and delays associated with
obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect
to the Fund is subject to certain conditions that are set forth
in the SEC exemptive order. Under the Manager of
Managers Structure, the investment manager has the
ultimate responsibility, subject to oversight by the Fund's
board of trustees, to oversee sub-advisors and recommend
their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the
Fund's board of trustees: set the Fund's overall investment
strategy; evaluate, select and recommend sub-advisors to
manage all or a portion of the Fund's assets; and implement
procedures reasonably designed to ensure that each sub-
advisor complies with the Fund's investment goal, policies
and restrictions. Subject to review by the Fund's board of
trustees, the investment manager will allocate and, when
appropriate, reallocate the Fund's assets among sub-
advisors and monitor and evaluate the sub-advisors’
performance.
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Financial Highlights

This table presents the financial performance of Fund shares for the past five years or since inception. The table shows certain
information on a single Fund share basis (per share performance). It also shows some key Fund statistics, such as total return
(past performance) and expense ratios. Total return represents the annual change in value of a share assuming reinvestment of
dividends and capital gains. This information has been audited by PricewaterhouseCoopers LLP, an independent registered
public accounting firm, whose report, along with the Fund's financial statements, are available on the Fund's website and are
included in the Form N-CSR filed with the SEC covering the period ended December 31, 2025, which is available upon request.
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Franklin Allocation VIP Fund - Class 1

Year Ended December 31,

FUND DETAILS

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $5.29 $4.95 $4.46 $6.02 $5.49
Income from investment operations?:

Net investment income® 0.12 0.11 0.10 0.08 0.06

Net realized and unrealized gains (losses) 0.54 0.35 0.55 (1.03) 0.58
Total from investment operations 0.66 0.46 0.65 (0.95) 0.64
Less distributions from:

Net investment income (0.12) (0.12) (0.08) (0.10) (0.11)

Net realized gains (0.23) — (0.08) (0.51) —
Total distributions (0.35) (0.12) (0.16) (0.61) 0.11)
Net asset value, end of year $5.60 $5.29 $4.95 $4.46 $6.02
Total returnc 12.98% 9.33% 14.77% (15.68)% 11.81%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.61% 0.59% 0.57% 0.58% 0.60%
Expenses net of waiver and payments by affiliates 0.56% 0.56% 0.56%¢ 0.57%¢ 0.56%¢
Net investment income 2.18% 2.07% 2.08% 1.55% 1.04%
Supplemental data
Net assets, end of year (000's) $1,151 $1,067 $791 $648 $841
Portfolio turnover rate 41.77% 53.38% 56.04% 107.31% 54.07%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.
d. Benefit of expense reduction rounds to less than 0.01%.
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Franklin Allocation VIP Fund - Class 2

Year Ended December 31,

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $5.24 $4.90 $4.41 $5.96 $5.43
Income from investment operations?:

Net investment income® 0.10 0.09 0.08 0.06 0.05

Net realized and unrealized gains (losses) 0.54 0.36 0.56 (1.02) 0.58
Total from investment operations 0.64 0.45 0.64 (0.96) 0.63
Less distributions from:

Net investment income 0.11) 0.11) (0.07) (0.08) (0.10)

Net realized gains (0.23) — (0.08) (0.51) —
Total distributions (0.34) (0.11) (0.15) (0.59) (0.10)
Net asset value, end of year $5.54 $5.24 $4.90 $4.41 $5.96
Total returnc 12.60% 9.15% 14.61% (16.00)% 11.68%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.86% 0.84% 0.82% 0.83% 0.85%
Expenses net of waiver and payments by affiliates 0.81% 0.81% 0.81%° 0.82%¢ 0.81%°
Net investment income 1.94% 1.81% 1.81% 1.29% 0.80%
Supplemental data
Net assets, end of year (000's) $200,976 $207,665 $222,332 $223,917 $302,084
Portfolio turnover rate 41.77% 53.38% 56.04% 107.31% 54.07%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying
investment vehicle.

d. Benefit of expense reduction rounds to less than 0.01%.
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Franklin Allocation VIP Fund - Class 4

Year Ended December 31,

FUND DETAILS

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $5.45 $5.10 $4.58 $6.17 $5.62
Income from investment operations?:

Net investment income® 0.10 0.09 0.08 0.06 0.04

Net realized and unrealized gains (losses) 0.56 0.36 0.58 (1.06) 0.60
Total from investment operations 0.66 0.45 0.66 (1.00) 0.64
Less distributions from:

Net investment income (0.10) (0.10) (0.06) (0.08) (0.09)

Net realized gains (0.23) — (0.08) (0.51) —
Total distributions (0.33) (0.10) (0.14) (0.59) (0.09)
Net asset value, end of year $5.78 $5.45 $5.10 $4.58 $6.17
Total returnc 12.53% 8.89% 14.62% (16.19)% 11.54%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.96% 0.94% 0.92% 0.93% 0.95%
Expenses net of waiver and payments by affiliates 0.91% 0.91% 0.91%¢ 0.92%¢ 0.91%¢
Net investment income 1.84% 1.71% 1.71% 1.20% 0.70%
Supplemental data
Net assets, end of year (000's) $349,785 $344,151 $355,128 $328,741 $418,751
Portfolio turnover rate 41.77% 53.38% 56.04% 107.31% 54.07%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.
d. Benefit of expense reduction rounds to less than 0.01%.

Franklin Allocation VIP Fund

FFA-D17



This page intentionally left blank



FRANKLIN DYNATECH VIP FUND

Investment Goal

The Fund's investment goal is capital appreciation.

Principal Investment Policies and Practices

Under normal market conditions, the Fund seeks
investments primarily in equity securities of companies that
the investment manager believes are leaders in innovation,
take advantage of new technologies, have superior
management, and benefit from new industry conditions in
the dynamically changing global economy. The Fund invests
predominantly in common stock.

In pursuing these objectives, the investment manager may
invest in companies in any economic sector or of any market
capitalization both inside and outside of the United States,
including emerging markets. The Fund may invest up to 15%
of its assets in foreign securities.

An equity security represents a proportionate share or the
right to acquire a proportionate share of the ownership of a
company; its value is based on the success or failure of the
company’s business, any income paid to stockholders and
the value of its assets as well as general market conditions.
Common stocks, preferred stocks and depositary receipts
are examples of equity securities.

While the Fund strives to maintain a diversified portfolio, due
to market fluctuations the Fund may at times hold a smaller
number of issuers and/or a higher percentage of its assets in
one or more issuers than other funds.

Although the investment manager searches for investments
across a large number of sectors, it expects to have
significant positions in particular sectors. These sectors may
include, for example, information technology (including
software and internet), consumer discretionary,
communication services and health care (including
biotechnology). Due to market appreciation, if the market
prices of securities held by the Fund rise, the Fund’s
investment in a sector or the securities of a single company
may come to represent a significant portion of the Fund’s
portfolio. Nevertheless, the investment manager will
maintain such a position so long as it believes that the
company or sector continues to meet its investment
guidelines.

Portfolio Selection

The investment manager uses fundamental, "bottom-up"
research to seek companies meeting its criteria of growth
potential, quality and valuation. In seeking sustainable
growth characteristics, the investment manager looks for
companies it believes can produce sustainable earnings and
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cash flow growth, evaluating the long-term market
opportunity and competitive structure of an industry to target
leaders and emerging leaders. The investment manager
defines quality companies as those with strong and
improving competitive positions in attractive markets. The
investment manager also believes important attributes of
quality are experienced and talented management teams as
well as financial strength reflected in the capital structure,
gross and operating margins, free cash flow generation and
returns on capital employed. The investment manager’s
valuation analysis includes a range of potential outcomes
based on an assessment of multiple scenarios. In assessing
value, the investment manager considers whether security
prices fully reflect the balance of the sustainable growth
opportunities relative to business and financial risks.

Alongside traditional financial and economic analyses, the
investment manager assesses the potential impacts of
material environmental, social and governance (ESG)
factors on a company, which the investment manager
believes provide a measure of the company’s sustainability.
In analyzing ESG factors, the investment manager assesses
whether a company’s practices pose a material financial risk
or opportunity. Consideration of ESG factors and risks is
only one component of the investment manager’s
assessment of eligible investments and may not be a
determinative factor in the investment manager’s final
decision on whether to invest in a security. In addition, the
weight given to ESG factors may vary across types of
investments, industries, regions and issuers and ESG
factors and weights considered may change over time. In
certain circumstances, there may be times when not every
investment is assessed for ESG factors and, when they are,
not every ESG factor may be identified or evaluated.

Exclusion of Investment Manager from Commodity
Pool Operator Definition

With respect to the Fund, the investment manager has
claimed an exclusion from the definition of “commodity pool
operator” (CPO) under the Commodity Exchange Act (CEA)
and the rules of the Commodity Futures Trading
Commission (CFTC) and, therefore, is not subject to CFTC
registration or regulation as a CPO. In addition, with respect
to the Fund, the investment manager is relying upon a
related exclusion from the definition of “commodity trading
advisor” (CTA) under the CEA and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among
other things, to adhere to certain limits on its investments in
commodity futures, commaodity options and swaps, which in
turn include non-deliverable currency forward contracts, as
further described in the Fund's Statement of Additional
Information (SAl). Because the investment manager and the
Fund intend to comply with the terms of the CPO exclusion,
the Fund may, in the future, need to adjust its investment
strategies, consistent with its investment goal, to limit its
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investments in these types of instruments. The Fund is not
intended as a vehicle for trading in the commaodity futures,
commodity options, or swaps markets. The CFTC has
neither reviewed nor approved the investment manager’s
reliance on these exclusions, or the Fund, its investment
strategies or this prospectus.

Temporary Investments

When the investment manager believes market or economic
conditions are unfavorable for investors, the investment
manager may invest up to 100% of the Fund’s assets in a
temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high
quality short-term investments. Temporary defensive
investments generally may include short-term U.S.
government securities, high grade commercial paper, bank
obligations, repurchase agreements, money market fund
shares (including shares of an affiliated money market fund),
and other money market instruments. The investment
manager also may invest in these types of securities or hold
cash while looking for suitable investment opportunities or to
maintain liquidity. In these circumstances, the Fund may be
unable to achieve its investment goal.

Principal Risks

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual
issuers (such as the results of supply and demand), or
sectors within the securities markets. The value of a security
or other investment also may go up or down due to general
market conditions that are not specifically related to a
particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates, inflation or
exchange rates, or adverse investor sentiment generally.
Furthermore, events involving limited liquidity, defaults, non-
performance or other adverse developments that affect one
industry, such as the financial services industry, or concerns
or rumors about any events of these kinds, have in the past
and may in the future lead to market-wide liquidity problems,
may spread to other industries, and could negatively affect
the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread
of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war;
and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economic
prospects of many companies, sectors, nations, regions and
the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities
markets, multiple asset classes may decline in value. When
markets perform well, there can be no assurance that
securities or other investments held by the Fund will
participate in or otherwise benefit from the advance.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

The long-term impact of the COVID-19 pandemic and its
subsequent variants on economies, markets, industries and
individual issuers is not known. The U.S. government and
the Federal Reserve, as well as certain foreign governments
and central banks, took extraordinary actions to support
local and global economies and the financial markets in
response to the COVID-19 pandemic. This and other
government intervention into the economy and financial
markets have resulted in a large expansion of government
deficits and debt, the long-term consequences of which are
not known.

The United States and various countries are currently
involved in disputes over trade and other matters, which may
result in tariffs, investment restrictions and other adverse
impacts on affected companies and securities. Trade
disputes may adversely affect the economies of the United
States and its trading partners, as well as companies directly
or indirectly affected by tariffs or restrictions and financial
markets generally. For example, the United States has
imposed tariffs and other trade barriers on Chinese exports,
has restricted sales of certain categories of goods to China,
and has established barriers to investments in China. The
United States government has prohibited U.S. persons from
investing in Chinese companies designated as related to the
Chinese military. These and possible future restrictions
could limit the Fund’s opportunities for investment and
require the sale of securities at a loss or make them illiquid.
Moreover, the Chinese government is involved in a
longstanding dispute with Taiwan that has included threats
of invasion. If the political climate between the United States
and China does not improve or continues to deteriorate, if
China were to attempt unification of Taiwan by force, or if
other geopolitical conflicts develop or get worse, economies,
markets and individual securities may be severely affected
both regionally and globally, and the value of the Fund'’s
assets may go down.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Management: The Fund is actively managed and could
experience losses (realized and unrealized) if the investment
manager’s judgment about markets, interest rates or the
attractiveness, relative values, liquidity, or potential
appreciation of particular investments made for the Fund's
portfolio prove to be incorrect. The Fund could also
experience losses if there are imperfections, errors or
limitations in the models, tools, and data used by the
investment manager or if the investment manager’s
techniques or investment decisions do not produce the
desired results. Additionally, legislative, regulatory, or tax
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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.

Growth Style Investing: Growth stock prices reflect
projections of future earnings or revenues, and can,
therefore, fall dramatically if the company fails to meet those
projections. Growth stocks may be more expensive relative
to their current earnings or assets compared to value or
other stocks, and if earnings growth expectations moderate,
their valuations may return to more typical norms, causing
their stock prices to fall. Prices of these companies’
securities may be more volatile than other securities,
particularly over the short term. In addition, investment styles
can go in and out of favor, which could cause additional
volatility in the prices of the Fund’s portfolio holdings.

Limited Diversification: Because the Fund may at times
hold a smaller number of issuers and/or a higher percentage
of its assets in one or more issuers than other funds, it may
be more sensitive to economic, business, political or other
changes affecting individual issuers or investments than a
other diversified funds, which may negatively impact the
Fund's performance and result in greater fluctuation in the
value of the Fund’s shares.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Information technology companies: Companies in the
technology sector have historically been volatile due to the
rapid pace of product change and development within the
sector. For example, their products and services may not
prove commercially successful or may become obsolete
quickly. In addition, delays in or cancellation of the release of
anticipated products or services may also affect the price of
an information technology company’s stock. Information
technology companies are subject to significant competitive
pressures, such as new market entrants, aggressive pricing
and tight profit margins. The activities of these companies
may also be adversely affected by changes in government
regulations, worldwide technological developments or
investor perception of a company and/or its products or
services. The stock prices of companies operating within this
sector may be subject to abrupt or erratic movements.

Consumer discretionary companies: Companies in the
consumer discretionary sector could be affected by, among
other things, overall economic conditions, interest rates,
consumer confidence, and disposable income.

Communication services companies: The value of the
securities of communication services companies are
particularly vulnerable to rapid advancements in technology,
the innovation of competitors, rapid product obsolescence,
and government regulation and competition, both
domestically and internationally. Additionally, fluctuating
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domestic and international demand, shifting demographics
and often unpredictable changes in consumer tastes can
drastically affect a communication services company’s
profitability. While all companies may be susceptible to
network security breaches, certain companies in the
communication services sector may be particular targets of
hacking and potential theft of proprietary or consumer
information or disruptions in service, which could have a
material adverse effect on their businesses.

Healthcare companies: The activities of healthcare
companies may be funded or subsidized by federal and
state governments. If government funding and subsidies are
reduced or discontinued, the profitability of these companies
could be adversely affected. Healthcare companies may
also be affected by government policies on healthcare
reimbursements, regulatory approval for new drugs and
medical products, and similar matters. They are also subject
to legislative risk, i.e., the risks associated with the reform of
the healthcare system through legislation.

Small and Mid Capitalization Companies: While small
and mid capitalization companies may offer substantial
opportunities for capital growth, they also may involve more
risks than larger companies. Historically, securities issued by
small and mid capitalization companies have been more
volatile in price than securities that are issued by larger
companies, especially over the short term. Among the
reasons for the greater price volatility are the less certain
growth prospects of small and mid capitalization companies,
the lower degree of liquidity in the markets for such
securities, and the greater sensitivity of small and mid
capitalization companies to changing economic conditions.

In addition, small and mid capitalization companies may lack
depth of management, be unable to generate funds
necessary for growth or development, have limited product
lines or be developing or marketing new products or services
for which markets are not yet established and may never
become established. Small and mid capitalization
companies may be particularly affected by interest rate
increases, as they may find it more difficult to borrow money
to continue or expand operations, or may have difficulty in
repaying loans, particularly those with floating interest rates.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
operations. These risks can increase the potential for
investment loss in the Fund and may include, among others,
currency risks (such as fluctuations in currency exchange
rates and currency devaluations); country risks (such as
political, diplomatic, or regional conflicts, terrorism or war,
social and economic instability, and internal or external
policies or economic sanctions limiting or restricting foreign
investment, the movement of assets or other economic
activity); and risks associated with the state of a country's
financial markets and legal institutions. Other foreign
securities risks may include unfavorable trading, settlement
or custodial practices, unfavorable tax policies, less
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government supervision, less publicly available information,
less stringent investor protection standards, limited legal
redress for violations of law, limited trading markets and
greater illiquidity and greater price volatility.

Regional: Adverse conditions in a certain region or country
can adversely affect securities of issuers in other countries
whose economies appear to be unrelated. To the extent that
the Fund invests a significant portion of its assets in a
specific geographic region or a particular country, the Fund
will generally have more exposure to the risks affecting that
specific geographic region or country. In the event of
economic or political turmoil or a deterioration of diplomatic
relations in a region or country where a substantial portion of
the Fund’s assets are invested, the Fund may experience
substantial illiquidity or reduction in the value of the Fund’s
investments.

Emerging Markets: The risks of foreign investments
typically are greater in less developed countries, sometimes
referred to as developing or emerging markets. For example,
the political, social, market regulation and economic
structures and institutions in these countries, including those
supporting the regulatory and legal systems and financial
markets, may be less established and more vulnerable to
corruption and fraud, and may change rapidly. These
countries are more likely to experience high levels of
inflation, deflation or currency devaluation, which can harm
their economies and securities markets and increase
volatility. In fact, short-term volatility in these markets and
declines of 50% or more are not uncommon. Investments in
less developed markets generally are subject to higher fees
and expenses and exhibit greater price volatility and
valuation challenges. They may be subject to greater risk of
expropriation, nationalization, confiscatory or punitive
taxation, and foreign investment and divestment restrictions.
In addition, an emerging market country may experience a
devaluation of its currency, a downgrade in the credit ratings
of issuers in the country, or a decline in the value and
liquidity of securities of issuers in that country if the United
States, other nations or other governmental entities
(including supranational entities) impose sanctions on
issuers that limit or restrict foreign investment, the
movement of assets or other economic activity in the country
due to political, military or regional conflicts or due to
terrorism or war.

Restrictions on currency trading that may be imposed by
emerging market countries will have an adverse effect on
the value of the securities of companies that trade or operate
in such countries. Finally, such securities markets are
smaller, relatively less liquid and may not be as efficient or
established in terms of settlement, custody and securities
registration.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused issuers and may have lower or
adverse ESG assessments. Consideration of ESG factors

may affect the Fund’s exposure to certain issuers or
industries and may not work as intended. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. In certain circumstances, there may be times when
not every investment is assessed for ESG factors and, when
they are, not every ESG factor may be identified or
evaluated. The investment manager’s assessment of an
issuer's ESG factors is subjective and will likely differ from
that of investors, third party service providers (e.g., ratings
providers) and other funds. As a result, securities selected
by the investment manager may not reflect the beliefs and
values of any particular investor. The investment manager
also may be dependent on the availability of timely,
complete and accurate ESG data reported by issuers and/or
third-party research providers, the timeliness, completeness
and accuracy of which is out of the investment manager’s
control. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.

More detailed information about the Fund and its policies
and risks can be found in the Fund's Statement of Additional
Information (SAl).
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A description of the Fund's policies and procedures
regarding the release of portfolio holdings information is also
available in the Fund's SAI. Portfolio holdings information
can be viewed online at www.franklintempleton.com.

Management

Franklin Advisers, Inc. (Advisers), One Franklin Parkway,
San Mateo, California 94403-1906, is the Fund’s investment
manager.

The Fund is managed by a dedicated professional focused
on investments in sectors believed to have growth potential.
The portfolio manager of the Fund is as follows:

Matthew J. Moberg, CPA Senior Vice President of
Advisers

Mr. Moberg has been a portfolio manager of the Fund since
its inception (2005) and assumed duties of lead portfolio
manager of the Fund in 2016. He has primary responsibility
for the investments of the Fund. He has final authority over
all aspects of the Fund's investment portfolio, including but
not limited to, purchases and sales of individual securities,
portfolio risk assessment, and the management of daily cash
balances in accordance with anticipated investment
management requirements. The degree to which he may
perform these functions, and the nature of these functions,
may change from time to time. He joined Franklin Templeton
in 1998.

The Fund’s SAl provides additional information about
portfolio manager compensation, other accounts that they
manage and their ownership of Fund shares.

The Fund pays Advisers a fee for managing the Fund’s
assets.

Advisers has agreed to waive fees and/or reimburse
operating expenses (excluding Rule 12b-1 fees, acquired
fund fees and expenses, interest expense and certain non-
routine expenses or costs, such as those relating to
litigation, indemnification, reorganizations and liquidations)
for the Fund so that the ratio of total annual fund operating
expenses will not exceed 0.71% for each share class.
Advisers has also agreed to reduce its fees to reflect
reduced services resulting from the Fund’s investments in
Franklin Templeton affiliated funds. These contractual
arrangements are expected to continue until April 30, 2027.
During the terms, the fee waiver and expense
reimbursement agreements may not be terminated or
amended without approval of the board of trustees except to
add series or classes, to reflect the extension of termination
dates or to lower the waiver and expense limitation.

For the fiscal year ended December 31, 2025, the Fund paid
Advisers an effective management fee of 0.57% of the
Fund’s average net assets for investment management
services.

A discussion regarding the basis for the board of trustees’
approval of the Fund’s investment management agreement
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is available in the Fund’s report on Form N-CSR for the
period ended June 30, 2025.

Manager of Managers Structure

The investment manager and the Trust have received an
exemptive order from the SEC that allows the Fund to
operate in a “manager of managers” structure whereby the
investment manager can appoint and replace both wholly-
owned and unaffiliated sub-advisors, and enter into, amend
and terminate sub-advisory agreements with such sub-
advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers
Structure). The Fund will, however, inform shareholders of
the hiring of any new sub-advisor within 90 days after the
hiring. The SEC exemptive order provides the Fund with
greater flexibility and efficiency and alleviates the need for
the Fund to incur the expense and delays associated with
obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect
to the Fund is subject to certain conditions that are set forth
in the SEC exemptive order. Under the Manager of
Managers Structure, the investment manager has the
ultimate responsibility, subject to oversight by the Fund's
board of trustees, to oversee sub-advisors and recommend
their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the
Fund's board of trustees: set the Fund's overall investment
strategy; evaluate, select and recommend sub-advisors to
manage all or a portion of the Fund's assets; and implement
procedures reasonably designed to ensure that each sub-
advisor complies with the Fund's investment goal, policies
and restrictions. Subject to review by the Fund's board of
trustees, the investment manager will allocate and, when
appropriate, reallocate the Fund's assets among sub-
advisors and monitor and evaluate the sub-advisors’
performance.
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Financial Highlights

This table presents the financial performance of Fund shares for the past five years or since inception. The table shows certain
information on a single Fund share basis (per share performance). It also shows some key Fund statistics, such as total return
(past performance) and expense ratios. Total return represents the annual change in value of a share assuming reinvestment of
dividends and capital gains. This information has been audited by PricewaterhouseCoopers LLP, an independent registered
public accounting firm, whose report, along with the Fund's financial statements, are available on the Fund's website and are
included in the Form N-CSR filed with the SEC covering the period ended December 31, 2025, which is available upon request.
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Year Ended December 31,

2025 2024 2023 2022 2021
Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $5.57 $4.27 $2.96 $11.85 $10.92
Income from investment operations?:

Net investment (loss)® (0.03) (0.02) (0.01) (0.02) (0.08)

Net realized and unrealized gains (losses) 1.04 1.32 1.32 (4.52) 1.79
Total from investment operations 1.01 1.30 1.31 (4.54) 1.71
Less distributions from:

Net realized gains — — — (4.35) (0.78)
Net asset value, end of year $6.58 $5.57 $4.27 $2.96 $11.85
Total returnc 18.13% 30.44% 43.77% (39.96)% 16.14%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.88% 0.87% 0.90% 0.91% 1.03%
Expenses net of waiver and payments by affiliates 0.88%° 0.87%¢ 0.89%¢ 0.90%¢ 0.96%
Net investment (loss) (0.56)% (0.48)% (0.41)% (0.49)% 0.71)%
Supplemental data
Net assets, end of year (000's) $163,622 $151,113 $125,878 $74,486 $139,784
Portfolio turnover rate 36.55% 21.64% 22.25% 34.99% 74.97%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.

d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.

e. Benefit of expense reduction rounds to less than 0.01%.
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Franklin DynaTech VIP Fund - Class 4

Year Ended December 31,

2025 2024 2023 2022 2021
Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $4.86 $3.73 $2.59 $11.23 $10.40
Income from investment operations?:

Net investment (loss)® (0.03) (0.03) (0.02) (0.03) (0.09)

Net realized and unrealized gains (losses) 0.90 1.16 1.16 (4.26) 1.70
Total from investment operations 0.87 1.13 1.14 (4.29) 1.61
Less distributions from:

Net realized gains — — — (4.35) (0.78)
Net asset value, end of year $5.73 $4.86 $3.73 $2.59 $11.23
Total returne 17.90% 30.29% 44.02% (40.20)% 16.09%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.98% 0.97% 1.00% 1.01% 1.13%
Expenses net of waiver and payments by affiliates 0.98%? 0.97%¢ 1.00%d 1.00%¢ 1.06%
Net investment (loss) (0.66)% (0.58)% (0.50)% (0.59)% (0.81)%
Supplemental data
Net assets, end of year (000's) $26,927 $27,913 $25,919 $20,496 $36,515
Portfolio turnover rate 36.55% 21.64% 22.25% 34.99% 74.97%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying
investment vehicle.

d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.

e. Benefit of expense reduction rounds to less than 0.01%.
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FUND DETAILS

FRANKLIN GLOBAL REAL ESTATE VIP FUND

Investment Goal

The Fund's principal investment goal is high total return.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests at least
80% of its net assets in investments of companies located
anywhere in the world that operate in the real estate sector.
Shareholders will be given at least 60 days' advance notice
of any change to this 80% policy. For purposes of this Fund
the real estate sector includes:

e real estate investment trusts (REITs) (defined below)
and similar REIT-like entities domiciled outside the U.S.;

e companies qualifying under U.S. federal tax law as
REITs; and

e companies that derive at least half of their assets or
revenues from the ownership, management,
development or sale of residential or commercial real
estate (such as real estate operating or service
companies).

Under normal market conditions the Fund expects to invest
in foreign securities (including emerging markets securities)
in an amount equal to at least the lesser of: (a) 40% of its
net assets, unless market conditions are not deemed
favorable by the investment manager, in which case 30% of
its net assets; or (b) the percentage of foreign issuers
represented in the FTSE EPRA/NAREIT Developed Index
minus 5%.

The investment manager seeks to limit price volatility by
investing across markets and property types.

A REIT is a type of real estate company that is dedicated to
owning and usually operating income-producing real estate
such as apartments, hotels, industrial properties, office
building or shopping centers. Equity REITs generally receive
income from rents received. REITs are generally operated
by experienced property management teams and typically
concentrate on a specific geographic region or property type.
The Fund's investments in REITs also include non-traditional
REITs such as those that focus on storage and self-storage
facilities, cell tower owners and data center owners.
Although the REIT structure originated in the U.S., a number
of countries around the world have adopted, or are
considering adopting, similar REIT and REIT-like structures.
While the Fund is not limited to investing in REITs and REIT-
like entities, it is expected that the Fund currently will focus
on these types of entities.

The Fund currently expects to be invested predominantly in
equity securities. An equity security represents a

proportionate share of the ownership of a company; its value
is based on the success or failure of the company’s
business, any income paid to stockholders, the value of its
assets and general market conditions. Common stocks and
preferred stocks are examples of equity securities.

In addition to the Fund's main investments, the Fund may
invest in issuers engaged in businesses whose products and
services are related to the real estate sector.

Although the Fund generally does not hedge its foreign
currency exposure, currency-related derivative instruments,
such as forward currency exchange contracts, may be used
from time-to-time, to help manage currency risks and
manage local currency exposure. While forward currency
contracts entered into for hedging purposes may reduce the
risk of loss from a change in value of a currency, they also
limit any potential gains and do not protect against
fluctuations in the value of the underlying instruments.

Portfolio Selection

The investment manager is a research driven, fundamental
investor. The investment manager's active investment
strategy is centered on the belief that unsynchronized
regional economic activity within the global economy
provides consistent, attractive return opportunities in the
global real estate markets.

When selecting investments for the Fund's portfolio, the
investment manager applies a "bottom-up" stock selection
process that incorporates macro-level views in the
evaluation process. The investment manager's portfolio
construction process combines:

e Bottom-up analysis of individual stock and real estate
market fundamentals; and

e Top-down macro overlays to provide country/regional,
property type, and company size perspectives in
identifying international/local cyclical and thematic
trends that highlight investment opportunities.

Alongside traditional financial and economic analyses, the
investment manager assesses the potential impacts of
material environmental, social and governance (ESG)
factors on a country, which the investment manager believes
provide a measure of the country’s sustainability. In
analyzing ESG factors, the investment manager assesses
whether a country’s practices pose a material financial risk
or opportunity. Consideration of ESG factors and risks is
only one component of the investment manager’s
assessment of eligible investments and may not be a
determinative factor in the investment manager’s final
decision on whether to invest in a security. In addition, the
weight given to ESG factors may vary across types of
investments, industries, regions and issuers and ESG
factors and weights considered may change over time. The
investment manager does not assess every investment for
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ESG factors and, when it does, not every ESG factor may be
identified or evaluated.

Exclusion of Investment Manager from Commodity
Pool Operator Definition

With respect to the Fund, the investment manager has
claimed an exclusion from the definition of “commaodity pool
operator” (CPO) under the Commodity Exchange Act (CEA)
and the rules of the Commodity Futures Trading
Commission (CFTC) and, therefore, is not subject to CFTC
registration or regulation as a CPO. In addition, with respect
to the Fund, the investment manager is relying upon a
related exclusion from the definition of “commaodity trading
advisor” (CTA) under the CEA and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among
other things, to adhere to certain limits on its investments in
commodity futures, commodity options and swaps, which in
turn include non-deliverable currency forward contracts, as
further described in the Fund's Statement of Additional
Information (SAl). Because the investment manager and the
Fund intend to comply with the terms of the CPO exclusion,
the Fund may, in the future, need to adjust its investment
strategies, consistent with its investment goal, to limit its
investments in these types of instruments. The Fund is not
intended as a vehicle for trading in the commaodity futures,
commodity options, or swaps markets. The CFTC has
neither reviewed nor approved the investment manager’s
reliance on these exclusions, or the Fund, its investment
strategies or this prospectus.

Temporary Investments

When the investment manager believes market or economic
conditions are unfavorable for investors, the investment
manager may invest up to 100% of the Fund’s assets in a
temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high
quality short-term investments. Temporary defensive
investments generally may include short-term U.S.
government securities, high grade commercial paper, bank
obligations, repurchase agreements, money market fund
shares (including shares of an affiliated money market fund),
and other money market instruments. The investment
manager also may invest in these types of securities or hold
cash while looking for suitable investment opportunities or to
maintain liquidity. In these circumstances, the Fund may be
unable to achieve its investment goal.

Principal Risks

Real Estate Securities: By concentrating in the real estate
industry, the Fund carries much greater risk of adverse
developments in that industry than a fund that invests in a
wide variety of industries. Because the Fund concentrates in
the real estate industry, there is also the risk that the Fund
will perform poorly during a slump in demand for real estate
securities. Real estate values rise and fall in response to a
variety of factors, including: local, regional, national and

global economic conditions, interest rates and tax
considerations. When economic growth is slow, demand for
property decreases and prices may decline. Property values
may decrease because of overbuilding, increases in
property taxes and operating expenses, changes in zoning
and other property-related laws, environmental regulations
or hazards, insurance or condemnation losses, or a general
decline in neighborhood values. To the extent that the Fund
focuses on a particular geographical region of the country,
the Fund may be subject to greater risks of adverse
developments in that area than a fund that does not focus its
investments in a particular region. Securities of companies in
the real estate industry have been and may continue to be
negatively affected by the COVID-19 pandemic.

REITs: Equity REITs may be affected by any changes in
the value of the properties and companies owned and other
factors, and their prices tend to go up and down. A REIT's
performance depends on the types, values and locations of
the properties and companies it owns and on how well those
companies are managed. A decline in rental income may
occur because of extended vacancies, increased
competition from other properties, tenants' failure to pay rent
or poor management. A REIT's performance also depends
on the company's ability to finance property purchases and
renovations and manage its cash flows. Because a REIT
may be invested in a limited number of projects orin a
particular market segment, it may be more susceptible to
adverse developments affecting a single project or market
segment than more broadly diversified investments. Loss of
status as a qualified REIT under the U.S. federal tax laws
could adversely affect the value of a particular REIT or the
market for REITS as a whole. These risks may also apply to
securities of REIT-like entities domiciled outside the U.S.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, including risks related to currency exchange
rates and policies, country or government specific issues,
less favorable trading practices or regulation and greater
price volatility. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
operations.

Currency exchange rates: Foreign securities may be issued
and traded in foreign currencies. As a result, their market
values in U.S. dollars may be affected by changes in
exchange rates between such foreign currencies and the
U.S. dollar, as well as between currencies of countries other
than the U.S. For example, if the value of the U.S. dollar
goes up compared to a foreign currency, an investment
traded in that foreign currency will go down in value because
it will be worth fewer U.S. dollars. The Fund accrues
additional expenses when engaging in currency exchange
transactions, and valuation of the Fund's foreign securities
may be subject to greater risk because both the currency
(relative to the U.S. dollar) and the security must be
considered.

Political and economic developments: The political,
economic and social policies or structures of some foreign
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countries may be less stable and more volatile than those in
the United States. Investments in these countries may be
subject to greater risks of internal and external conflicts,
expropriation, nationalization of assets, foreign exchange
controls (such as suspension of the ability to transfer
currency from a given country), restrictions on removal of
assets, political or social instability, military action or unrest,
diplomatic developments, currency devaluations, foreign
ownership limitations, and substantial, punitive or
confiscatory tax increases. It is possible that a government
may take over the assets or operations of a company or
impose restrictions on the exchange or export of currency or
other assets. Some countries also may have different legal
systems that may make it difficult or expensive for the Fund
to vote proxies, exercise shareholder rights, and pursue
legal remedies with respect to its foreign investments.
Diplomatic and political developments could affect the
economies, industries, and securities and currency markets
of the countries in which the Fund is invested. These
developments include rapid and adverse political changes;
social instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war. In
addition, such developments could contribute to the
devaluation of a country’s currency, a downgrade in the
credit ratings of issuers in such country, or a decline in the
value and liquidity of securities of issuers in that country. An
imposition of sanctions upon, or other government actions
impacting, certain issuers in a country could result in (i) an
immediate freeze of that issuer’s securities, impairing the
ability of the Fund to buy, sell, receive or deliver those
securities or (ii) other limitations on the Fund’s ability to
invest or hold such securities. These factors would affect the
value of the Fund’s investments and are extremely difficult, if
not impossible, to predict and take into account with respect
to the Fund's investments.

Trading practices: Brokerage commissions, withholding
taxes, custodial fees, and other fees generally are higher in
foreign markets. The policies and procedures followed by
foreign stock exchanges, currency markets, trading systems
and brokers may differ from those applicable in the United
States, with possibly negative consequences to the Fund.
The procedures and rules governing foreign trading,
settlement and custody (holding of the Fund's assets) also
may result in losses or delays in payment, delivery or
recovery of money or other property. Foreign government
supervision and regulation of foreign securities and currency
markets and trading systems may be less than or different
from government supervision in the United States, and may
increase the Fund's regulatory and compliance burden
and/or decrease the Fund's investor rights and protections.

Availability of information: Foreign issuers may not be
subject to the same disclosure, accounting, auditing and
financial reporting standards and practices as U.S. issuers.
Thus, there may be less information publicly available about
foreign issuers than about most U.S. issuers. In addition,
information provided by foreign issuers may be less timely or
less reliable than information provided by U.S. issuers.

FUND DETAILS

Limited markets: Certain foreign securities may be less
liquid (harder to sell) and their prices may be more volatile
than many U.S. securities. llliquidity tends to be greater, and
valuation of the Fund's foreign securities may be more
difficult, due to the infrequent trading and/or delayed
reporting of quotes and sales.

Regional: Adverse conditions in a certain region or country
can adversely affect securities of issuers in other countries
whose economies appear to be unrelated. To the extent that
the Fund invests a significant portion of its assets in a
specific geographic region or a particular country, the Fund
will generally have more exposure to the risks affecting that
specific geographic region or country. In the event of
economic or political turmoil or a deterioration of diplomatic
relations in a region or country where a substantial portion of
the Fund’s assets are invested, the Fund may experience
substantial illiquidity or reduction in the value of the Fund’s
investments.

The risk of investments in Europe may be heightened due to
the current uncertainty concerning the ultimate economic
consequences and geopolitical effects of Russia's military
invasion of Ukraine in February 2022 and concerns
regarding potential escalation in the region, which has
increased market volatility.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual
issuers (such as the results of supply and demand), or
sectors within the securities markets. The value of a security
or other investment also may go up or down due to general
market conditions that are not specifically related to a
particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates, inflation or
exchange rates, or adverse investor sentiment generally.
Furthermore, events involving limited liquidity, defaults, non-
performance or other adverse developments that affect one
industry, such as the financial services industry, or concerns
or rumors about any events of these kinds, have in the past
and may in the future lead to market-wide liquidity problems,
may spread to other industries, and could negatively affect
the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread
of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war;
and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economic
prospects of many companies, sectors, nations, regions and
the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities
markets, multiple asset classes may decline in value. When
markets perform well, there can be no assurance that
securities or other investments held by the Fund will
participate in or otherwise benefit from the advance.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions

Franklin Global Real Estate VIP Fund FGR-D3



FUND DETAILS

resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

The long-term impact of the COVID-19 pandemic and its
subsequent variants on economies, markets, industries and
individual issuers is not known. The U.S. government and
the Federal Reserve, as well as certain foreign governments
and central banks, took extraordinary actions to support
local and global economies and the financial markets in
response to the COVID-19 pandemic. This and other
government intervention into the economy and financial
markets have resulted in a large expansion of government
deficits and debt, the long-term consequences of which are
not known.

The United States and various countries are currently
involved in disputes over trade and other matters, which may
result in tariffs, investment restrictions and other adverse
impacts on affected companies and securities. Trade
disputes may adversely affect the economies of the United
States and its trading partners, as well as companies directly
or indirectly affected by tariffs or restrictions and financial
markets generally. For example, the United States has
imposed tariffs and other trade barriers on Chinese exports,
has restricted sales of certain categories of goods to China,
and has established barriers to investments in China. The
United States government has prohibited U.S. persons from
investing in Chinese companies designated as related to the
Chinese military. These and possible future restrictions
could limit the Fund’s opportunities for investment and
require the sale of securities at a loss or make them illiquid.
Moreover, the Chinese government is involved in a
longstanding dispute with Taiwan that has included threats
of invasion. If the political climate between the United States
and China does not improve or continues to deteriorate, if
China were to attempt unification of Taiwan by force, or if
other geopolitical conflicts develop or get worse, economies,
markets and individual securities may be severely affected
both regionally and globally, and the value of the Fund’s
assets may go down.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Liquidity: Liquidity risk exists when the markets for
particular securities or types of securities or other
investments are or become relatively illiquid so that the Fund
is unable, or it becomes more difficult for the Fund, to sell
the security or other investment at the price at which the
Fund has valued the security. llliquidity may result from
political, economic or issuer specific events; supply/demand
imbalances; changes in a specific market’s size or structure,
including the number of participants; or overall market
disruptions. Securities or other investments with reduced
liquidity or that become illiquid may involve greater risk than
securities with more liquid markets. Market prices or
quotations for illiquid securities may be volatile, and there
may be large spreads between bid and ask prices. Reduced

liquidity may have an adverse impact on market price and
the Fund's ability to sell particular securities when necessary
to meet the Fund's liquidity needs, which may arise or
increase in response to a specific economic event or
because the investment manager wishes to purchase
particular investments or believes that a higher level of
liquidity would be advantageous. An investment may
become illiquid if the Fund and its affiliates receive material
non-public information about the issuer or the investment. To
the extent that the Fund and its affiliates hold a significant
portion of an issuer's outstanding securities, the Fund may
be subject to greater liquidity risk than if the issuer's
securities were more widely held.

Derivative Instruments: The performance of derivative
instruments depends largely on the performance of an
underlying instrument, such as a currency, security, interest
rate or index, and such instruments often have risks similar
to the underlying instrument, in addition to other risks.
Derivative instruments involve costs and can create
economic leverage in the Fund’s portfolio, which may result
in significant volatility and cause the Fund to participate in
losses (as well as gains) in an amount that significantly
exceeds the Fund’s initial investment. Other risks include
illiquidity, mispricing or improper valuation of the derivative
instrument, and imperfect correlation between the value of
the derivative and the underlying instrument so that the Fund
may not realize the intended benefits. Their successful use
will usually depend on the investment manager’s ability to
accurately forecast movements in the market relating to the
underlying instrument. Should a market or markets, or prices
of particular classes of investments, move in an unexpected
manner, especially in unusual or extreme market conditions,
the Fund may not realize the anticipated benefits of the
transaction, and it may realize losses, which could be
significant. If the investment manager is not successful in
using such derivative instruments, the Fund’s performance
may be worse than if the investment manager did not use
such derivative instruments at all. When a derivative is used
for hedging, the change in value of the derivative instrument
also may not correlate specifically with the currency,
security, interest rate index or other risk being hedged.
There is also the risk, especially under extreme market
conditions, that an instrument, which usually would operate
as a hedge, provides no hedging benefits at all.

Use of these instruments could also result in a loss if the
counterparty to the transaction does not perform as
promised, including because of such counterparty’s
bankruptcy or insolvency. This risk is heightened with
respect to over-the-counter (OTC) instruments, such as
certain swap agreements and may be greater during volatile
market conditions. Other risks include the inability to close
out a position because the trading market becomes illiquid
(particularly in the OTC markets) or the availability of
counterparties becomes limited for a period of time. In
addition, the presence of speculators in a particular market
could lead to price distortions. To the extent that the Fund is
unable to close out a position because of market illiquidity,
the Fund may not be able to prevent further losses of value
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in its derivatives holdings and the Fund'’s liquidity may be
impaired. Some derivatives can be particularly sensitive to
changes in interest rates or other market prices. Investors
should bear in mind that, while the Fund intends to use
derivative strategies on a regular basis, it is not obligated to
actively engage in these transactions, generally or in any
particular kind of derivative, if the investment manager elects
not to do so due to availability, cost or other factors.

The use of derivative strategies may also have a tax impact
on the Fund. The timing and character of income, gains or
losses from these strategies could impair the ability of the
investment manager to use derivatives when it wishes to do
SO.

Management: The Fund is actively managed and could
experience losses (realized and unrealized) if the investment
manager’s judgment about markets, interest rates or the
attractiveness, relative values, liquidity, or potential
appreciation of particular investments made for the Fund's
portfolio prove to be incorrect. The Fund could also
experience losses if there are imperfections, errors or
limitations in the models, tools, and data used by the
investment manager or if the investment manager’s
techniques or investment decisions do not produce the
desired results. 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.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused issuers and may have lower or
adverse ESG assessments. Consideration of ESG factors
may affect the Fund’s exposure to certain issuers or
industries and may not work as intended. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. The investment manager does not assess every
investment for ESG factors and, when it does, not every
ESG factor may be identified or evaluated. The investment
manager’s assessment of an issuer's ESG factors is
subjective and will likely differ from that of investors, third
party service providers (e.g., ratings providers) and other
funds. As a result, securities selected by the investment
manager may not reflect the beliefs and values of any
particular investor. The investment manager also may be
dependent on the availability of timely, complete and
accurate ESG data reported by issuers and/or third-party
research providers, the timeliness, completeness and
accuracy of which is out of the investment manager’s
control. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.
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Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.

More detailed information about the Fund and its policies
and risks can be found in the Fund's Statement of Additional
Information (SAI).

A description of the Fund's policies and procedures
regarding the release of portfolio holdings information is also
available in the Fund's SAl. Portfolio holdings information
can be viewed online at www.franklintempleton.com.

Management

Franklin Advisers, Inc. (Advisers), One Franklin Parkway,
San Mateo, California 94403-1906, is the Fund’s investment
manager.

The Fund is managed by a team of dedicated professionals
focused on investments in the global real estate securities
market. The portfolio managers of the Fund are as follows:

Daniel Scher Vice President of Advisers

Mr. Scher has been a portfolio manager of the Fund since
2019. He joined Franklin Templeton in 2002.

Blair Schmicker, CFA Vice President of Advisers

Mr. Schmicker has been a portfolio manager of the Fund
since 2019. He joined Franklin Templeton in 2007.
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The portfolio managers of the Fund are jointly and primarily
responsible for the day-to-day management of the Fund's
portfolio. They have equal authority over all aspects of the
Fund's investment portfolio, including, but not limited to,
purchases and sales of individual securities, portfolio risk
assessment, and the management of daily cash balances in
accordance with anticipated investment management
requirements. The degree to which each portfolio manager
may perform these functions, and the nature of these
functions, may change from time to time.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The Fund’s SAl provides additional information about
portfolio manager compensation, other accounts that they
manage and their ownership of Fund shares.

The Fund pays the investment manager a fee for managing
the Fund’s assets.

The investment manager has agreed to waive fees and/or
reimburse operating expenses (excluding Rule 12b-1 fees,
acquired fund fees and expenses, interest expense and
certain non-routine expenses or costs, such as those
relating to litigation, indemnification, reorganizations and
liquidations) for the Fund so that the ratio of total annual
fund operating expenses will not exceed 1.00% for each
share class. The investment manager has also agreed to
reduce its fees to reflect reduced services resulting from the
Fund’s investments in Franklin Templeton affiliated funds.
These contractual arrangements are expected to continue
until April 30, 2027. During the terms, the fee waiver and
expense reimbursement agreements may not be terminated
or amended without approval of the board of trustees except
to add series or classes, to reflect the extension of
termination dates or to lower the waiver and expense
limitation.

For the fiscal year ended December 31, 2025, the Fund paid
the investment manager an effective management fee of
0.87% of the Fund’s average net assets for investment
management services.

A discussion regarding the basis for the board of trustees’
approval of the Fund’s investment management agreement
is available in the Fund'’s report on Form N-CSR for the
period ended June 30, 2025.

Manager of Managers Structure

The investment manager and the Trust have received an
exemptive order from the SEC that allows the Fund to
operate in a “manager of managers” structure whereby the
investment manager can appoint and replace both wholly-
owned and unaffiliated sub-advisors, and enter into, amend
and terminate sub-advisory agreements with such sub-
advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers
Structure). The Fund will, however, inform shareholders of
the hiring of any new sub-advisor within 90 days after the
hiring. The SEC exemptive order provides the Fund with
greater flexibility and efficiency and alleviates the need for
the Fund to incur the expense and delays associated with

obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect
to the Fund is subject to certain conditions that are set forth
in the SEC exemptive order. Under the Manager of
Managers Structure, the investment manager has the
ultimate responsibility, subject to oversight by the Fund's
board of trustees, to oversee sub-advisors and recommend
their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the
Fund's board of trustees: set the Fund's overall investment
strategy; evaluate, select and recommend sub-advisors to
manage all or a portion of the Fund's assets; and implement
procedures reasonably designed to ensure that each sub-
advisor complies with the Fund's investment goal, policies
and restrictions. Subject to review by the Fund's board of
trustees, the investment manager will allocate and, when
appropriate, reallocate the Fund's assets among sub-
advisors and monitor and evaluate the sub-advisors’
performance.
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Financial Highlights

This table presents the financial performance of Fund shares for the past five years or since inception. The table shows certain
information on a single Fund share basis (per share performance). It also shows some key Fund statistics, such as total return
(past performance) and expense ratios. Total return represents the annual change in value of a share assuming reinvestment of
dividends and capital gains. This information has been audited by PricewaterhouseCoopers LLP, an independent registered
public accounting firm, whose report, along with the Fund's financial statements, are available on the Fund's website and are
included in the Form N-CSR filed with the SEC covering the period ended December 31, 2025, which is available upon request.
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Franklin Global Real Estate VIP Fund - Class 1

Year Ended December 31,

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $12.74 $13.01 $12.01 $18.06 $14.66
Income from investment operations?:

Net investment income® 0.21 0.28 0.30 0.21 0.19

Net realized and unrealized gains (losses) 0.83 (0.29) 1.07 (4.83) 3.76
Total from investment operations 1.04 (0.01) 1.37 (4.62) 3.95
Less distributions from:

Net investment income (0.21) (0.26) (0.37) (0.39) (0.18)

Net realized gains — — — (1.04) (0.37)
Total distributions (0.21) (0.26) (0.37) (1.43) (0.55)
Net asset value, end of year $13.57 $12.74 $13.01 $12.01 $18.06
Total returnc 8.22% 0.03% 11.68% (25.92)% 27.20%
Ratios to average net assets
Expenses before waiver and payments by affiliates 1.18% 1.12% 1.16% 1.14% 1.16%
Expenses net of waiver and payments by affiliates 1.00% 1.00% 1.00%¢ 1.00%¢ 1.00%¢
Net investment income 1.61% 2.15% 2.49% 1.50% 1.14%
Supplemental data
Net assets, end of year (000's) $731 $695 $709 $727 $1,001
Portfolio turnover rate 33.46% 38.41% 18.27% 15.44% 26.48%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying
investment vehicle.

d. Benefit of expense reduction rounds to less than 0.01%.
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FUND DETAILS

Year Ended December 31,

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $12.27 $12.55 $11.59 $17.47 $14.21
Income from investment operations?:

Net investment income® 0.17 0.23 0.26 0.17 0.14

Net realized and unrealized gains (losses) 0.80 (0.28) 1.04 (4.66) 3.63
Total from investment operations 0.97 (0.05) 1.30 (4.49) 3.77
Less distributions from:

Net investment income (0.18) (0.23) (0.34) (0.35) (0.14)

Net realized gains — — — (1.04) (0.37)
Total distributions (0.18) (0.23) (0.34) (1.39) (0.51)
Net asset value, end of year $13.06 $12.27 $12.55 $11.59 $17.47
Total returnc 7.93% (0.32)% 11.43% (26.06)% 26.79%
Ratios to average net assets
Expenses before waiver and payments by affiliates 1.43% 1.37% 1.41% 1.40% 1.41%
Expenses net of waiver and payments by affiliates 1.25% 1.25% 1.25%¢ 1.25%¢ 1.25%¢
Net investment income 1.35% 1.88% 2.23% 1.24% 0.88%
Supplemental data
Net assets, end of year (000's) $101,466 $101,968 $110,116 $108,583 $154,411
Portfolio turnover rate 33.46% 38.41% 18.27% 15.44% 26.48%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.
d. Benefit of expense reduction rounds to less than 0.01%.
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FUND DETAILS

FRANKLIN GROWTH AND INCOME VIP FUND

Investment Goal

The Fund’s principal investment goal is capital appreciation.
Its secondary goal is to provide current income.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests
predominantly in equity securities, including common stock,
preferred stock and securities convertible into common
stocks. The Fund generally invests primarily in common
stocks, and the remainder of its net assets in other equity-
related instruments such as convertible securities, equity-
linked notes (ELNs), and real estate investment trusts
(REITSs).

The Fund's strategy is to invest in a broadly diversified
portfolio of equity securities that the Fund's investment
manager considers to be financially strong, with a focus on
"blue chip" companies.

The Fund does not currently anticipate investing more than
15% of its net assets in foreign securities, either directly or
through depositary receipts, which are certificates typically
issued by a bank or trust company that give their holders the
right to receive securities issued by a foreign or domestic
company.

The Fund may invest up to 10% of its net assets in ELNs,
which are hybrid derivative-type instruments that are
specially designed to combine the characteristics of one or
more reference securities (usually a single stock, a stock
index or a basket of stocks (underlying securities)) and a
related equity derivative, such as a put or call option, in a
single note form. The Fund may engage in all types of ELNs,
including those that: (1) provide for protection of the Fund’s
principal in exchange for limited participation in the
appreciation of the underlying securities, and (2) do not
provide for such protection and subject the Fund to the risk
of loss of the Fund'’s principal investment. ELNs can provide
the Fund with an efficient investment tool that may be less
expensive than investing directly in the underlying securities
and the related equity derivative.

The Fund may also invest up to 10% of its net assets in
REITs. A REIT is a type of real estate company that is
dedicated to owning and usually operating income-
producing real estate such as apartments, hotels, industrial
properties, office building or shopping centers. REITs
typically concentrate on a specific geographic region or
property type.

An equity security represents a proportionate share, or the
right to acquire a proportionate share, of the ownership of a
company; its value is based on the success of the

company's business, any income paid to stockholders, the
value of its assets, and general market conditions.

While the Fund does not concentrate in any one industry,
from time to time, based on economic conditions, it may
make significant investments in the financial services,
healthcare and industrials sectors.

A convertible security is generally a debt security or
preferred stock that may be converted within a specified
period of time into common stock of the same or a different
issuer. By investing in convertible securities, the Fund seeks
the opportunity to participate in the capital appreciation of
underlying stocks, while at the same time relying on the fixed
income aspect of the convertible securities to provide current
income and reduced price volatility, which can limit the risk
of loss in a down equity market. The Fund may invest in
convertible securities without regard to the ratings assigned
by ratings services.

Securities rated in the top four ratings categories by at least
one independent rating agency such as Standard & Poor's
(S&P®) (rated BBB or better) and Moody's Investors Service
(Moody's) (rated Baa or higher) are considered investment
grade. Securities rated Ba or lower by Moody's or BB or
lower by S&P are considered to be below investment grade.
Convertible securities may fall within the lower-rated
categories as determined by securities rating agencies.

Portfolio Selection

The investment manager applies a "bottom-up" approach to
investing in individual securities. The investment manager
will assess the market price of a company's securities
relative to the investment manager's evaluation of the
company's long-term earnings, cash flow potential and
balance sheet strength. The investment manager also
considers various financial metrics including a company's
price/earnings ratio, return on capital, profit margins and
asset value. The investment manager considers dividend
yield and the opportunity for dividend growth in selecting
stocks for the Fund because the investment manager
believes that, over time, dividend income can contribute
significantly to total return and can be a more consistent
source of investment return than capital appreciation. The
investment manager seeks to take advantage of price
dislocations that result from the market's short-term focus
and chooses to invest in those companies that, in its opinion,
offer the best trade-off between growth opportunity, business
and financial risk, and valuation.

Alongside traditional financial and economic analyses, the
investment manager assesses the potential impacts of
material environmental, social and governance (ESG)
factors on a company, which the investment manager
believes provide a measure of the company’s sustainability.
In analyzing ESG factors, the investment manager assesses
whether a company’s practices pose a material financial risk
or opportunity. Consideration of ESG factors and risks is
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only one component of the investment manager’s
assessment of eligible investments and may not be a
determinative factor in the investment manager’s final
decision on whether to invest in a security. In addition, the
weight given to ESG factors may vary across types of
investments, industries, regions and issuers and ESG
factors and weights considered may change over time. In
certain circumstances, there may be times when not every
investment is assessed for ESG factors and, when they are,
not every ESG factor may be identified or evaluated.

Exclusion of Investment Manager from Commodity
Pool Operator Definition

With respect to the Fund, the investment manager has
claimed an exclusion from the definition of “commodity pool
operator” (CPO) under the Commodity Exchange Act (CEA)
and the rules of the Commodity Futures Trading
Commission (CFTC) and, therefore, is not subject to CFTC
registration or regulation as a CPO. In addition, with respect
to the Fund, the investment manager is relying upon a
related exclusion from the definition of “commaodity trading
advisor” (CTA) under the CEA and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among
other things, to adhere to certain limits on its investments in
commodity futures, commaodity options and swaps, which in
turn include non-deliverable currency forward contracts, as
further described in the Fund's Statement of Additional
Information (SAl). Because the investment manager and the
Fund intend to comply with the terms of the CPO exclusion,
the Fund may, in the future, need to adjust its investment
strategies, consistent with its investment goal, to limit its
investments in these types of instruments. The Fund is not
intended as a vehicle for trading in the commaodity futures,
commodity options, or swaps markets. The CFTC has
neither reviewed nor approved the investment manager’s
reliance on these exclusions, or the Fund, its investment
strategies or this prospectus.

Temporary Investments

When the investment manager believes market or economic
conditions are unfavorable for investors, the investment
manager may invest up to 100% of the Fund’s assets in a
temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high
quality short-term investments. Temporary defensive
investments generally may include short-term U.S.
government securities, high grade commercial paper, bank
obligations, repurchase agreements, money market fund
shares (including shares of an affiliated money market fund),
and other money market instruments. The investment
manager also may invest in these types of securities or hold
cash while looking for suitable investment opportunities or to
maintain liquidity. In these circumstances, the Fund may be
unable to achieve its investment goal.

Principal Risks

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual
issuers (such as the results of supply and demand), or
sectors within the securities markets. The value of a security
or other investment also may go up or down due to general
market conditions that are not specifically related to a
particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates, inflation or
exchange rates, or adverse investor sentiment generally.
Furthermore, events involving limited liquidity, defaults, non-
performance or other adverse developments that affect one
industry, such as the financial services industry, or concerns
or rumors about any events of these kinds, have in the past
and may in the future lead to market-wide liquidity problems,
may spread to other industries, and could negatively affect
the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread
of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war;
and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economic
prospects of many companies, sectors, nations, regions and
the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities
markets, multiple asset classes may decline in value. When
markets perform well, there can be no assurance that
securities or other investments held by the Fund will
participate in or otherwise benefit from the advance.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

The long-term impact of the COVID-19 pandemic and its
subsequent variants on economies, markets, industries and
individual issuers is not known. The U.S. government and
the Federal Reserve, as well as certain foreign governments
and central banks, took extraordinary actions to support
local and global economies and the financial markets in
response to the COVID-19 pandemic. This and other
government intervention into the economy and financial
markets have resulted in a large expansion of government
deficits and debt, the long-term consequences of which are
not known.

The United States and various countries are currently
involved in disputes over trade and other matters, which may
result in tariffs, investment restrictions and other adverse
impacts on affected companies and securities. Trade
disputes may adversely affect the economies of the United
States and its trading partners, as well as companies directly
or indirectly affected by tariffs or restrictions and financial
markets generally. For example, the United States has
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imposed tariffs and other trade barriers on Chinese exports,
has restricted sales of certain categories of goods to China,
and has established barriers to investments in China. The
United States government has prohibited U.S. persons from
investing in Chinese companies designated as related to the
Chinese military. These and possible future restrictions
could limit the Fund’s opportunities for investment and
require the sale of securities at a loss or make them illiquid.
Moreover, the Chinese government is involved in a
longstanding dispute with Taiwan that has included threats
of invasion. If the political climate between the United States
and China does not improve or continues to deteriorate, if
China were to attempt unification of Taiwan by force, or if
other geopolitical conflicts develop or get worse, economies,
markets and individual securities may be severely affected
both regionally and globally, and the value of the Fund'’s
assets may go down.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Financial services companies: Financial services
companies are subject to extensive government regulation
that may affect their profitability in many ways, including by
limiting the amount and types of loans and other
commitments they can make, and the interest rates and fees
they can charge. A financial services company's profitability,
and therefore its stock prices, is especially sensitive to
interest rate changes as well as the ability of borrowers to
repay their loans. Changing regulations, continuing
consolidations, and development of new products and
structures all are likely to have a significant impact on
financial services companies.

Healthcare companies: The activities of healthcare
companies may be funded or subsidized by federal and
state governments. If government funding and subsidies are
reduced or discontinued, the profitability of these companies
could be adversely affected. Healthcare companies may
also be affected by government policies on healthcare
reimbursements, regulatory approval for new drugs and
medical products, and similar matters. They are also subject
to legislative risk, i.e., the risks associated with the reform of
the healthcare system through legislation.

Industrials companies: The stock prices of companies in the
industrials sector are affected by supply and demand both
for their specific product or service and for industrials sector
products in general. Companies in the industrials sector may
be adversely affected by changes in government regulation,
world events and economic conditions. In addition, these
companies are at risk for environmental damage and
product liability claims. Companies in this sector could be
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adversely affected by commaodity price volatility, changes in
exchange rates, imposition of export or import controls,
increased competition, depletion of resources, technological
developments and labor relations.

Blend Style Investing: A “blend” strategy results in
investments in both value and growth stocks, or in stocks
with characteristics of both. If other investors fail to
recognize the company's value, or favor investing in faster-
growing companies, value stocks may not increase in value
as anticipated by the Fund's investment manager or may
decline even further. With respect to growth stocks, stock
prices reflect projections of future earnings or revenues and
can fall dramatically if the company fails to meet those
projections.

Income: The Fund’s distributions to shareholders may
decline when prevailing interest rates fall or when dividend
income from investments in stocks decline.

Equity-Linked Notes (ELNs): Investments in ELNs often
have risks similar to their underlying securities or index,
which could include management risk, market risk and, as
applicable, foreign securities and currency risks. In addition,
since ELNs are in note form, ELNs are also subject to
certain debt securities risks, such as interest rate and credit
risks. Should the prices of the underlying securities or index
move in an unexpected manner, the Fund may not achieve
the anticipated benefits of an investment in an ELN, and
may realize losses, which could be significant and could
include the Fund’s entire principal investment. An investment
in an ELN is also subject to counterparty risk, which is the
risk that the issuer of the ELN will default or become
bankrupt and the Fund will have difficulty being repaid, or fail
to be repaid, the principal amount of, or income from, its
investment. Investments in ELNs are also subject to liquidity
risk, which may make ELNs difficult to sell and value. In
addition, ELNs may exhibit price behavior that does not
correlate with their underlying securities, index or a fixed-
income investment.

REITs: A REIT’s performance depends on the types, values
and locations of the properties and companies it owns and
how well those properties and companies are managed. A
decline in rental income may occur because of extended
vacancies, increased competition from other properties,
tenants’ failure to pay rent or poor management. Because a
REIT may be invested in a limited number of projects orin a
particular market segment, it may be more susceptible to
adverse developments affecting a single project or market
segment than more broadly diversified investments. Loss of
status as a qualified REIT under the U.S. federal tax laws
could adversely affect the value of a particular REIT or the
market for REITs as a whole. These risks may also apply to
securities of REIT-like entities domiciled outside the U.S.

Convertible Securities: A convertible security is generally
a debt obligation, preferred stock or other security that pays
interest or dividends and may be converted by the holder
within a specified period of time into common stock. The
value of convertible securities may rise and fall with the
market value of the underlying stock or, like a debt security,
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vary with changes in interest rates and the credit quality of
the issuer. A convertible security tends to perform more like
a stock when the underlying stock price is high relative to the
conversion price (because more of the security's value
resides in the option to convert) and more like a debt
security when the underlying stock price is low relative to the
conversion price (because the option to convert is less
valuable). Because its value can be influenced by many
different factors, a convertible security is not as sensitive to
interest rate changes as a similar non-convertible debt
security, and generally has less potential for gain or loss
than the underlying stock.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
operations. These risks can increase the potential for
investment loss in the Fund and may include, among others,
currency risks (such as fluctuations in currency exchange
rates and currency devaluations); country risks (such as
political, diplomatic, or regional conflicts, terrorism or war,
social and economic instability, and internal or external
policies or economic sanctions limiting or restricting foreign
investment, the movement of assets or other economic
activity); and risks associated with the state of a country's
financial markets and legal institutions. Other foreign
securities risks may include unfavorable trading, settlement
or custodial practices, unfavorable tax policies, less
government supervision, less publicly available information,
less stringent investor protection standards, limited legal
redress for violations of law, limited trading markets and
greater illiquidity and greater price volatility.

Interest Rate: Common stocks with higher dividend yields
can be sensitive to interest rate movements: when interest
rates rise, the prices of these stocks may tend to fall. The
opposite can also be true: the prices of higher yielding
stocks may tend to rise when interest rates fall. Interest rate
changes can be sudden and unpredictable and are
influenced by a number of factors including government
policy, monetary policy, inflation expectations, perceptions of
risk, and supply and demand of bonds. Changes in
government monetary policy, including changes in tax policy
or changes in a central bank's implementation of specific
policy goals, may have a substantial impact on interest
rates. There can be no guarantee that any particular
government or central bank policy will be continued,
discontinued or changed nor that any such policy will have
the desired effect on interest rates. Increases in interest
rates may also have a negative effect on the types of
companies in which the Fund normally invests because
these companies may find it more difficult to obtain credit to
expand, or may have more difficulty meeting interest
payments.

Credit: The Fund could lose money on a debt security if the
issuer or borrower is unable or fails to meet its obligations,
including failing to make interest payments and/or to repay
principal when due. Changes in an issuer's financial
strength, the market's perception of the issuer's financial

strength or an issuer's or security's credit rating, which
reflects a third party's assessment of the credit risk
presented by a particular issuer or security, may affect debt
securities' values. The Fund may incur substantial losses on
debt securities that are inaccurately perceived to present a
different amount of credit risk by the market, the investment
manager or the rating agencies than such securities actually
do.

Management: The Fund is actively managed and could
experience losses (realized and unrealized) if the investment
manager’s judgment about markets, interest rates or the
attractiveness, relative values, liquidity, or potential
appreciation of particular investments made for the Fund's
portfolio prove to be incorrect. The Fund could also
experience losses if there are imperfections, errors or
limitations in the models, tools, and data used by the
investment manager or if the investment manager’s
techniques or investment decisions do not produce the
desired results. 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.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused issuers and may have lower or
adverse ESG assessments. Consideration of ESG factors
may affect the Fund’s exposure to certain issuers or
industries and may not work as intended. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. In certain circumstances, there may be times when
not every investment is assessed for ESG factors and, when
they are, not every ESG factor may be identified or
evaluated. The investment manager’s assessment of an
issuer's ESG factors is subjective and will likely differ from
that of investors, third party service providers (e.g., ratings
providers) and other funds. As a result, securities selected
by the investment manager may not reflect the beliefs and
values of any particular investor. The investment manager
also may be dependent on the availability of timely,
complete and accurate ESG data reported by issuers and/or
third-party research providers, the timeliness, completeness
and accuracy of which is out of the investment manager’s
control. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
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accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.

More detailed information about the Fund and its policies
and risks can be found in the Fund's Statement of Additional
Information (SAI).

A description of the Fund's policies and procedures
regarding the release of portfolio holdings information is also
available in the Fund's SAl. Portfolio holdings information
can be viewed online at www.franklintempleton.com.

Management

Franklin Advisers, Inc. (Advisers), One Franklin Parkway,
San Mateo, California 94403-1906, is the Fund'’s investment
manager.

The Fund is managed by a team of dedicated professionals
focused on investments in equity securities and common
stocks with average dividend yields. The portfolio managers
of the Fund are as follows:

Matthew D. Quinlan Senior Vice President of Advisers
Mr. Quinlan has been a portfolio manager of the Fund since
2011 and assumed duties of a lead portfolio manager in
2016. He has primary responsibility for the investments of
the Fund. He has final authority over all aspects of the
Fund's investment portfolio, including but not limited to,
purchases and sales of individual securities, portfolio risk
assessment, and the management of daily cash balances in
accordance with anticipated investment management
requirements. The degree to which he may perform these
functions, and the nature of these functions, may change
from time to time. He joined Franklin Templeton in 2005.
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Daniel Nuckles, CFA, CPA Portfolio Manager of
Advisers

Mr. Nuckles has been a portfolio manager of the Fund since
October 2025, providing research and advice on the
purchases and sales of individual securities, and portfolio
risk assessment. He joined Franklin Templeton in 2005.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The Fund’s SAI provides additional information about
portfolio manager compensation, other accounts that they
manage and their ownership of Fund shares.

The Fund pays the Advisers a fee for managing the Fund’s
assets.

The Advisers has agreed to waive fees and/or reimburse
operating expenses (excluding Rule 12b-1 fees, acquired
fund fees and expenses, interest expense and certain non-
routine expenses or costs, such as those relating to
litigation, indemnification, reorganizations and liquidations)
for the Fund so that the ratio of total annual fund operating
expenses will not exceed 0.59% for each share class. The
Advisers has also agreed to reduce its fees to reflect
reduced services resulting from the Fund’s investments in
Franklin Templeton affiliated funds. These contractual
arrangements are expected to continue until April 30, 2027.
During the terms, the fee waiver and expense
reimbursement agreements may not be terminated or
amended without approval of the board of trustees except to
add series or classes, to reflect the extension of termination
dates or to lower the waiver and expense limitation.

For the fiscal year ended December 31, 2025, the Fund paid
the Advisers an effective management fee of 0.43% of the
Fund’s average net assets for investment management
services.

A discussion regarding the basis for the board of trustees’
approval of the Fund’s investment management agreement
is available in the Fund'’s report on Form N-CSR for the
period ended June 30, 2025.

Manager of Managers Structure

The investment manager and the Trust have received an
exemptive order from the SEC that allows the Fund to
operate in a “manager of managers” structure whereby the
investment manager can appoint and replace both wholly-
owned and unaffiliated sub-advisors, and enter into, amend
and terminate sub-advisory agreements with such sub-
advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers
Structure). The Fund will, however, inform shareholders of
the hiring of any new sub-advisor within 90 days after the
hiring. The SEC exemptive order provides the Fund with
greater flexibility and efficiency and alleviates the need for
the Fund to incur the expense and delays associated with
obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect
to the Fund is subject to certain conditions that are set forth
in the SEC exemptive order. Under the Manager of
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Managers Structure, the investment manager has the
ultimate responsibility, subject to oversight by the Fund's
board of trustees, to oversee sub-advisors and recommend
their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the
Fund's board of trustees: set the Fund's overall investment
strategy; evaluate, select and recommend sub-advisors to
manage all or a portion of the Fund's assets; and implement
procedures reasonably designed to ensure that each sub-
advisor complies with the Fund's investment goal, policies
and restrictions. Subject to review by the Fund's board of
trustees, the investment manager will allocate and, when
appropriate, reallocate the Fund's assets among sub-
advisors and monitor and evaluate the sub-advisors’
performance.
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Financial Highlights

This table presents the financial performance of Fund shares for the past five years or since inception. The table shows certain
information on a single Fund share basis (per share performance). It also shows some key Fund statistics, such as total return
(past performance) and expense ratios. Total return represents the annual change in value of a share assuming reinvestment of
dividends and capital gains. This information has been audited by PricewaterhouseCoopers LLP, an independent registered
public accounting firm, whose report, along with the Fund's financial statements, are available on the Fund's website and are
included in the Form N-CSR filed with the SEC covering the period ended December 31, 2025, which is available upon request.
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Franklin Growth and Income VIP Fund - Class 1

Year Ended December 31,

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $7.64 $6.73 $6.64 $15.23 $13.33
Income from investment operations?:

Net investment income® 0.12 0.14 0.14 0.16 0.25

Net realized and unrealized gains (losses) 1.06 1.08 0.45 (1.74) 3.03
Total from investment operations 1.18 1.22 0.59 (1.58) 3.28
Less distributions from:

Net investment income (0.18) (0.18) (0.16) (0.48) (0.39)

Net realized gains (0.71) (0.13) (0.34) (6.53) (0.99)
Total distributions (0.89) (0.31) (0.50) (7.01) (1.38)
Net asset value, end of year $7.93 $7.64 $6.73 $6.64 $15.23
Total returnc 16.98% 18.49% 9.18% (6.60)% 25.59%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.79% 0.74% 0.80% 0.75% 0.85%
Expenses net of waiver and payments by affiliates 0.59% 0.59% 0.59% 0.59%¢ 0.59%¢
Net investment income 1.62% 1.88% 2.18% 1.96% 1.71%
Supplemental data
Net assets, end of year (000's) $24,826 $20,093 $14,463 $9,002 $5,772
Portfolio turnover rate 36.30% 32.59% 30.36% 30.16% 30.74%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying
investment vehicle.

d. Benefit of expense reduction rounds to less than 0.01%.
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Franklin Growth and Income VIP Fund - Class 2

Year Ended December 31,

FUND DETAILS

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $7.13 $6.31 $6.25 $14.76 $12.97
Income from investment operations?:

Net investment income® 0.10 0.11 0.12 0.14 0.20

Net realized and unrealized gains (losses) 0.99 1.00 0.42 (1.71) 2.94
Total from investment operations 1.09 1.11 0.54 (1.57) 3.14
Less distributions from:

Net investment income (0.16) (0.16) (0.14) (0.41) (0.36)

Net realized gains (0.71) (0.13) (0.34) (6.53) (0.99)
Total distributions (0.87) (0.29) (0.48) (6.94) (1.35)
Net asset value, end of year $7.35 $7.13 $6.31 $6.25 $14.76
Total returnc 16.90% 17.99% 8.98% (6.81)% 25.24%
Ratios to average net assets
Expenses before waiver and payments by affiliates 1.04% 1.00% 1.04% 0.99% 1.08%
Expenses net of waiver and payments by affiliates 0.84% 0.84% 0.84% 0.84%¢ 0.84%°
Net investment income 1.37% 1.64% 1.93% 1.67% 1.44%
Supplemental data
Net assets, end of year (000's) $33,120 $31,998 $32,311 $33,005 $39,934
Portfolio turnover rate 36.30% 32.59% 30.36% 30.16% 30.74%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.
d. Benefit of expense reduction rounds to less than 0.01%.
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FRANKLIN INCOME VIP FUND

Investment Goal

The Fund's investment goal is to maximize income while
maintaining prospects for capital appreciation.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests in a
diversified portfolio of debt and equity securities. The Fund
may shift its investments from one asset class to another
based on the investment manager's analysis of the best
opportunities for the Fund’s portfolio in a given market.

The equity securities in which the Fund invests consist of
common stock, including those with dividend yields the
investment manager believes are attractive, convertibles and
equity-linked notes. The Fund may invest up to 25% of its
assets in equity-linked notes. The Fund maintains the
flexibility, based on economic conditions, to invest in
securities of companies from a variety of industries but from
time to time, based on economic conditions, the Fund may
have significant investments in certain sectors, particularly
healthcare, information technology, energy and industrials.

An equity security represents a proportionate share, or right
to acquire a proportionate share, of the ownership of a
company; its value is based on the success or failure of the
company’s business, any income paid to stockholders, the
value of its assets and general market conditions. Common
stocks and preferred stocks, and securities convertible into
common stocks, are examples of equity securities.
Convertible securities generally are debt securities or
preferred stock that may be converted into common stock
after certain time periods or under certain circumstances.
The Fund may invest in convertible securities without regard
to the ratings assigned by the rating agencies.

Debt securities obligate the issuer to repay a loan of money
at a future date and generally provide for the payment of
interest on the amount borrowed to the bond or note
holders. Debt securities include all varieties of fixed, floating
and variable rate instruments including secured and
unsecured bonds, bonds convertible into common stock,
senior floating rate and term loans, mortgage-backed
securities and other asset-backed securities, debentures,
zero coupon bonds, notes, and short-term debt instruments.
Bonds investments may include U.S. and foreign corporate
debt, U.S. Treasuries and foreign government bonds. Debt
securities tend to increase in value when interest rates
decline and decrease in value when interest rates rise.
Generally, lower-rated securities pay higher yields than more
highly rated securities to compensate investors for the
greater risk of default or of price fluctuations due to changes
in the issuer's creditworthiness.

FUND DETAILS

Under normal market conditions, the Fund currently expects
to invest between 20% to 30% of its total assets in debt
securities that are rated below investment grade (also known
as “high yield” or “junk bonds”) but may invest up to 35% of
its assets in such securities. Securities rated in the top four
ratings categories by at least one independent rating agency
such as Standard & Poor's (S&P®) and Moody's Investors
Service (Moody's) are considered investment grade.
Securities rated Ba or lower by Moody's or BB or lower by
S&P, or that are unrated but determined to be of comparable
quality, are considered to be below investment grade. If,
subsequent to its purchase a security is downgraded in
rating or goes into default, the Fund will consider such
events in its evaluation of the overall investment merits of
that security but will not necessarily dispose of the security
immediately.

The Fund may invest up to 25% of its assets in foreign
securities, either directly or through depositary receipts,
which are certificates typically issued by a bank or trust
company that give their holders the right to receive securities
issued by a foreign or a domestic company.

The Fund regularly uses a variety of equity-related
derivatives and complex equity securities, which may include
purchasing or selling call and put options on equity securities
and equity security indices, futures on equity securities and
equity indexes and options on equity index futures. The
Fund also regularly invests in equity linked notes. The Fund
may use such equity-related derivatives for various purposes
including enhancing Fund returns, increasing liquidity,
gaining exposure to particular instruments in more efficient
or less expensive ways and/or hedging risks relating to
changes in certain equity markets. In addition, the Fund may
use interest rate-related derivatives, including interest rate
swaps and interest rate and/or bond futures contracts
(including U.S. Treasury futures contracts) for various
purposes including enhancing Fund returns, increasing
liquidity, gaining exposure to particular instruments in more
efficient or less expensive ways and/or hedging risks relating
to changes in interest rates. The Fund also may use
currency-related derivatives, such as forward foreign
currency exchange contracts, currency futures contracts,
currency swaps and currency options to hedge (protect)
against currency risks, and credit-related derivatives, such
as credit default swaps and options on credit default swaps,
to hedge (protect) against credit risks. The use of such
derivative transactions may allow the Fund to obtain net long
or net short exposures to selected markets, interest rates,
countries or durations. The investment manager considers
various factors, such as availability and cost, in deciding
whether, when and to what extent to enter into derivative
transactions.

A currency forward contract is an obligation to purchase or
sell a specific foreign currency at an agreed exchange rate
(price) at a future date, which is typically individually
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negotiated and privately traded by currency traders and their
customers in the interbank market. A futures contract is a
standard binding agreement to buy or sell a specified
quantity of an underlying instrument or asset, such as a
specific currency, at a specified price at a specified later
date that trade on an exchange.

Swap agreements, such as interest rate, currency, inflation
index and credit default swaps, are contracts between the
Fund and another party (the swap counterparty) involving
the exchange of payments on specified terms over periods
ranging from a few days to multiple years. A swap
agreement may be negotiated bilaterally and traded over-
the-counter (OTC) between two parties (for an uncleared
swap) or, in some instances, must be transacted through a
futures commission merchant (FCM) and cleared through a
clearinghouse that serves as a central counterparty (for a
cleared swap). In a basic swap transaction, the Fund agrees
with the swap counterparty to exchange the returns (or
differentials in rates of return) and/or cash flows earned or
realized on a particular “notional amount” of underlying
instruments. The notional amount is the set amount selected
by the parties as the basis on which to calculate the
obligations that they have agreed to exchange. The parties
typically do not actually exchange the notional amount.
Instead, they agree to exchange the returns that would be
earned or realized if the notional amount were invested in
given instruments or at given interest rates.

For credit default swaps, the “buyer” of the credit default
swap agreement is obligated to pay the “seller” a periodic
stream of payments over the term of the agreement in return
for a payment by the seller that is contingent upon the
occurrence of a credit event with respect to an underlying
reference debt obligation. The buyer of the credit default
swap is purchasing the obligation of its counterparty to offset
losses the buyer could experience if there was such a credit
event. Generally, a credit event means bankruptcy, failure to
timely pay interest or principal, obligation acceleration or
default, or repudiation or restructuring of the reference debt
obligation. The contingent payment by the seller generally is
either the face amount of the reference debt obligation in
exchange for the physical delivery of the reference debt
obligation or a cash payment equal to the decrease in
market value of the reference debt obligation following the
occurrence of the credit event.

An interest rate swap is an agreement between two parties
to exchange interest rate payment obligations. Typically, one
rate is based on an interest rate fixed to maturity while the
other is based on an interest rate that changes in
accordance with changes in a designated benchmark (for
example, SOFR, prime, commercial paper, or other
benchmarks).

A currency swap is generally a contract between two parties
to exchange one currency for another currency at the start of
the contract and then exchange periodic floating or fixed
rates during the term of the contract based upon the relative
value differential between the two currencies. Unlike other
types of swaps, currency swaps typically involve the delivery

of the entire principal (notional) amounts of the two
currencies at the time the swap is entered into. At the end of
the swap contract, the parties receive back the principal
amounts of the two currencies.

A call option gives the purchaser of the option, upon
payment of a premium, the right to buy, and the seller the
obligation to sell, the underlying instrument at the exercise
price. Conversely, a put option gives the purchaser of the
option, upon payment of a premium, the right to sell, and the
seller of the option the obligation to buy, the underlying
instrument at the exercise price. For example, when the
investment manager expects the price of a stock held by the
Fund to decline in value, the Fund may also purchase put
options that are expected to increase in value as the market
price of the stock declines to hedge against such anticipated
decline in value.

Equity-linked notes (ELNs) are hybrid derivative-type
instruments that are specially designed to combine the
characteristics of one or more reference securities (usually a
single stock, a stock index or a basket of stocks (underlying
securities)) and a related equity derivative, such as a put or
call option, in a single note form. The Fund may engage in
all types of ELNs, including those that: (1) provide for
protection of the Fund'’s principal in exchange for limited
participation in the appreciation of the underlying securities,
and (2) do not provide for such protection and subject the
Fund to the risk of loss of the Fund'’s principal investment.
ELNSs can provide the Fund with an efficient investment tool
that may be less expensive than investing directly in the
underlying securities and the related equity derivative.

Portfolio Selection

The Fund's investment manager searches for undervalued
or out-of-favor securities it believes offer opportunities for
income today and significant growth tomorrow. In analyzing
both corporate debt and equity securities, the investment
manager considers a variety of factors, including:

e a security's relative value based on such factors as
anticipated cash flow, interest or dividend coverage,
asset coverage, and earnings prospects;

e the experience and strength of the company's
management;

e the company's changing financial condition and market
recognition of the change;

e the company's sensitivity to changes in interest rates
and business conditions; and

e the company's debt maturity schedules and borrowing
requirements.

With respect to debt and equity securities in the utilities
industry, the investment manager also considers the effects
of the regulatory environment on utilities companies.

When choosing investments for the Fund, the investment
manager applies a "bottom-up," value oriented, long-term
approach, focusing on the market price of a company's
securities relative to the investment manager's evaluation of
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the company's long-term earnings, asset value and cash
flow potential. The investment manager also considers a
company's price/earnings ratio, profit margins and liquidation
value, among other metrics. It generally performs
independent analysis of the debt securities being considered
for the Fund's portfolio, rather than relying principally on the
ratings assigned by rating organizations.

Alongside traditional financial and economic analyses, the
investment manager assesses the potential impacts of
material environmental, social and governance (ESG)
factors on a company, which the investment manager
believes provide a measure of the company’s sustainability.
In analyzing ESG factors, the investment manager assesses
whether a company’s practices pose a material financial risk
or opportunity. Consideration of ESG factors and risks is
only one component of the investment manager’'s
assessment of eligible investments and may not be a
determinative factor in the investment manager’s final
decision on whether to invest in a security. In addition, the
weight given to ESG factors may vary across types of
investments, industries, regions and issuers and ESG
factors and weights considered may change over time. The
investment manager does not assess every investment for
ESG factors and, when it does, not every ESG factor may be
identified or evaluated.

Exclusion of Investment Manager from Commodity
Pool Operator Definition

With respect to the Fund, the investment manager has
claimed an exclusion from the definition of “commodity pool
operator” (CPO) under the Commodity Exchange Act (CEA)
and the rules of the Commaodity Futures Trading
Commission (CFTC) and, therefore, is not subject to CFTC
registration or regulation as a CPO. In addition, with respect
to the Fund, the investment manager is relying upon a
related exclusion from the definition of “commodity trading
advisor” (CTA) under the CEA and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among
other things, to adhere to certain limits on its investments in
commodity futures, commaodity options and swaps, which in
turn include non-deliverable currency forward contracts, as
further described in the Fund's Statement of Additional
Information (SAl). Because the investment manager and the
Fund intend to comply with the terms of the CPO exclusion,
the Fund may, in the future, need to adjust its investment
strategies, consistent with its investment goal, to limit its
investments in these types of instruments. The Fund is not
intended as a vehicle for trading in the commaodity futures,
commodity options, or swaps markets. The CFTC has
neither reviewed nor approved the investment manager’s
reliance on these exclusions, or the Fund, its investment
strategies or this prospectus.

Temporary Investments

When the investment manager believes market or economic
conditions are unfavorable for investors, the investment
manager may invest up to 100% of the Fund’s assets in a
temporary defensive manner by holding all or a substantial
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portion of its assets in cash, cash equivalents or other high
quality short-term investments. Temporary defensive
investments generally may include short-term U.S.
government securities, high grade commercial paper, bank
obligations, repurchase agreements, money market fund
shares (including shares of an affiliated money market fund),
and other money market instruments. The investment
manager also may invest in these types of securities or hold
cash while looking for suitable investment opportunities or to
maintain liquidity. In these circumstances, the Fund may be
unable to achieve its investment goal.

Principal Risks

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual
issuers (such as the results of supply and demand), or
sectors within the securities markets. The value of a security
or other investment also may go up or down due to general
market conditions that are not specifically related to a
particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates, inflation or
exchange rates, or adverse investor sentiment generally.
Furthermore, events involving limited liquidity, defaults, non-
performance or other adverse developments that affect one
industry, such as the financial services industry, or concerns
or rumors about any events of these kinds, have in the past
and may in the future lead to market-wide liquidity problems,
may spread to other industries, and could negatively affect
the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread
of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war;
and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economic
prospects of many companies, sectors, nations, regions and
the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities
markets, multiple asset classes may decline in value. When
markets perform well, there can be no assurance that
securities or other investments held by the Fund will
participate in or otherwise benefit from the advance.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

The long-term impact of the COVID-19 pandemic and its
subsequent variants on economies, markets, industries and
individual issuers is not known. The U.S. government and
the Federal Reserve, as well as certain foreign governments
and central banks, took extraordinary actions to support
local and global economies and the financial markets in
response to the COVID-19 pandemic. This and other
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government intervention into the economy and financial
markets have resulted in a large expansion of government
deficits and debt, the long-term consequences of which are
not known.

The United States and various countries are currently
involved in disputes over trade and other matters, which may
result in tariffs, investment restrictions and other adverse
impacts on affected companies and securities. Trade
disputes may adversely affect the economies of the United
States and its trading partners, as well as companies directly
or indirectly affected by tariffs or restrictions and financial
markets generally. For example, the United States has
imposed tariffs and other trade barriers on Chinese exports,
has restricted sales of certain categories of goods to China,
and has established barriers to investments in China. The
United States government has prohibited U.S. persons from
investing in Chinese companies designated as related to the
Chinese military. These and possible future restrictions
could limit the Fund’s opportunities for investment and
require the sale of securities at a loss or make them illiquid.
Moreover, the Chinese government is involved in a
longstanding dispute with Taiwan that has included threats
of invasion. If the political climate between the United States
and China does not improve or continues to deteriorate, if
China were to attempt unification of Taiwan by force, or if
other geopolitical conflicts develop or get worse, economies,
markets and individual securities may be severely affected
both regionally and globally, and the value of the Fund'’s
assets may go down.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Credit: The Fund could lose money on a debt security if the
issuer or borrower is unable or fails to meet its obligations,
including failing to make interest payments and/or to repay
principal when due. Changes in an issuer's financial
strength, the market's perception of the issuer's financial
strength or an issuer's or security's credit rating, which
reflects a third party's assessment of the credit risk
presented by a particular issuer or security, may affect debt
securities' values. The Fund may incur substantial losses on
debt securities that are inaccurately perceived to present a
different amount of credit risk by the market, the investment
manager or the rating agencies than such securities actually
do.

High-Yield Debt Instruments: High-yield debt instruments
(including loans) and unrated instruments of similar credit
quality (high-yield debt instruments or junk bonds) involve
greater risk of a complete loss of the Fund's investment, or
delays of interest and principal payments, than higher-quality
debt instruments or loans. Issuers of high-yield debt
instruments are not as strong financially as those issuing
securities of higher credit quality. High-yield debt
instruments are generally considered predominantly
speculative by the applicable rating agencies as these
issuers are more likely to encounter financial difficulties

because they may be more highly leveraged, or because of
other considerations. In addition, high yield debt instruments
generally are more vulnerable to changes in the relevant
economy, such as a recession or a sustained period of rising
interest rates, that could affect their ability to make interest
and principal payments when due. If an issuer stops making
interest and/or principal payments, payments on the
securities may never resume. These instruments may be
worthless and the Fund could lose its entire investment.

The prices of high-yield debt instruments generally fluctuate
more than higher-quality securities. Prices are especially
sensitive to developments affecting the issuer's business or
operations and to changes in the ratings assigned by rating
agencies. In addition, the entire high-yield debt market can
experience sudden and sharp price swings due to changes
in economic conditions, stock market activity, large
sustained sales by major investors, a high-profile default, or
other factors. Prices of corporate high-yield debt instruments
often are closely linked with the company's stock prices and
typically rise and fall in response to factors that affect stock
prices.

High-yield debt instruments are generally less liquid than
higher-quality securities. Many of these instruments are not
registered for sale under the federal securities laws and/or
do not trade frequently. When they do trade, their prices may
be significantly higher or lower than expected. At times, it
may be difficult to sell these securities promptly at an
acceptable price, which may limit the Fund's ability to sell
securities in response to specific economic events or to
meet redemption requests. As a result, certain high-yield
debt instruments generally pose greater illiquidity and
valuation risks.

Substantial declines in the prices of high-yield debt
instruments can dramatically increase the yield of such
instruments. The decline in market prices generally reflects
an expectation that the issuer(s) may be at greater risk of
defaulting on the obligation to pay interest and principal
when due. Therefore, substantial increases in yield may
reflect a greater risk by the Fund of losing some or part of its
investment rather than reflecting any increase in income
from the higher yield that the debt instrument may pay to the
Fund on its investment.

Interest Rate: Interest rate changes can be sudden and
unpredictable, and are influenced by a number of factors,
including government policy, monetary policy, inflation
expectations, perceptions of risk, and supply of and demand
for bonds. Changes in government or central bank policy,
including changes in tax policy or changes in a central
bank’s implementation of specific policy goals, may have a
substantial impact on interest rates. There can be no
guarantee that any particular government or central bank
policy will be continued, discontinued or changed, nor that
any such policy will have the desired effect on interest rates.
Debt securities generally tend to lose market value when
interest rates rise and increase in value when interest rates
fall. A rise in interest rates also has the potential to cause
investors to rapidly sell fixed income securities. A substantial
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increase in interest rates may also have an adverse impact
on the liquidity of a debt security, especially those with
longer maturities or durations. Securities with longer
maturities or durations or lower coupons or that make little
(or no) interest payments before maturity tend to be more
sensitive to interest rate changes.

Income: The Fund's distributions to shareholders may
decline when prevailing interest rates fall, when dividend
income from investments in stocks decline, when the Fund
experiences defaults on debt securities it holds or when the
Fund realizes a loss upon the sale of a debt security. The
Fund's income generally declines during periods of falling
benchmark interest rates because the Fund must reinvest
the proceeds it receives from existing investments (upon
their maturity, prepayment, amortization, sale, call, or buy-
back) at a lower rate of interest or return.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Healthcare companies: The activities of healthcare
companies may be funded or subsidized by federal and
state governments. If government funding and subsidies are
reduced or discontinued, the profitability of these companies
could be adversely affected. Healthcare companies may
also be affected by government policies on healthcare
reimbursements, regulatory approval for new drugs and
medical products, and similar matters. They are also subject
to legislative risk, i.e., the risks associated with the reform of
the healthcare system through legislation.

Information technology companies: Companies operating
within information technology related industries may be
affected by worldwide technological developments, the
success of their products and services (which may be
outdated quickly), anticipated products or services that are
delayed or cancelled, and investor perception of the
company and/or its products or services. These companies
typically face intense competition and potentially rapid
product obsolescence. They may also have limited product
lines, markets, financial resources or personnel. Technology
companies are also heavily dependent on intellectual
property rights and may be adversely affected by loss or
impairment of those rights. There can be no assurance
these companies will be able to successfully protect their
intellectual property to prevent the misappropriation of their
technology, or that competitors will not develop technology
that is substantially similar or superior to such companies’
technology. These companies typically engage in significant
amounts of spending on research and development, and
there is no guarantee that the products or services produced
by these companies will be successful. Technology
companies are also potential targets for cyberattacks, which
can have a materially adverse impact on the performance of
these companies. The customers and/or suppliers of
technology companies may be concentrated in a particular
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country, region or industry. Any adverse event affecting one
of these countries, regions or industries could have a
negative impact on these companies.

Energy companies: Companies that are involved in oil or
gas exploration, production, refining or marketing, or any
combination of the above are greatly affected by the prices
and supplies of raw materials such as oil or gas. The
earnings and dividends of energy companies can fluctuate
significantly as a result of international economics, politics
and regulation.

Industrials companies: The stock prices of companies in the
industrials sector are affected by supply and demand both
for their specific product or service and for industrials sector
products in general. Companies in the industrials sector may
be adversely affected by changes in government regulation,
world events and economic conditions. In addition, these
companies are at risk for environmental damage and
product liability claims. Companies in this sector could be
adversely affected by commodity price volatility, changes in
exchange rates, imposition of export or import controls,
increased competition, depletion of resources, technological
developments and labor relations.

Equity-Linked Notes (ELNs): Investments in ELNs often
have risks similar to their underlying securities or index,
which could include management risk, market risk and, as
applicable, foreign securities and currency risks. In addition,
since ELNs are in note form, ELNs are also subject to
certain debt securities risks, such as interest rate and credit
risks. Should the prices of the underlying securities or index
move in an unexpected manner, the Fund may not achieve
the anticipated benefits of an investment in an ELN, and
may realize losses, which could be significant and could
include the Fund’s entire principal investment. An investment
in an ELN is also subject to counterparty risk, which is the
risk that the issuer of the ELN will default or become
bankrupt and the Fund will have difficulty being repaid, or fail
to be repaid, the principal amount of, or income from, its
investment. Investments in ELNs are also subject to liquidity
risk, which may make ELNs difficult to sell and value. In
addition, ELNs may exhibit price behavior that does not
correlate with their underlying securities, index or a fixed-
income investment.

Mortgage Securities and Asset-Backed Securities:
Mortgage securities differ from conventional debt securities
because principal is paid back over the life of the security
rather than at maturity. The Fund may receive unscheduled
prepayments of principal due to voluntary prepayments,
refinancing or foreclosure on the underlying mortgage loans.
To the Fund this means a loss of anticipated interest, and a
portion of its principal investment represented by any
premium the Fund may have paid. Mortgage prepayments
generally increase when interest rates fall. Because of
prepayments, mortgage securities may be less effective than
some other types of debt securities as a means of "locking
in" long-term interest rates and may have less potential for
capital appreciation during periods of falling interest rates.
When the Fund reinvests the prepayments of principal it
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receives, it may receive a rate of interest that is lower than
the rate on the existing security.

Mortgage securities also are subject to extension risk. An
unexpected rise in interest rates could reduce the rate of
prepayments on mortgage securities and extend their life.
This could cause the price of the mortgage securities and
the Fund's share price to fall and would make the mortgage
securities more sensitive to interest rate changes.

Since September 2008, the Federal Housing Finance
Agency (FHFA), an agency of the U.S. government, has
acted as the conservator to operate Fannie Mae and Freddie
Mac until they are stabilized. It is unclear how long the
conservatorship will last or what effect this conservatorship
will have on the securities issued or guaranteed by Fannie
Mae or Freddie Mac for the long-term.

Although the mortgage-backed securities that are delivered
in TBA transactions must meet certain standards, there is a
risk that the actual securities received by the Fund may be
less favorable than what was anticipated when entering into
the transaction. TBA transactions also involve the risk that a
counterparty will fail to deliver the security, exposing the
Fund to losses. Whether or not the Fund takes delivery of
the securities at the termination date of a TBA transaction, it
will nonetheless be exposed to changes in the value of the
underlying investments during the term of the agreement.

Issuers of asset-backed securities may have limited ability to
enforce the security interest in the underlying assets, and
credit enhancements provided to support the securities, if
any, may be inadequate to protect investors in the event of
default. Like mortgage securities, asset-backed securities
are subject to repayment and extension risks.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, including risks related to currency exchange
rates and policies, country or government specific issues,
less favorable trading practices or regulation and greater
price volatility. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
operations.

Currency exchange rates: Foreign securities may be issued
and traded in foreign currencies. As a result, their market
values in U.S. dollars may be affected by changes in
exchange rates between such foreign currencies and the
U.S. dollar, as well as between currencies of countries other
than the U.S. For example, if the value of the U.S. dollar
goes up compared to a foreign currency, an investment
traded in that foreign currency will go down in value because
it will be worth fewer U.S. dollars. The Fund accrues
additional expenses when engaging in currency exchange
transactions, and valuation of the Fund's foreign securities
may be subject to greater risk because both the currency
(relative to the U.S. dollar) and the security must be
considered.

Currency management strategies: Currency management
strategies may substantially change the Fund's exposure to
currency exchange rates and could result in losses to the

Fund if currencies do not perform as the investment
manager expects. In addition, currency management
strategies, to the extent that they reduce the Fund's
exposure to currency risks, also reduce the Fund's ability to
benefit from favorable changes in currency exchange rates.
There is no assurance that the use of currency management
strategies will benefit the Fund or that they will be, or can be,
used at appropriate times. Furthermore, there may not be
perfect correlation between the amount of exposure to a
particular currency and the amount of securities in the
Fund's portfolio denominated in that currency. Investing in
foreign currencies for purposes of gaining from projected
changes in exchange rates, as opposed to hedging currency
risks applicable to the Fund's holdings, further increases the
Fund's exposure to foreign investment losses.

Political and economic developments: The political,
economic and social policies or structures of some foreign
countries may be less stable and more volatile than those in
the United States. Investments in these countries may be
subject to greater risks of internal and external conflicts,
expropriation, nationalization of assets, foreign exchange
controls (such as suspension of the ability to transfer
currency from a given country), restrictions on removal of
assets, political or social instability, military action or unrest,
diplomatic developments, currency devaluations, foreign
ownership limitations, and substantial, punitive or
confiscatory tax increases. It is possible that a government
may take over the assets or operations of a company or
impose restrictions on the exchange or export of currency or
other assets. Some countries also may have different legal
systems that may make it difficult or expensive for the Fund
to vote proxies, exercise shareholder rights, and pursue
legal remedies with respect to its foreign investments.
Diplomatic and political developments could affect the
economies, industries, and securities and currency markets
of the countries in which the Fund is invested. These
developments include rapid and adverse political changes;
social instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war. In
addition, such developments could contribute to the
devaluation of a country’s currency, a downgrade in the
credit ratings of issuers in such country, or a decline in the
value and liquidity of securities of issuers in that country. An
imposition of sanctions upon, or other government actions
impacting, certain issuers in a country could result in (i) an
immediate freeze of that issuer’s securities, impairing the
ability of the Fund to buy, sell, receive or deliver those
securities or (ii) other limitations on the Fund’s ability to
invest or hold such securities. These factors would affect the
value of the Fund’s investments and are extremely difficult, if
not impossible, to predict and take into account with respect
to the Fund's investments.

Trading practices: Brokerage commissions, withholding
taxes, custodial fees, and other fees generally are higher in
foreign markets. The policies and procedures followed by
foreign stock exchanges, currency markets, trading systems
and brokers may differ from those applicable in the United
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States, with possibly negative consequences to the Fund.
The procedures and rules governing foreign trading,
settlement and custody (holding of the Fund's assets) also
may result in losses or delays in payment, delivery or
recovery of money or other property. Foreign government
supervision and regulation of foreign securities and currency
markets and trading systems may be less than or different
from government supervision in the United States, and may
increase the Fund's regulatory and compliance burden
and/or decrease the Fund's investor rights and protections.

Availability of information: Foreign issuers may not be
subject to the same disclosure, accounting, auditing and
financial reporting standards and practices as U.S. issuers.
Thus, there may be less information publicly available about
foreign issuers than about most U.S. issuers. In addition,
information provided by foreign issuers may be less timely or
less reliable than information provided by U.S. issuers.

Limited markets: Certain foreign securities may be less
liquid (harder to sell) and their prices may be more volatile
than many U.S. securities. llliquidity tends to be greater, and
valuation of the Fund's foreign securities may be more
difficult, due to the infrequent trading and/or delayed
reporting of quotes and sales.

Regional: Adverse conditions in a certain region or country
can adversely affect securities of issuers in other countries
whose economies appear to be unrelated. To the extent that
the Fund invests a significant portion of its assets in a
specific geographic region or a particular country, the Fund
will generally have more exposure to the risks affecting that
specific geographic region or country. In the event of
economic or political turmoil or a deterioration of diplomatic
relations in a region or country where a substantial portion of
the Fund’s assets are invested, the Fund may experience
substantial illiquidity or reduction in the value of the Fund’s
investments.

Convertible Securities: A convertible security is generally
a debt obligation, preferred stock or other security that pays
interest or dividends and may be converted by the holder
within a specified period of time into common stock. The
value of convertible securities may rise and fall with the
market value of the underlying stock or, like a debt security,
vary with changes in interest rates and the credit quality of
the issuer. A convertible security tends to perform more like
a stock when the underlying stock price is high relative to the
conversion price (because more of the security's value
resides in the option to convert) and more like a debt
security when the underlying stock price is low relative to the
conversion price (because the option to convert is less
valuable). Because its value can be influenced by many
different factors, a convertible security is not as sensitive to
interest rate changes as a similar non-convertible debt
security, and generally has less potential for gain or loss
than the underlying stock.

Depositary Receipts: Depositary receipts are subject to
many of the risks of the underlying security. For some
depositary receipts, the custodian or similar financial
institution that holds the issuer's shares in a trust account is
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located in the issuer's home country. The Fund could be
exposed to the credit risk of the custodian or financial
institution, and in cases where the issuer's home country
does not have developed financial markets, greater market
risk. In addition, the depository institution may not have
physical custody of the underlying securities at all times and
may charge fees for various services, including forwarding
dividends and interest and corporate actions. The Fund
would be expected to pay a share of the additional fees,
which it would not pay if investing directly in the foreign
securities. The Fund may experience delays in receiving its
dividend and interest payments or exercising rights as a
shareholder. There may be an increased possibility of
untimely responses to certain corporate actions of the issuer
in an unsponsored depositary receipt program. Accordingly,
there may be less information available regarding issuers of
securities underlying unsponsored programs and there may
not be a correlation between this information and the market
value of the depositary receipts.

Management: The Fund is actively managed and could
experience losses (realized and unrealized) if the investment
manager’s judgment about markets, interest rates or the
attractiveness, relative values, liquidity, or potential
appreciation of particular investments made for the Fund's
portfolio prove to be incorrect. The Fund could also
experience losses if there are imperfections, errors or
limitations in the models, tools, and data used by the
investment manager or if the investment manager’s
techniques or investment decisions do not produce the
desired results. 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.

Value Style Investing: Value stock prices are considered
"cheap" relative to the company's perceived value and are
often out of favor with other investors. The investment
manager may invest in such stocks if it believes the market
may have overreacted to adverse developments or failed to
appreciate positive changes. However, if other investors fail
to recognize the company's value (and do not become
buyers, or if they become sellers or favor investing in faster
growing companies), value stocks may not increase in value
as anticipated by the investment manager and may even
decline in value.

Prepayment: Debt securities are subject to prepayment risk
when the issuer can "call" the security, or repay principal, in
whole or in part, prior to the security's maturity. When the
Fund reinvests the prepayments of principal it receives, it
may receive a rate of interest that is lower than the rate on
the existing security, potentially lowering the Fund's income,
yield and its distributions to shareholders. Securities subject
to partial or complete prepayment(s) may offer less potential
for gains during a declining interest rate environment and
have greater price volatility. Prepayment risk is greater in
periods of falling interest rates for fixed-rate investments,
and for floating or variable rate securities, rising interest
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rates generally increase the risk of refinancings or
prepayments.

Derivative Instruments: The performance of derivative
instruments depends largely on the performance of an
underlying instrument, such as a currency, security, interest
rate or index, and such instruments often have risks similar
to the underlying instrument, in addition to other risks.
Derivative instruments involve costs and can create
economic leverage in the Fund’s portfolio, which may result
in significant volatility and cause the Fund to participate in
losses (as well as gains) in an amount that significantly
exceeds the Fund’s initial investment. Other risks include
illiquidity, mispricing or improper valuation of the derivative
instrument, and imperfect correlation between the value of
the derivative and the underlying instrument so that the Fund
may not realize the intended benefits. Their successful use
will usually depend on the investment manager’s ability to
accurately forecast movements in the market relating to the
underlying instrument. Should a market or markets, or prices
of particular classes of investments, move in an unexpected
manner, especially in unusual or extreme market conditions,
the Fund may not realize the anticipated benefits of the
transaction, and it may realize losses, which could be
significant. If the investment manager is not successful in
using such derivative instruments, the Fund’s performance
may be worse than if the investment manager did not use
such derivative instruments at all. When a derivative is used
for hedging, the change in value of the derivative instrument
also may not correlate specifically with the currency,
security, interest rate index or other risk being hedged.
There is also the risk, especially under extreme market
conditions, that an instrument, which usually would operate
as a hedge, provides no hedging benefits at all.

Use of these instruments could also result in a loss if the
counterparty to the transaction does not perform as
promised, including because of such counterparty’s
bankruptcy or insolvency. This risk is heightened with
respect to over-the-counter (OTC) instruments, such as
certain swap agreements, and may be greater during volatile
market conditions. Other risks include the inability to close
out a position because the trading market becomes illiquid
(particularly in the OTC markets) or the availability of
counterparties becomes limited for a period of time. In
addition, the presence of speculators in a particular market
could lead to price distortions. To the extent that the Fund is
unable to close out a position because of market illiquidity,
the Fund may not be able to prevent further losses of value
in its derivatives holdings and the Fund’s liquidity may be
impaired. Some derivatives can be particularly sensitive to
changes in interest rates or other market prices. Investors
should bear in mind that, while the Fund intends to use
derivative strategies on a regular basis, it is not obligated to
actively engage in these transactions, generally or in any
particular kind of derivative, if the investment manager elects
not to do so due to availability, cost or other factors.

Many swaps currently are, and others eventually are
expected to be, required to be cleared through a central
counterparty. Central clearing is designed to reduce

counterparty credit risk and increase liquidity compared to
OTC swaps, but it does not eliminate those risks completely.
With cleared swaps, there is also a risk of loss by the Fund
of its initial and variation margin deposits in the event of
bankruptcy of the futures commission merchant (FCM) with
which the Fund has an open position, or the central
counterparty in a swap contract. With cleared swaps, the
Fund may not be able to obtain as favorable terms as it
would be able to negotiate for a bilateral, uncleared swap. In
addition, an FCM may unilaterally amend the terms of its
agreement with the Fund, which may include the imposition
of position limits or additional margin requirements with
respect to the Fund’s investment in certain types of swaps.
The regulation of cleared and uncleared swaps, as well as
other derivatives, is a rapidly changing area of law and is
subject to modification by government and judicial action. In
addition, the SEC, Commodity Futures Trading Commission
(CFTC) and the exchanges are authorized to take
extraordinary actions in the event of a market emergency. It
is not possible to predict fully the effects of current or future
regulation.

Certain types of derivatives require the Fund to post margin
or collateral or otherwise maintain liquid assets in a manner
that satisfies contractual undertakings and regulatory
requirements. In order to satisfy margin or other
requirements, the Fund may need to sell securities from its
portfolio or exit positions at a time when it may be
disadvantageous to do so.

The use of derivative strategies may also have a tax impact
on the Fund. The timing and character of income, gains or
losses from these strategies could impair the ability of the
investment manager to use derivatives when it wishes to do
SO.

Liquidity: Liquidity risk exists when the markets for
particular securities or types of securities or other
investments are or become relatively illiquid so that the Fund
is unable, or it becomes more difficult for the Fund, to sell
the security or other investment at the price at which the
Fund has valued the security. llliquidity may result from
political, economic or issuer specific events; supply/demand
imbalances; changes in a specific market’s size or structure,
including the number of participants; or overall market
disruptions. Securities or other investments with reduced
liquidity or that become illiquid may involve greater risk than
securities with more liquid markets. Market prices or
quotations for illiquid securities may be volatile, and there
may be large spreads between bid and ask prices. Reduced
liquidity may have an adverse impact on market price and
the Fund's ability to sell particular securities when necessary
to meet the Fund's liquidity needs, which may arise or
increase in response to a specific economic event or
because the investment manager wishes to purchase
particular investments or believes that a higher level of
liquidity would be advantageous. An investment may
become illiquid if the Fund and its affiliates receive material
non-public information about the issuer or the investment. To
the extent that the Fund and its affiliates hold a significant
portion of an issuer's outstanding securities, the Fund may
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be subject to greater liquidity risk than if the issuer's
securities were more widely held.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused issuers and may have lower or
adverse ESG assessments. Consideration of ESG factors
may affect the Fund’s exposure to certain issuers or
industries and may not work as intended. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. The investment manager does not assess every
investment for ESG factors and, when it does, not every
ESG factor may be identified or evaluated. The investment
manager’s assessment of an issuer's ESG factors is
subjective and will likely differ from that of investors, third
party service providers (e.g., ratings providers) and other
funds. As a result, securities selected by the investment
manager may not reflect the beliefs and values of any
particular investor. The investment manager also may be
dependent on the availability of timely, complete and
accurate ESG data reported by issuers and/or third-party
research providers, the timeliness, completeness and
accuracy of which is out of the investment manager’s
control. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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
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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.

More detailed information about the Fund and its policies
and risks can be found in the Fund's Statement of Additional
Information (SAl).

A description of the Fund's policies and procedures
regarding the release of portfolio holdings information is also
available in the Fund's SAl. Portfolio holdings information
can be viewed online at www.franklintempleton.com.

Management

Franklin Advisers, Inc. (Advisers), One Franklin Parkway,
San Mateo, California 94403-1906, is the Fund’s investment
manager.

The Fund is managed by a team of dedicated professionals
focused on investments in debt and equity securities. The
portfolio managers of the Fund are as follows:

Edward D. Perks, CFA President and Director of
Advisers

Mr. Perks has been a lead portfolio manager of the Fund
since 2002. He has primary responsibility for the
investments of the Fund. He has final authority over all
aspects of the Fund's investment portfolio, including but not
limited to, purchases and sales of individual securities,
portfolio risk assessment, and the management of daily cash
balances in accordance with anticipated investment
management requirements. The degree to which he may
perform these functions, and the nature of these functions,
may change from time to time. He joined Franklin Templeton
in 1992.

Brendan Circle, CFA Senior Vice President of Advisers
Mr. Circle has been a portfolio manager of the Fund since
2019, providing research and advice on the purchases and
sales of individual securities and portfolio risk assessment.
He joined Franklin Templeton in 2014.

Todd Brighton, CFA Senior Vice President of Advisers
Mr. Brighton has been a portfolio manager of the Fund since
2017, providing research and advice on the purchases and
sales of individual securities, and portfolio risk assessment.
He joined Franklin Templeton in 2000.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The Fund’'s SAI provides additional information about
portfolio manager compensation, other accounts that they
manage and their ownership of Fund shares.

The Fund pays Advisers a fee for managing the Fund’s
assets.

Advisers has agreed to reduce its fees to reflect reduced
services resulting from the Fund’s investments in Franklin
Templeton affiliated funds. This arrangement cannot be
terminated prior to April 30, 2027 without approval of the
board of trustees.
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For the fiscal year ended December 31, 2025, the Fund paid
Advisers an effective management fee of 0.45% of the
Fund’s average net assets for investment management
services.

A discussion regarding the basis for the board of trustees’
approval of the Fund’s investment management agreement
is available in the Fund’s report on Form N-CSR for the
period ended June 30, 2025.

Manager of Managers Structure

The investment manager and the Trust have received an
exemptive order from the SEC that allows the Fund to
operate in a “manager of managers” structure whereby the
investment manager can appoint and replace both wholly-
owned and unaffiliated sub-advisors, and enter into, amend
and terminate sub-advisory agreements with such sub-
advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers
Structure). The Fund will, however, inform shareholders of
the hiring of any new sub-advisor within 90 days after the
hiring. The SEC exemptive order provides the Fund with
greater flexibility and efficiency and alleviates the need for
the Fund to incur the expense and delays associated with
obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect
to the Fund is subject to certain conditions that are set forth
in the SEC exemptive order. Under the Manager of
Managers Structure, the investment manager has the
ultimate responsibility, subject to oversight by the Fund's
board of trustees, to oversee sub-advisors and recommend
their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the
Fund's board of trustees: set the Fund's overall investment
strategy; evaluate, select and recommend sub-advisors to
manage all or a portion of the Fund's assets; and implement
procedures reasonably designed to ensure that each sub-
advisor complies with the Fund's investment goal, policies
and restrictions. Subject to review by the Fund's board of
trustees, the investment manager will allocate and, when
appropriate, reallocate the Fund's assets among sub-
advisors and monitor and evaluate the sub-advisors’
performance.
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Financial Highlights

This table presents the financial performance of Fund shares for the past five years or since inception. The table shows certain
information on a single Fund share basis (per share performance). It also shows some key Fund statistics, such as total return
(past performance) and expense ratios. Total return represents the annual change in value of a share assuming reinvestment of
dividends and capital gains. This information has been audited by PricewaterhouseCoopers LLP, an independent registered
public accounting firm, whose report, along with the Fund's financial statements, are available on the Fund's website and are
included in the Form N-CSR filed with the SEC covering the period ended December 31, 2025, which is available upon request.
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Franklin Income VIP Fund - Class 1

Year Ended December 31,

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $15.12 $14.91 $15.39 $17.47 $15.65
Income from investment operations?:

Net investment income® 0.61 0.65 0.64 0.62 0.53

Net realized and unrealized gains (losses) 1.25 0.42 0.64 (1.55) 2.09
Total from investment operations 1.86 1.07 1.28 (0.93) 2.62
Less distributions from:

Net investment income (0.80) (0.80) (0.82) (0.83) (0.80)

Net realized gains (0.16) (0.06) (0.94) (0.32) —
Total distributions (0.96) (0.86) (1.76) (1.15) (0.80)
Net asset value, end of year $16.02 $15.12 $14.91 $15.39 $17.47
Total returnc 12.87% 7.46% 8.87% (5.24)% 17.00%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.47% 0.47% 0.46% 0.45% 0.47%
Expenses net of waiver and payments by affiliates 0.47%¢ 0.46% 0.46%d% 0.45%d 0.47%¢%
Net investment income 3.97% 4.28% 4.35% 3.82% 3.20%
Supplemental data
Net assets, end of year (000's) $336,475 $308,491 $291,326 $220,272 $243,732
Portfolio turnover rate 41.45% 39.80% 34.98% 64.51% 39.27%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.

d. Benefit of expense reduction rounds to less than 0.01%.
e. Benefit of waiver and payments by affiliates rounds to less than 0.01%.
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Year Ended December 31,

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $14.36 $14.20 $14.73 $16.76 $15.04
Income from investment operations?:

Net investment income® 0.54 0.58 0.58 0.55 047

Net realized and unrealized gains (losses) 1.19 0.41 0.61 (1.48) 2.02
Total from investment operations 1.73 0.99 1.19 (0.93) 249
Less distributions from:

Net investment income (0.77) (0.77) (0.78) (0.78) (0.77)

Net realized gains (0.16) (0.06) (0.94) (0.32) —
Total distributions (0.93) (0.83) (1.72) (1.10) 0.77)
Net asset value, end of year $15.16 $14.36 $14.20 $14.73 $16.76
Total returnc 12.56% 7.20% 8.62% (5.47)% 16.75%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.72% 0.72% 0.71% 0.70% 0.72%
Expenses net of waiver and payments by affiliates 0.72%¢ 0.71% 0.71%¢e 0.70%¢° 0.72%¢°
Net investment income 3.72% 4.03% 4.09% 3.56% 2.95%
Supplemental data
Net assets, end of year (000's) $2,513,164 $2,463,454 $2,546,077 $2,545,382 $3,026,228
Portfolio turnover rate 41.45% 39.80% 34.98% 64.51% 39.27%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.
d. Benefit of expense reduction rounds to less than 0.01%.

e. Benefit of waiver and payments by affiliates rounds to less than 0.01%.
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Franklin Income VIP Fund - Class 4

Year Ended December 31,

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $14.86 $14.67 $15.16 $17.23 $15.45
Income from investment operations?:

Net investment income® 0.55 0.58 0.58 0.55 0.46

Net realized and unrealized gains (losses) 1.22 0.42 0.64 (1.53) 2.07
Total from investment operations 1.77 1.00 1.22 (0.98) 2.53
Less distributions from:

Net investment income (0.75) (0.75) 0.77) 0.77) (0.75)

Net realized gains (0.16) (0.06) (0.94) (0.32) —
Total distributions (0.91) (0.81) (1.71) (1.09) (0.75)
Net asset value, end of year $15.72 $14.86 $14.67 $15.16 $17.23
Total returnc 12.43% 7.08% 8.55% (5.59)% 16.59%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.82% 0.82% 0.81% 0.80% 0.82%
Expenses net of waiver and payments by affiliates 0.82% 0.81% 0.81%¢e 0.80%¢® 0.82%¢°
Net investment income 3.62% 3.92% 3.99% 3.49% 2.82%
Supplemental data
Net assets, end of year (000's) $401,408 $370,279 $352,794 $325,205 $333,522
Portfolio turnover rate 41.45% 39.80% 34.98% 64.51% 39.27%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.

d. Benefit of expense reduction rounds to less than 0.01%.
e. Benefit of waiver and payments by affiliates rounds to less than 0.01%.
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FRANKLIN LARGE CAP GROWTH VIP FUND

Investment Goal

The Fund's investment goal is capital appreciation.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests at least
80% of its net assets in investments of large-capitalization
(large-cap) companies. Shareholders will be given at least
60 days’ advance notice of any change to this 80% policy.
For this Fund, large-cap companies are those with market
capitalization values (share price multiplied by the number of
common stock shares outstanding) within those of the top
50% of companies in the Russell 1000® Index, at the time of
purchase. The Russell 1000® Index consists of the 1,000
largest companies in the Russell 3000® Index, which
represents approximately 90% of the U.S. market. As of its
most recently available reconstitution, the market
capitalizations of companies in the Russell 1000® Index
ranged from approximately $1.68 billion to $3.85 trillion, and
the median market capitalization was approximately $15.69
billion. The index is reconstituted annually.

Under normal market conditions, the Fund invests
predominantly in equity securities, mostly common stock.
The Fund may also invest up to 20% of its net assets in
investments of small to mid capitalization companies and a
small portion of its net assets in foreign securities. Although
the Fund seeks investments across a number of sectors, it
may from time to time, based on economic conditions, have
substantial positions in the information technology,
healthcare and consumer discretionary sectors.

Growth companies in which the Fund may invest include
those that the investment manager expects to have revenue
growth in excess of the economy as a whole either through
above-average industry expansion or market share gains or
are trading at valuations that the investment manager
believes are attractive relative to their growth rates. These
may include companies that generally dominate, or are
gaining market share in, their industry and have a reputation
for quality management, and superior products and services.

An equity security represents a proportionate share of the
ownership of a company; its value is based on the success
or failure of the company’s business, any income paid to
stockholders, the value of its assets and general market
conditions. Common stocks and preferred stocks are
examples of equity securities.

Portfolio Selection

The investment manager is a research driven, fundamental
investor, pursuing a growth strategy. As a "bottom-up"
investor focusing primarily on individual securities, the

investment manager seeks companies that have identifiable
drivers of future earnings growth and that present, in the
investment manager's opinion, the best trade-off between
that potential earnings growth, business and financial risk
and valuation. The investment manager relies on a team of
analysts to help provide in-depth industry expertise and uses
both qualitative and quantitative analysis to evaluate
companies for distinct, sustainable and competitive
advantages likely to lead to growth in earnings and/or share
price. Competitive advantages such as a particular product
niche, proven technology, sound financial profits and records
or strong management are all factors the investment
manager believes may contribute to growth in earnings or
share price.

Alongside traditional financial and economic analyses, the
investment manager assesses the potential impacts of
material environmental, social and governance (ESG)
factors on a company, which the investment manager
believes provide a measure of the company’s sustainability.
In analyzing ESG factors, the investment manager assesses
whether a company’s practices pose a material financial risk
or opportunity. Consideration of ESG factors and risks is
only one component of the investment manager’s
assessment of eligible investments and may not be a
determinative factor in the investment manager’s final
decision on whether to invest in a security. In addition, the
weight given to ESG factors may vary across types of
investments, industries, regions and issuers and ESG
factors and weights considered may change over time. In
certain circumstances, there may be times when not every
investment is assessed for ESG factors and, when they are,
not every ESG factor may be identified or evaluated.

Exclusion of Investment Manager from Commodity
Pool Operator Definition

With respect to the Fund, the investment manager has
claimed an exclusion from the definition of “commodity pool
operator” (CPO) under the Commodity Exchange Act (CEA)
and the rules of the Commodity Futures Trading
Commission (CFTC) and, therefore, is not subject to CFTC
registration or regulation as a CPO. In addition, with respect
to the Fund, the investment manager is relying upon a
related exclusion from the definition of “commaodity trading
advisor” (CTA) under the CEA and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among
other things, to adhere to certain limits on its investments in
commodity futures, commaodity options and swaps, which in
turn include non-deliverable currency forward contracts, as
further described in the Fund's Statement of Additional
Information (SAl). Because the investment manager and the
Fund intend to comply with the terms of the CPO exclusion,
the Fund may, in the future, need to adjust its investment
strategies, consistent with its investment goal, to limit its
investments in these types of instruments. The Fund is not
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intended as a vehicle for trading in the commaodity futures,
commodity options, or swaps markets. The CFTC has
neither reviewed nor approved the investment manager’s
reliance on these exclusions, or the Fund, its investment
strategies or this prospectus.

Temporary Investments

When the investment manager believes market or economic
conditions are unfavorable for investors, the investment
manager may invest up to 100% of the Fund’s assets in a
temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high
quality short-term investments. Temporary defensive
investments generally may include short-term U.S.
government securities, high grade commercial paper, bank
obligations, repurchase agreements, money market fund
shares (including shares of an affiliated money market fund),
and other money market instruments. The investment
manager also may invest in these types of securities or hold
cash while looking for suitable investment opportunities or to
maintain liquidity. In these circumstances, the Fund may be
unable to achieve its investment goal.

Principal Risks

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual
issuers (such as the results of supply and demand), or
sectors within the securities markets. The value of a security
or other investment also may go up or down due to general
market conditions that are not specifically related to a
particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates, inflation or
exchange rates, or adverse investor sentiment generally.
Furthermore, events involving limited liquidity, defaults, non-
performance or other adverse developments that affect one
industry, such as the financial services industry, or concerns
or rumors about any events of these kinds, have in the past
and may in the future lead to market-wide liquidity problems,
may spread to other industries, and could negatively affect
the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread
of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war;
and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economic
prospects of many companies, sectors, nations, regions and
the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities
markets, multiple asset classes may decline in value. When
markets perform well, there can be no assurance that
securities or other investments held by the Fund will
participate in or otherwise benefit from the advance.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market

disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

The long-term impact of the COVID-19 pandemic and its
subsequent variants on economies, markets, industries and
individual issuers is not known. The U.S. government and
the Federal Reserve, as well as certain foreign governments
and central banks, took extraordinary actions to support
local and global economies and the financial markets in
response to the COVID-19 pandemic. This and other
government intervention into the economy and financial
markets have resulted in a large expansion of government
deficits and debt, the long-term consequences of which are
not known.

The United States and various countries are currently
involved in disputes over trade and other matters, which may
result in tariffs, investment restrictions and other adverse
impacts on affected companies and securities. Trade
disputes may adversely affect the economies of the United
States and its trading partners, as well as companies directly
or indirectly affected by tariffs or restrictions and financial
markets generally. For example, the United States has
imposed tariffs and other trade barriers on Chinese exports,
has restricted sales of certain categories of goods to China,
and has established barriers to investments in China. The
United States government has prohibited U.S. persons from
investing in Chinese companies designated as related to the
Chinese military. These and possible future restrictions
could limit the Fund’s opportunities for investment and
require the sale of securities at a loss or make them illiquid.
Moreover, the Chinese government is involved in a
longstanding dispute with Taiwan that has included threats
of invasion. If the political climate between the United States
and China does not improve or continues to deteriorate, if
China were to attempt unification of Taiwan by force, or if
other geopolitical conflicts develop or get worse, economies,
markets and individual securities may be severely affected
both regionally and globally, and the value of the Fund'’s
assets may go down.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Growth Style Investing: Growth stock prices reflect
projections of future earnings or revenues, and can,
therefore, fall dramatically if the company fails to meet those
projections. Growth stocks may be more expensive relative
to their current earnings or assets compared to value or
other stocks, and if earnings growth expectations moderate,
their valuations may return to more typical norms, causing
their stock prices to fall. Prices of these companies’
securities may be more volatile than other securities,
particularly over the short term. In addition, investment styles
can go in and out of favor, which could cause additional
volatility in the prices of the Fund’s portfolio holdings.
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Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Information technology companies: Companies in the
information technology sector have historically been volatile
due to the rapid pace of product change and development
within the sector. For example, their products and services
may not prove commercially successful or may become
obsolete quickly. In addition, delays in or cancellation of the
release of anticipated products or services may also affect
the price of an information technology company’s stock.
Information technology companies are subject to significant
competitive pressures, such as new market entrants,
aggressive pricing and tight profit margins. The activities of
these companies may also be adversely affected by
changes in government regulations, worldwide technological
developments or investor perception of a company and/or its
products or services. The stock prices of companies
operating within this sector may be subject to abrupt or
erratic movements.

Healthcare companies: The activities of healthcare
companies may be funded or subsidized by federal and
state governments. If government funding and subsidies are
reduced or discontinued, the profitability of these companies
could be adversely affected. Healthcare companies may
also be affected by government policies on healthcare
reimbursements, regulatory approval for new drugs and
medical products, and similar matters. They are also subject
to legislative risk, i.e., the risks associated with the reform of
the healthcare system through legislation.

Consumer discretionary companies: Companies in the
consumer discretionary sector could be affected by, among
other things, overall economic conditions, interest rates,
consumer confidence, and disposable income.

Small and Mid Capitalization Companies: While small
and mid capitalization companies may offer substantial
opportunities for capital growth, they also may involve more
risks than larger companies. Historically, securities issued by
small and mid capitalization companies have been more
volatile in price than securities that are issued by larger
companies, especially over the short term. Among the
reasons for the greater price volatility are the less certain
growth prospects of small and mid capitalization companies,
the lower degree of liquidity in the markets for such
securities, and the greater sensitivity of small and mid
capitalization companies to changing economic conditions.

In addition, small and mid capitalization companies may lack
depth of management, be unable to generate funds
necessary for growth or development, have limited product
lines or be developing or marketing new products or services
for which markets are not yet established and may never
become established. Small and mid capitalization
companies may be particularly affected by interest rate
increases, as they may find it more difficult to borrow money

FUND DETAILS

to continue or expand operations, or may have difficulty in
repaying loans, particularly those with floating interest rates.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
operations. These risks can increase the potential for
investment loss in the Fund and may include, among others,
currency risks (such as fluctuations in currency exchange
rates and currency devaluations); country risks (such as
political, diplomatic, or regional conflicts, terrorism or war,
social and economic instability, and internal or external
policies or economic sanctions limiting or restricting foreign
investment, the movement of assets or other economic
activity); and risks associated with the state of a country's
financial markets and legal institutions. Other foreign
securities risks may include unfavorable trading, settlement
or custodial practices, unfavorable tax policies, less
government supervision, less publicly available information,
less stringent investor protection standards, limited legal
redress for violations of law, limited trading markets and
greater illiquidity and greater price volatility.

Management: The Fund is actively managed and could
experience losses (realized and unrealized) if the investment
manager’s judgment about markets, interest rates or the
attractiveness, relative values, liquidity, or potential
appreciation of particular investments made for the Fund's
portfolio prove to be incorrect. The Fund could also
experience losses if there are imperfections, errors or
limitations in the models, tools, and data used by the
investment manager or if the investment manager’s
techniques or investment decisions do not produce the
desired results. 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.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused issuers and may have lower or
adverse ESG assessments. Consideration of ESG factors
may affect the Fund’s exposure to certain issuers or
industries and may not work as intended. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. In certain circumstances, there may be times when
not every investment is assessed for ESG factors and, when
they are, not every ESG factor may be identified or
evaluated. The investment manager’s assessment of an
issuer's ESG factors is subjective and will likely differ from
that of investors, third party service providers (e.g., ratings
providers) and other funds. As a result, securities selected
by the investment manager may not reflect the beliefs and
values of any particular investor. The investment manager
also may be dependent on the availability of timely,
complete and accurate ESG data reported by issuers and/or
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third-party research providers, the timeliness, completeness
and accuracy of which is out of the investment manager’s
control. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.

More detailed information about the Fund and its policies
and risks can be found in the Fund's Statement of Additional
Information (SAl).

A description of the Fund's policies and procedures
regarding the release of portfolio holdings information is also
available in the Fund's SAI. Portfolio holdings information
can be viewed online at www.franklintempleton.com.

Management

Franklin Advisers, Inc. (Advisers), One Franklin Parkway,
San Mateo, California 94403-1906, is the Fund’s investment
manager.

The Fund is managed by a team of dedicated professionals
focused on investments in large capitalization growth
companies. The portfolio managers of the Fund are as
follows:

Grant Bowers Senior Vice President of Advisers

Mr. Bowers has been the lead portfolio manager of the Fund
since 2014. He has primary responsibility for the
investments of the Fund. He has final authority over all
aspects of the Fund’s investment portfolio, including but not
limited to, purchases and sales of individual securities,
portfolio risk assessment, and the management of daily cash
balances in accordance with anticipated investment
management requirements. The degree to which he may
perform these functions, and the nature of these functions,
may change from time to time. He joined Franklin Templeton
in 1993.

Sara Araghi, CFA Portfolio Manager of Advisers

Ms. Araghi has been a portfolio manager of the Fund since
2016, providing research and advice on the purchases and
sales of individual securities, and portfolio risk assessment.
She joined Franklin Templeton in 2003.

Anthony Hardy, CFA Portfolio Manager of Advisers
Mr. Hardy has been a portfolio manager of the Fund since
2024, providing research and advice on the purchases and
sales of individual securities, and portfolio risk assessment.
He joined Franklin Templeton in 2015.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The Fund’s SAI provides additional information about
portfolio manager compensation, other accounts that they
manage and their ownership of Fund shares.

The Fund pays Advisers a fee for managing the Fund’s
assets.

Advisers has agreed to reduce its fees to reflect reduced
services resulting from the Fund’s investments in Franklin
Templeton affiliated funds. This arrangement cannot be
terminated prior to April 30, 2027 without approval of the
board of trustees.

For the fiscal year ended December 31, 2025, the Fund paid
Advisers an effective management fee of 0.75% of the
Fund’s average net assets for investment management
services.

A discussion regarding the basis for the board of trustees’
approval of the Fund’s investment management agreement
is available in the Fund'’s report on Form N-CSR for the
period ended June 30, 2025.

Manager of Managers Structure

The investment manager and the Trust have received an
exemptive order from the SEC that allows the Fund to
operate in a “manager of managers” structure whereby the
investment manager can appoint and replace both wholly-
owned and unaffiliated sub-advisors, and enter into, amend
and terminate sub-advisory agreements with such sub-
advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers
Structure). The Fund will, however, inform shareholders of
the hiring of any new sub-advisor within 90 days after the
hiring. The SEC exemptive order provides the Fund with
greater flexibility and efficiency and alleviates the need for
the Fund to incur the expense and delays associated with
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obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect
to the Fund is subject to certain conditions that are set forth
in the SEC exemptive order. Under the Manager of
Managers Structure, the investment manager has the
ultimate responsibility, subject to oversight by the Fund's
board of trustees, to oversee sub-advisors and recommend
their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the
Fund's board of trustees: set the Fund's overall investment
strategy; evaluate, select and recommend sub-advisors to
manage all or a portion of the Fund's assets; and implement
procedures reasonably designed to ensure that each sub-
advisor complies with the Fund's investment goal, policies
and restrictions. Subject to review by the Fund's board of
trustees, the investment manager will allocate and, when
appropriate, reallocate the Fund's assets among sub-
advisors and monitor and evaluate the sub-advisors’
performance.
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Financial Highlights

This table presents the financial performance of Fund shares for the past five years or since inception. The table shows certain
information on a single Fund share basis (per share performance). It also shows some key Fund statistics, such as total return
(past performance) and expense ratios. Total return represents the annual change in value of a share assuming reinvestment of
dividends and capital gains. This information has been audited by PricewaterhouseCoopers LLP, an independent registered
public accounting firm, whose report, along with the Fund's financial statements, are available on the Fund's website and are
included in the Form N-CSR filed with the SEC covering the period ended December 31, 2025, which is available upon request.
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Franklin Large Cap Growth VIP Fund - Class 1

Year Ended December 31,

FUND DETAILS

2025 2024 2023 2022 2021
Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $22.51 $19.71 $14.39 $30.30 $29.78
Income from investment operations?:

Net investment (loss)® (0.08) (0.08) (0.04) (0.04) (0.10)

Net realized and unrealized gains (losses) 1.54 522 5.84 (10.79) 4.39
Total from investment operations 1.46 5.14 5.80 (10.83) 4.29
Less distributions from:

Net realized gains (4.11) (2.34) (0.48) (5.08) (3.77)
Net asset value, end of year $19.86 $22.51 $19.71 $14.39 $30.30
Total returne 7.48% 26.67% 40.71% (36.36)% 15.56%
Ratios to average net assets
Expenses? 0.84% 0.82% 0.83%¢ 0.82%¢ 0.84%¢
Net investment (loss) (0.36)% (0.36)% (0.22)% (0.21)% (0.32)%
Supplemental data
Net assets, end of year (000's) $2,364 $7,723 $4,628 $3,353 $5,387
Portfolio turnover rate 34.97% 17.17% 26.29% 14.74% 14.98%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.
d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.
e. Benefit of expense reduction rounds to less than 0.01%.
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Franklin Large Cap Growth VIP Fund - Class 2

Year Ended December 31,

2025 2024 2023 2022 2021
Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $20.76 $18.38 $13.47 $28.93 $28.65
Income from investment operations?:

Net investment (loss)® (0.12) (0.12) (0.07) (0.08) (0.16)

Net realized and unrealized gains (losses) 140 4.84 5.46 (10.30) 421
Total from investment operations 1.28 472 5.39 (10.38) 4.05
Less distributions from:

Net realized gains 4.11) (2.34) (0.48) (5.08) (3.77)
Net asset value, end of year $17.93 $20.76 $18.38 $13.47 $28.93
Total returne 7.22% 26.30% 40.44% (36.54)% 15.28%
Ratios to average net assets
Expenses? 1.11% 1.07% 1.08%¢ 1.07%¢ 1.09%¢
Net investment (loss) (0.66)% (0.62)% (0.46)% (0.46)% (0.57)%
Supplemental data
Net assets, end of year (000’s) $81,677 $90,952 $88,146 $75,005 $128,584
Portfolio turnover rate 34.97% 17.17% 26.29% 14.74% 14.98%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying
investment vehicle.

d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.

e. Benefit of expense reduction rounds to less than 0.01%.
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FRANKLIN MUTUAL GLOBAL DISCOVERY VIP FUND

Investment Goal

The Fund's investment goal is capital appreciation.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests primarily
to predominantly in equity securities (including securities
convertible into, or that the investment manager expects to
be exchanged for, common or preferred stock) of U.S. and
foreign companies that the investment manager believes are
available at market prices less than their value based on
certain recognized or objective criteria (fundamental value).
The equity securities in which the Fund invests are primarily
common stock. Following this value-oriented strategy, the
Fund invests primarily to predominantly in:

e Undervalued Securities - Securities trading at a
discount to fundamental value.

And, to a lesser extent, the Fund also invests in:

o Merger Arbitrage Securities - Securities of companies
involved in restructurings (such as mergers,
acquisitions, consolidations, liquidations, spin-offs, or
tender or exchange offers) or that the investment
manager believes are cheap relative to an economically
equivalent security of another or the same company.

o Distressed Companies - Securities of companies that
are, or are about to be, involved in reorganizations,
financial restructurings, or bankruptcy.

An equity security represents a proportionate share of the
ownership of a company; its value is based on the success
or failure of the company's business, any income paid to
stockholders, the value of its assets and general market
conditions. Common stocks and preferred stocks, and
securities convertible into common stocks are examples of
equity securities. The Fund may invest in convertible
securities without regard to the ratings assigned by the
rating services.

In pursuit of its value-oriented strategy, the Fund is not
limited to pre-set maximums or minimums governing the size
of the companies in which it may invest. However, as a
general rule, the Fund currently invests the equity portion of
its portfolio predominantly in mid- and large-capitalization
companies, with the remaining portion of its equity portfolio
in smaller companies. For these purposes, mid- and large-
capitalization companies are considered to be those with
market capitalization values (share price multiplied by the
number of shares of common stock outstanding) greater
than $5 billion.

While the Fund does not concentrate in any one industry,
from time to time, based on economic conditions, it may
make significant investments in certain sectors, such as the
financial services and healthcare sectors.

While the Fund generally purchases securities for
investment purposes, the investment manager may seek to
influence or control management, or invest in other
companies that do so, when the investment manager
believes the Fund may benefit.

The Fund may invest substantially and potentially up to
100% of its assets in foreign securities, which may include
sovereign debt and participations in foreign government
debt. Depending on market conditions, the Fund's
investments in foreign securities may fluctuate, but the Fund
generally invests at least 30% of its assets in foreign
securities or other investments that provide exposure to
foreign securities. The Fund presently does not intend to
invest more than a portion (no more than 25%) of its assets
in securities of issuers located in emerging market countries.

The Fund’s investments in Distressed Companies typically
involve the purchase of bank debt, lower-rated or defaulted
debt securities, comparable unrated debt securities, trade
claims or other indebtedness (or participations in the
indebtedness) of such companies. Such other indebtedness
generally represents a specific commercial loan or portion of
a loan made to a company by a financial institution such as
a bank. Loan participations represent fractional interests in a
company'’s indebtedness and are generally made available
by banks or other institutional investors. By purchasing all or
a part of a company’s direct indebtedness, the Fund, in
effect, steps into the shoes of the lender. If the loan is
secured, the Fund will have a priority claim to the assets of
the company ahead of unsecured creditors and
stockholders. The Fund generally makes such investments
to achieve capital appreciation, in addition to generating
income.

For purposes of pursuing its investment goal, the Fund, from
time to time, enters into currency-related transactions
involving certain currency-related derivative instruments,
including currency forwards and currency futures contracts
(including currency index futures contracts). The use of
derivative currency transactions may allow the Fund to
obtain net long or net negative (short) exposure to selected
currencies. The Fund may also enter into various other
transactions involving equity-related derivatives, including
put and call options on equity securities and equity total
return swap agreements; and credit-related derivatives,
including credit default swaps. The use of these derivative
transactions may allow the Fund to obtain net long or net
negative (short) exposures to selected countries, currencies
or issuers.

The Fund may use any of the above currency techniques or
other derivative transactions for the purposes of enhancing
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Fund returns, increasing liquidity, gaining exposure to
particular instruments in more efficient or less expensive
ways and/or hedging risks relating to changes in currency
exchange rates, market prices and other market factors. By
way of example, when the investment manager believes that
the value of a particular foreign currency is expected to
increase compared to the U.S. dollar, the Fund could enter
into a forward contract to purchase that foreign currency at a
future date. If at such future date the value of the foreign
currency exceeds the then current amount of U.S. dollars to
be paid by the Fund under the contract, the Fund will
recognize a gain. When used for hedging purposes, a
forward contract or other derivative instrument could be used
to protect against possible declines in a currency’s value
where a security held or to be purchased by the Fund is
denominated in that currency.

A currency forward contract is an obligation to purchase or
sell a specific foreign currency in exchange for another
currency, which may be U.S. dollars, at an agreed exchange
rate (price) at a future date. Currency forwards are typically
individually negotiated and privately traded by currency
traders and their customers in the interbank market.

A futures contract is a standard binding agreement that
trades on an exchange to buy or sell a specified quantity of
an underlying instrument or asset at a specified price at a
specified later date. A “sale” of a futures contract means the
acquisition of a contractual obligation to deliver the
underlying instrument called for by the contract at a specified
price on a specified date. A “purchase” of a futures contract
means the acquisition of a contractual obligation to acquire a
specified quantity of the underlying instrument called for by
the contract at a specified price on a specified date. The
purchase or sale of a futures contract will allow the Fund to
increase or decrease its exposure to the underlying
instrument or asset. Although most futures contracts used by
the Fund allow for a cash payment of the net gain or loss on
the contract at maturity in lieu of delivery of the underlying
instruments, some require the actual delivery or acquisition
of the underlying instrument or asset. The Fund may buy
and sell futures contracts that trade on U.S. and foreign
exchanges.

Swap agreements, such as credit default swaps and total
return swaps, are contracts between the Fund and another
party (the swap counterparty) involving the exchange of
payments on specified terms over periods ranging from a
few days to multiple years. A swap agreement may be
negotiated bilaterally and traded over-the-counter (OTC)
between the two parties (for an uncleared swap) or, in some
instances, must be transacted through a futures commission
merchant (FCM) and cleared through a clearinghouse that
serves as a central counterparty (for a cleared swap). In a
basic swap transaction, the Fund agrees with the swap
counterparty to exchange the returns (or differentials in rates
of return) and/or cash flows earned or realized on a
particular “notional amount” of underlying instruments. The
notional amount is the set amount selected by the parties as
the basis on which to calculate the obligations that they have
agreed to exchange. The parties typically do not actually

exchange the notional amount. Instead, they agree to
exchange the returns that would be earned or realized if the
notional amount were invested in given instruments or at
given interest rates.

For credit default swaps, the “buyer” of the credit default
swap agreement is obligated to pay the “seller” a periodic
stream of payments over the term of the agreement in return
for a payment by the seller that is contingent upon the
occurrence of a credit event with respect to an underlying
reference debt obligation. A buyer of the credit default swap
is purchasing the obligation of its counterparty to offset
losses the buyer could experience if there was such a credit
event. Generally, a credit event means bankruptcy, failure to
timely pay interest or principal, obligation acceleration or
default, or repudiation or restructuring of the reference debt
obligation. The contingent payment by the seller generally is
either the face amount of the reference debt obligation in
exchange for the physical delivery of the reference debt
obligation or a cash payment equal to the decrease in
market value of the reference debt obligation following the
occurrence of the credit event.

A total return swap is an agreement between two parties,
pursuant to which one pays (and the other receives) an
amount equal to the total return (including, typically, income
and capital gains distributions, principal prepayment or
credit) of an underlying reference asset (e.g., a note, bond or
other security, group of securities or securities index) in
exchange for a regular payment, at a floating rate based on
SOFR, or alternatively at a fixed rate or the total rate of
return on another financial instrument. The Fund may take
either position in a total return swap (i.e., the Fund may
receive or pay the total return on the underlying reference
asset).

A call option gives the purchaser of the option, upon
payment of a premium, the right to buy, and the seller the
obligation to sell, the underlying instrument at the exercise
price. Conversely, a put option gives the purchaser of the
option, upon payment of a premium, the right to sell, and the
seller of the option the obligation to buy, the underlying
instrument at the exercise price.

The investment manager considers various factors, such as
availability and cost, in deciding whether to use a particular
derivative instrument or strategy. Moreover, investors should
bear in mind that the Fund is not obligated to actively
engage in any derivative transactions.

The Fund may also engage from time to time in an
"arbitrage" strategy. When engaging in an arbitrage strategy,
the Fund typically buys one security while at the same time
selling short another security. The Fund generally buys the
security that the investment manager believes is either
cheap relative to the price of the other security or otherwise
undervalued, and sells short the security that the investment
manager believes is either expensive relative to the price of
the other security or otherwise overvalued. In doing so, the
Fund attempts to profit from a perceived relationship
between the values of the two securities. The Fund generally
engages in an arbitrage strategy in connection with an
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announced corporate restructuring, such as a merger,
acquisition or tender offer, or other corporate action or event.

Portfolio Selection

The investment manager employs a research driven,
fundamental value strategy for the Fund. In choosing equity
investments, the investment manager focuses on the market
price of a company’s securities relative to the investment
manager’s own evaluation of the company’s fundamental
value, including an analysis of cash flow potential, long-term
earnings, multiples of earnings, cash flow, and book value.
Similarly, debt securities and other indebtedness, including
loan participations, are generally selected based on the
investment manager’s own analysis of the security’s
fundamental value rather than the coupon rate or rating of
the security. The investment manager examines each
investment separately and there are no set criteria as to
specific value parameters, asset size, earnings or industry
type. The investment manager may consider sustainability
issues, including environmental, social, governance (ESG)
factors alongside traditional financial measures to provide a
more comprehensive view of the value, risk and return
potential of an investment. ESG factors may include, but are
not limited to, emissions, energy and waste management,
labor practices and relations, exposure to potential
regulatory changes, and corporate governance. The
investment manager’s fundamental research analysts, using
their industry expertise, evaluate which factors the
investment manager believes to be material to the
investment and incorporate both the risks and opportunities
of these factors into their fundamental valuation. The weight
given to consideration of any factor will vary depending on
the analyst’'s assessment of both the potential materiality
and probability of that factor, and will only be one component
of any investment decision. In addition, ESG factors
considered may change over time. The investment manager
does not assess every investment for ESG factors and,
when it does, not every ESG factor may be identified or
evaluated. For example, the investment manager’s
assessment of investments in special situations investments,
notably merger arbitrage and distressed debt, generally
does not include analysis of ESG factors.

Exclusion of Investment Manager from Commodity
Pool Operator Definition

With respect to the Fund, the investment manager has
claimed an exclusion from the definition of “commaodity pool
operator” (CPO) under the Commodity Exchange Act (CEA)
and the rules of the Commaodity Futures Trading
Commission (CFTC) and, therefore, is not subject to CFTC
registration or regulation as a CPO. In addition, with respect
to the Fund, the investment manager is relying upon a
related exclusion from the definition of “commodity trading
advisor” (CTA) under the CEA and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among

other things, to adhere to certain limits on its investments in
commodity futures, commaodity options and swaps, which in
turn include non-deliverable currency forward contracts, as
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further described in the Fund's Statement of Additional
Information (SAl). Because the investment manager and the
Fund intend to comply with the terms of the CPO exclusion,
the Fund may, in the future, need to adjust its investment
strategies, consistent with its investment goal, to limit its
investments in these types of instruments. The Fund is not
intended as a vehicle for trading in the commodity futures,
commodity options, or swaps markets. The CFTC has
neither reviewed nor approved the investment manager’s
reliance on these exclusions, or the Fund, its investment
strategies or this prospectus.

Temporary Investments

The investment manager may keep a portion, which may be
significant at times, of the Fund's assets in cash or invested
in high-quality short-term, money market instruments,
corporate debt, or direct or indirect U.S. and non-U.S.
government and agency obligations, when it believes that
insufficient investment opportunities meeting the Fund's
investment criteria exist or that it may otherwise be
necessary to maintain liquidity. For example, when
prevailing market valuations for securities are high, there
may be fewer securities available at prices below their
fundamental value. In addition, when the investment
manager believes market or economic conditions are
unfavorable for investors or seeks to maintain liquidity, the
investment manager may invest up to 100% of the Fund's
assets in U.S. or non-U.S. dollar denominated short-term
investments, including cash or cash equivalents. In these
circumstances, the Fund may be unable to pursue its
investment goals.

Principal Risks

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual
issuers (such as the results of supply and demand), or
sectors within the securities markets. The value of a security
or other investment also may go up or down due to general
market conditions that are not specifically related to a
particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates, inflation or
exchange rates, or adverse investor sentiment generally.
Furthermore, events involving limited liquidity, defaults, non-
performance or other adverse developments that affect one
industry, such as the financial services industry, or concerns
or rumors about any events of these kinds, have in the past
and may in the future lead to market-wide liquidity problems,
may spread to other industries, and could negatively affect
the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread
of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war;
and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economic
prospects of many companies, sectors, nations, regions and
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the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities
markets, multiple asset classes may decline in value. When
markets perform well, there can be no assurance that
securities or other investments held by the Fund will
participate in or otherwise benefit from the advance.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund'’s performance and liquidity.

The long-term impact of the COVID-19 pandemic and its
subsequent variants on economies, markets, industries and
individual issuers is not known. The U.S. government and
the Federal Reserve, as well as certain foreign governments
and central banks, took extraordinary actions to support
local and global economies and the financial markets in
response to the COVID-19 pandemic. This and other
government intervention into the economy and financial
markets have resulted in a large expansion of government
deficits and debt, the long-term consequences of which are
not known.

The United States and various countries are currently
involved in disputes over trade and other matters, which may
result in tariffs, investment restrictions and other adverse
impacts on affected companies and securities. Trade
disputes may adversely affect the economies of the United
States and its trading partners, as well as companies directly
or indirectly affected by tariffs or restrictions and financial
markets generally. For example, the United States has
imposed tariffs and other trade barriers on Chinese exports,
has restricted sales of certain categories of goods to China,
and has established barriers to investments in China. The
United States government has prohibited U.S. persons from
investing in Chinese companies designated as related to the
Chinese military. These and possible future restrictions
could limit the Fund’s opportunities for investment and
require the sale of securities at a loss or make them illiquid.
Moreover, the Chinese government is involved in a
longstanding dispute with Taiwan that has included threats
of invasion. If the political climate between the United States
and China does not improve or continues to deteriorate, if
China were to attempt unification of Taiwan by force, or if
other geopolitical conflicts develop or get worse, economies,
markets and individual securities may be severely affected
both regionally and globally, and the value of the Fund'’s
assets may go down.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Value Style Investing

Value securities may not increase in price as anticipated by
the investment manager, and may even decline further in
value, if other investors fail to recognize the company's

value, or favor investing in faster-growing companies, or if
the events or factors that the investment manager believes
will increase a security’s market value do not occur.

The Fund's bargain-driven focus may result in the Fund
choosing securities that are not widely followed by other
investors. Securities that are considered "cheaply” priced
also may include those of companies reporting poor
earnings, companies whose share prices have declined
sharply (such as growth companies that have recently
stumbled to levels considered “cheap” in the investment
manager’s opinion), turnarounds, cyclical companies, or
companies emerging from bankruptcy. All of these securities
may have a higher risk of being ignored or rejected, and
therefore undervalued, by the market, or decreasing further
in value.

Foreign Securities (non-U.S.): Investing in foreign
securities, including sovereign debt securities, typically
involves different risks than investing in U.S. securities,
including risks related to currency exchange rates and
policies, country or government specific issues, less
favorable trading practices or regulation and greater price
volatility. Certain of these risks also may apply to securities
of U.S. companies with significant foreign operations.

Currency exchange rates: Foreign securities may be issued
and traded in foreign currencies. As a result, their market
values in U.S. dollars may be affected by changes in
exchange rates between such foreign currencies and the
U.S. dollar, as well as between currencies of countries other
than the U.S. For example, if the value of the U.S. dollar
goes up compared to a foreign currency, an investment
traded in that foreign currency will go down in value because
it will be worth fewer U.S. dollars. The Fund accrues
additional expenses when engaging in currency exchange
transactions, and valuation of the Fund's foreign securities
may be subject to greater risk because both the currency
(relative to the U.S. dollar) and the security must be
considered.

Currency management strategies: Currency management
strategies may substantially change the Fund's exposure to
currency exchange rates and could result in losses to the
Fund if currencies do not perform as the investment
manager expects. In addition, currency management
strategies, to the extent that they reduce the Fund's
exposure to currency risks, also reduce the Fund's ability to
benefit from favorable changes in currency exchange rates.
There is no assurance that the investment manager's use of
currency management strategies will benefit the Fund or that
they will be, or can be, used at appropriate times.
Furthermore, there may not be perfect correlation between
the amount of exposure to a particular currency and the
amount of securities in the Fund's portfolio denominated in
that currency. Investing in foreign currencies for purposes of
gaining from projected changes in exchange rates, as
opposed to hedging currency risks applicable to the Fund's
holdings, further increases the Fund's exposure to foreign
investment losses.
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Political and economic developments: The political,
economic and social policies or structures of some foreign
countries may be less stable and more volatile than those in
the United States. Investments in these countries may be
subject to greater risks of internal and external conflicts,
expropriation, nationalization of assets, foreign exchange
controls (such as suspension of the ability to transfer
currency from a given country), restrictions on removal of
assets, political or social instability, military action or unrest,
diplomatic developments, currency devaluations, foreign
ownership limitations, and substantial, punitive or
confiscatory tax increases. It is possible that a government
may take over the assets or operations of a company or
impose restrictions on the exchange or export of currency or
other assets. Some countries also may have different legal
systems that may make it difficult or expensive for the Fund
to vote proxies, exercise shareholder rights, and pursue
legal remedies with respect to its foreign investments.
Diplomatic and political developments could affect the
economies, industries, and securities and currency markets
of the countries in which the Fund is invested. These
developments include rapid and adverse political changes;
social instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war. In
addition, such developments could contribute to the
devaluation of a country’s currency, a downgrade in the
credit ratings of issuers in such country, or a decline in the
value and liquidity of securities of issuers in that country. An
imposition of sanctions upon, or other government actions
impacting, certain issuers in a country could result in (i) an
immediate freeze of that issuer’s securities, impairing the
ability of the Fund to buy, sell, receive or deliver those
securities or (ii) other limitations on the Fund’s ability to
invest or hold such securities. These factors would affect the
value of the Fund’s investments and are extremely difficult, if
not impossible, to predict and take into account with respect
to the Fund's investments.

Trading practices: Brokerage commissions, withholding
taxes, custodial fees, and other fees generally are higher in
foreign markets. The policies and procedures followed by
foreign stock exchanges, currency markets, trading systems
and brokers may differ from those applicable in the United
States, with possibly negative consequences to the Fund.
The procedures and rules governing foreign trading,
settlement and custody (holding of the Fund's assets) also
may result in losses or delays in payment, delivery or
recovery of money or other property. Foreign government
supervision and regulation of foreign securities and currency
markets and trading systems may be less than or different
from government supervision in the United States, and may
increase the Fund's regulatory and compliance burden
and/or decrease the Fund's investor rights and protections.

Availability of information: Foreign issuers may not be
subject to the same disclosure, accounting, auditing and
financial reporting standards and practices as U.S. issuers.
Thus, there may be less information publicly available about
foreign issuers than about most U.S. issuers. In addition,
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information provided by foreign issuers may be less timely or
less reliable than information provided by U.S. issuers.

Limited markets: Certain foreign securities may be less
liquid (harder to sell) and their prices may be more volatile
than many U.S. securities. llliquidity tends to be greater, and
valuation of the Fund's foreign securities may be more
difficult, due to the infrequent trading and/or delayed
reporting of quotes and sales.

Regional: Adverse conditions in a certain region or country
can adversely affect securities of issuers in other countries
whose economies appear to be unrelated. To the extent that
the Fund invests a significant portion of its assets in a
specific geographic region or a particular country, the Fund
will generally have more exposure to the risks affecting that
specific geographic region or country. In the event of
economic or political turmoil or a deterioration of diplomatic
relations in a region or country where a substantial portion of
the Fund’s assets are invested, the Fund may experience
substantial illiquidity or reduction in the value of the Fund’s
investments.

The risk of investments in Europe may be heightened due to
the current uncertainty concerning the ultimate economic
consequences and geopolitical effects of Russia's military
invasion of Ukraine in February 2022 and concerns
regarding potential escalation in the region, which has
increased market volatility.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Financial services companies: Financial services
companies are subject to extensive government regulation
that may affect their profitability in many ways, including by
limiting the amount and types of loans and other
commitments they can make, and the interest rates and fees
they can charge. A financial services company's profitability,
and therefore its stock prices, is especially sensitive to
interest rate changes as well as the ability of borrowers to
repay their loans. Changing regulations, continuing
consolidations, and development of new products and
structures all are likely to have a significant impact on
financial services companies.

Healthcare companies: The activities of healthcare
companies may be funded or subsidized by federal and
state governments. If government funding and subsidies are
reduced or discontinued, the profitability of these companies
could be adversely affected. Healthcare companies may
also be affected by government policies on healthcare
reimbursements, regulatory approval for new drugs and
medical products, and similar matters. They are also subject
to legislative risk, i.e., the risks associated with the reform of
the healthcare system through legislation.

Small and Mid Capitalization Companies: While small
and mid capitalization companies may offer substantial
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opportunities for capital growth, they also may involve more
risks than larger companies. Historically, securities issued by
small and mid capitalization companies have been more
volatile in price than securities that are issued by larger
companies, especially over the short term. Among the
reasons for the greater price volatility are the less certain
growth prospects of small and mid capitalization companies,
the lower degree of liquidity in the markets for such
securities, and the greater sensitivity of small and mid
capitalization companies to changing economic conditions.

In addition, small and mid capitalization companies may lack
depth of management, be unable to generate funds
necessary for growth or development, have limited product
lines or be developing or marketing new products or services
for which markets are not yet established and may never
become established. Small and mid capitalization
companies may be particularly affected by interest rate
increases, as they may find it more difficult to borrow money
to continue or expand operations, or may have difficulty in
repaying loans, particularly those with floating interest rates.

Derivative Instruments: The performance of derivative
instruments depends largely on the performance of an
underlying instrument, such as a currency, security, interest
rate or index, and such instruments often have risks similar
to the underlying instrument, in addition to other risks.
Derivative instruments involve costs and can create
economic leverage in the Fund’s portfolio, which may result
in significant volatility and cause the Fund to participate in
losses (as well as gains) in an amount that significantly
exceeds the Fund’s initial investment. Other risks include
illiquidity, mispricing or improper valuation of the derivative
instrument, and imperfect correlation between the value of
the derivative and the underlying instrument so that the Fund
may not realize the intended benefits. Their successful use
will usually depend on the investment manager’s ability to
accurately forecast movements in the market relating to the
underlying instrument. Should a market or markets, or prices
of particular classes of investments, move in an unexpected
manner, especially in unusual or extreme market conditions,
the Fund may not realize the anticipated benefits of the
transaction, and it may realize losses, which could be
significant. If the investment manager is not successful in
using such derivative instruments, the Fund’s performance
may be worse than if the investment manager did not use
such derivative instruments at all. When a derivative is used
for hedging, the change in value of the derivative instrument
also may not correlate specifically with the currency,
security, interest rate index or other risk being hedged.
There is also the risk, especially under extreme market
conditions, that an instrument, which usually would operate
as a hedge, provides no hedging benefits at all.

Use of these instruments could also result in a loss if the
counterparty to the transaction does not perform as
promised, including because of such counterparty’s
bankruptcy or insolvency. This risk is heightened with
respect to over-the-counter (OTC) instruments, such as
certain swap agreements and may be greater during volatile
market conditions. Other risks include the inability to close

out a position because the trading market becomes illiquid
(particularly in the OTC markets) or the availability of
counterparties becomes limited for a period of time. In
addition, the presence of speculators in a particular market
could lead to price distortions. To the extent that the Fund is
unable to close out a position because of market illiquidity,
the Fund may not be able to prevent further losses of value
in its derivatives holdings and the Fund'’s liquidity may be
impaired. Some derivatives can be particularly sensitive to
changes in interest rates or other market prices. Investors
should bear in mind that, while the Fund intends to use
derivative strategies on a regular basis, it is not obligated to
actively engage in these transactions, generally or in any
particular kind of derivative, if the investment manager elects
not to do so due to availability, cost or other factors.

Many swaps currently are, and others eventually are
expected to be, required to be cleared through a central
counterparty. Central clearing is designed to reduce
counterparty credit risk and increase liquidity compared to
OTC swaps, but it does not eliminate those risks completely.
With cleared swaps, there is also a risk of loss by the Fund
of its initial and variation margin deposits in the event of
bankruptcy of the futures commission merchant (FCM) with
which the Fund has an open position, or the central
counterparty in a swap contract. With cleared swaps, the
Fund may not be able to obtain as favorable terms as it
would be able to negotiate for a bilateral, uncleared swap. In
addition, an FCM may unilaterally amend the terms of its
agreement with the Fund, which may include the imposition
of position limits or additional margin requirements with
respect to the Fund’s investment in certain types of swaps.
The regulation of cleared and uncleared swaps, as well as
other derivatives, is a rapidly changing area of law and is
subject to modification by government and judicial action. In
addition, the SEC, Commodity Futures Trading Commission
(CFTC) and the exchanges are authorized to take
extraordinary actions in the event of a market emergency. It
is not possible to predict fully the effects of current or future
regulation.

The use of derivative strategies may also have a tax impact
on the Fund. The timing and character of income, gains or
losses from these strategies could impair the ability of the
investment manager to use derivatives when it wishes to do
SO.

Merger Arbitrage Securities and Distressed Companies:
A merger or other restructuring, or a tender or exchange
offer, proposed or pending at the time the Fund invests in
merger arbitrage securities may not be completed on the
terms or within the time frame contemplated, which may
result in losses to the Fund. Debt obligations of distressed
companies typically are unrated, lower-rated, in default or
close to default and are generally more likely to become
worthless than the securities of more financially stable
companies.

Liquidity: Liquidity risk exists when the markets for
particular securities or types of securities or other
investments are or become relatively illiquid so that the Fund
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is unable, or it becomes more difficult for the Fund, to sell
the security or other investment at the price at which the
Fund has valued the security. llliquidity may result from
political, economic or issuer specific events; supply/demand
imbalances; changes in a specific market’s size or structure,
including the number of participants; or overall market
disruptions. Securities or other investments with reduced
liquidity or that become illiquid may involve greater risk than
securities with more liquid markets. Market prices or
quotations for illiquid securities may be volatile, and there
may be large spreads between bid and ask prices. Reduced
liquidity may have an adverse impact on market price and
the Fund's ability to sell particular securities when necessary
to meet the Fund's liquidity needs, which may arise or
increase in response to a specific economic event or
because the investment manager wishes to purchase
particular investments or believes that a higher level of
liquidity would be advantageous. An investment may
become illiquid if the Fund and its affiliates receive material
non-public information about the issuer or the investment. To
the extent that the Fund and its affiliates hold a significant
portion of an issuer's outstanding securities, the Fund may
be subject to greater liquidity risk than if the issuer's
securities were more widely held.

Management: The Fund is actively managed and could
experience losses (realized and unrealized) if the investment
manager’s judgment about markets, interest rates or the
attractiveness, relative values, liquidity, or potential
appreciation of particular investments made for the Fund's
portfolio prove to be incorrect. The Fund could also
experience losses if there are imperfections, errors or
limitations in the models, tools, and data used by the
investment manager or if the investment manager’s
techniques or investment decisions do not produce the
desired results. 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.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused companies. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. The investment manager does not assess every
investment for ESG factors and, when it does, not every
ESG factor may be identified or evaluated. The investment
manager’s assessment of an issuer may differ from that of
investors, third-party service providers, such as ratings
providers, and other funds. As a result, securities selected
by the investment manager may not reflect the beliefs and
values of any particular investor. The investment manager
also may be dependent on the availability of timely,
complete and accurate ESG data being reported by issuers
and/or third-party research providers to evaluate ESG
factors. ESG factors are often not uniformly measured or
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defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.

More detailed information about the Fund and its policies
and risks can be found in the Fund's Statement of Additional
Information (SAl).

A description of the Fund's policies and procedures
regarding the release of portfolio holdings information is also
available in the Fund's SAl. Portfolio holdings information
can be viewed online at www.franklintempleton.com.

Management

Franklin Mutual Advisers, LLC (Franklin Mutual), 101 John
F. Kennedy Parkway, Short Hills, NJ 07078, is the Fund’s
investment manager.

The Fund is managed by a team of dedicated professionals
focused on investments in equity securities they consider to
be undervalued. The portfolio managers of the Fund are as
follows:

Christian Correa, CFA Portfolio Manager
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Mr. Correa has been a portfolio manager of the Fund since
2018. He joined Franklin Templeton in 2003.

Timothy Rankin, CFA Portfolio Manager

Mr. Rankin has been a portfolio manager of the Fund since
2010. He first joined Franklin Templeton in 1997 through
2004 and rejoined in 2010.

The portfolio managers of the Fund are jointly and primarily
responsible for the day-to-day management of the Fund's
portfolio. They have equal authority over all aspects of the
Fund's investment portfolio, including, but not limited to,
purchases and sales of individual securities, portfolio risk
assessment, and the management of daily cash balances in
accordance with anticipated investment management
requirements. The degree to which each portfolio manager
may perform these functions, and the nature of these
functions, may change from time to time.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The Fund’s SAI provides additional information about
portfolio manager compensation, other accounts that they
manage and their ownership of Fund shares.

The Fund pays Franklin Mutual a fee for managing the
Fund'’s assets.

Franklin Mutual has agreed to reduce its fees to reflect
reduced services resulting from the Fund’s investments in
Franklin Templeton affiliated funds. This arrangement
cannot be terminated prior to April 30, 2027 without approval
of the board of trustees.

For the fiscal year ended December 31, 2025, the Fund paid
Franklin Mutual an effective management fee of 0.87% of
the Fund’s average net assets for investment management
services.

A discussion regarding the basis for the board of trustees’
approval of the Fund’s investment management agreement
is available in the Fund’s report on Form N-CSR for the
period ended June 30, 2025.

Manager of Managers Structure

The investment manager and the Trust have received an
exemptive order from the SEC that allows the Fund to
operate in a “manager of managers” structure whereby the
investment manager can appoint and replace both wholly-
owned and unaffiliated sub-advisors, and enter into, amend
and terminate sub-advisory agreements with such sub-
advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers
Structure). The Fund will, however, inform shareholders of
the hiring of any new sub-advisor within 90 days after the
hiring. The SEC exemptive order provides the Fund with
greater flexibility and efficiency and alleviates the need for
the Fund to incur the expense and delays associated with
obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect
to the Fund is subject to certain conditions that are set forth
in the SEC exemptive order. Under the Manager of

Managers Structure, the investment manager has the
ultimate responsibility, subject to oversight by the Fund's
board of trustees, to oversee sub-advisors and recommend
their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the
Fund's board of trustees: set the Fund's overall investment
strategy; evaluate, select and recommend sub-advisors to
manage all or a portion of the Fund's assets; and implement
procedures reasonably designed to ensure that each sub-
advisor complies with the Fund's investment goal, policies
and restrictions. Subject to review by the Fund's board of
trustees, the investment manager will allocate and, when
appropriate, reallocate the Fund's assets among sub-
advisors and monitor and evaluate the sub-advisors’
performance.
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Financial Highlights

This table presents the financial performance of Fund shares for the past five years or since inception. The table shows certain
information on a single Fund share basis (per share performance). It also shows some key Fund statistics, such as total return
(past performance) and expense ratios. Total return represents the annual change in value of a share assuming reinvestment of
dividends and capital gains. This information has been audited by PricewaterhouseCoopers LLP, an independent registered
public accounting firm, whose report, along with the Fund's financial statements, are available on the Fund's website and are
included in the Form N-CSR filed with the SEC covering the period ended December 31, 2025, which is available upon request.
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Franklin Mutual Global Discovery VIP Fund - Class 1

Year Ended December 31,

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $18.37 $19.16 $17.28 $20.32 $17.50
Income from investment operations?:

Net investment income® 0.40 0.41 0.35 0.39 0.25

Net realized and unrealized gains (losses) 3.84 0.62 3.03 (1.53) 3.14
Total from investment operations 4.24 1.03 3.38 (1.14) 3.39
Less distributions from:

Net investment income (0.43) (0.39) (0.50) (0.32) (0.57)

Net realized gains (2.10) (1.43) (1.00) (1.58) —
Total distributions (2.53) (1.82) (1.50) (1.90) (0.57)
Net asset value, end of year $20.08 $18.37 $19.16 $17.28 $20.32
Total returnc 23.62% 4.98% 20.55% (4.52)% 19.43%
Ratios to average net assets
Expenses’ 0.91%° 0.90% 0.90%¢ 0.89%¢ 0.98%¢
Expenses - incurred in connection with securities sold short —% —% —%? —%? 0.02%
Net investment income 2.00% 2.10% 1.87% 2.05% 1.29%
Supplemental data
Net assets, end of year (000's) $9,034 $5,257 $4,436 $3,851 $4,166
Portfolio turnover rate 43.81% 33.69% 34.68% 55.49% 41.58%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.

d. Includes dividends and/or interest expense on securities sold short and security borrowing fees, if any. See below for the ratios of such expenses to average net assets for the periods presented.
e. Benefit of waiver and payments by affiliates rounds to less than 0.01%.
f. Benefit of expense reduction rounds to less than 0.01%.

g. Rounds to less than 0.01%.
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Franklin Mutual Global Discovery VIP Fund - Class 2

Year Ended December 31,

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $17.54 $18.38 $16.62 $19.61 $16.91
Income from investment operations?:

Net investment income® 0.35 0.36 0.29 0.33 0.20

Net realized and unrealized gains (losses) 3.65 0.57 2.92 (1.48) 3.02
Total from investment operations 4.00 0.93 3.21 (1.15) 3.22
Less distributions from:

Net investment income (0.38) (0.34) (0.45) (0.26) (0.52)

Net realized gains (2.10) (1.43) (1.00) (1.58) -
Total distributions (2.48) (1.77) (1.45) (1.84) (0.52)
Net asset value, end of year $19.06 $17.54 $18.38 $16.62 $19.61
Total returne 23.34% 4.66% 20.31% (4.75)% 19.13%
Ratios to average net assets
Expenses® 1.16%¢ 1.15% 1.15%¢f 1.14%:f 1.22%¢f
Expenses - incurred in connection with securities sold short —% —% —%9 —%? 0.02%
Net investment income 1.84% 1.90% 1.62% 1.80% 1.05%
Supplemental data
Net assets, end of year (000's) $416,837 $380,330 $413,438 $398,802 $477,214
Portfolio turnover rate 43.81% 33.69% 34.68% 55.49% 41.58%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying
investment vehicle.

d. Includes dividends and/or interest expense on securities sold short and security borrowing fees, if any. See below for the ratios of such expenses to average net assets for the periods presented.

e. Benefit of waiver and payments by affiliates rounds to less than 0.01%.

f. Benefit of expense reduction rounds to less than 0.01%.

g. Rounds to less than 0.01%.
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Franklin Mutual Global Discovery VIP Fund - Class 4

Year Ended December 31,

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $18.18 $18.98 $17.12 $20.12 $17.34
Income from investment operations?:

Net investment income® 0.34 0.35 0.28 0.32 0.19

Net realized and unrealized gains (losses) 3.79 0.59 3.01 (1.51) 3.09
Total from investment operations 413 0.94 3.29 (1.19) 3.28
Less distributions from:

Net investment income (0.35) (0.31) (0.43) (0.23) (0.50)

Net realized gains (2.10) (1.43) (1.00) (1.58) —
Total distributions (2.45) (1.74) (1.43) (1.81) (0.50)
Net asset value, end of year $19.86 $18.18 $18.98 $17.12 $20.12
Total returnc 23.25% 4.58% 20.13% (4.85)% 18.98%
Ratios to average net assets
Expenses’ 1.26%¢ 1.25% 1.25%¢f 1.25%¢f 1.32%¢f
Expenses - incurred in connection with securities sold short —% —% —%? —%? 0.02%
Net investment income 1.74% 1.81% 1.52% 1.71% 0.95%
Supplemental data
Net assets, end of year (000's) $19,507 $18,159 $20,592 $20,123 $25,930
Portfolio turnover rate 43.81% 33.69% 34.68% 55.49% 41.58%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.

d. Includes dividends and/or interest expense on securities sold short and security borrowing fees, if any. See below for the ratios of such expenses to average net assets for the periods presented.
e. Benefit of waiver and payments by affiliates rounds to less than 0.01%.
f. Benefit of expense reduction rounds to less than 0.01%.

g. Rounds to less than 0.01%.
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FRANKLIN MUTUAL SHARES VIP FUND

Investment Goal

The Fund’s principal investment goal is capital appreciation.
Its secondary goal is income.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests primarily
to predominantly in equity securities (including securities
convertible into, or that the investment manager expects to
be exchanged for, common or preferred stock) of U.S. and
foreign companies that the investment manager believes are
available at market prices less than their value based on
certain recognized or objective criteria (fundamental value).
The equity securities in which the Fund invests are primarily
common stock. Following this value-oriented strategy, the
Fund invests primarily to predominantly in:

¢ Undervalued Securities - Securities trading at a
discount to fundamental value.

And, to a lesser extent, the Fund also invests in:

e Merger Arbitrage Securities - Securities of companies
involved in restructurings (such as mergers,
acquisitions, consolidations, liquidations, spin-offs, or
tender or exchange offers) or that the investment
manager believes are cheap relative to an economically
equivalent security of another or the same company.

¢ Distressed Companies - Securities of companies that
are, or are about to be, involved in reorganizations,
financial restructurings, or bankruptcy.

An equity security represents a proportionate share of the
ownership of a company; its value is based on the success
or failure of the company's business, any income paid to
stockholders, the value of its assets and general market
conditions. Common stocks and preferred stocks, and
securities convertible into common stocks are examples of
equity securities. The Fund may invest in convertible
securities without regard to the ratings assigned by the
rating services.

In pursuit of its value-oriented strategy, the Fund is not
limited to pre-set maximums or minimums governing the size
of the companies in which it may invest. However, as a
general rule, the Fund invests the equity portion of its
portfolio predominantly in large- and mid-cap companies,
with the remaining portion of its equity portfolio in smaller
companies.

While the Fund does not concentrate in any one industry,
from time to time, based on economic conditions, it may
make significant investments in certain sectors, such as the
financial services and healthcare sectors.

FUND DETAILS

While the Fund generally purchases securities for
investment purposes, the investment manager may seek to
influence or control management, or invest in other
companies that do so, when the investment manager
believes the Fund may benefit.

The Fund may invest a significant portion (up to 35%) of its
assets in foreign securities, which may include sovereign
debt and participations in foreign government debt. The
Fund presently does not intend to invest more than 15% of
its assets in foreign securities. Although the investment
manager will search for investments across a large number
of countries and regions, from time to time, based on
economic conditions, the Fund may have significant
positions in particular countries or regions.

The Fund’s investments in Distressed Companies typically
involve the purchase of bank debt, lower-rated or defaulted
debt securities, comparable unrated debt securities, trade
claims or other indebtedness (or participations in the
indebtedness) of such companies. Such other indebtedness
generally represents a specific commercial loan or portion of
a loan made to a company by a financial institution such as
a bank. Loan participations represent fractional interests in a
company’s indebtedness and are generally made available
by banks or other institutional investors. By purchasing all or
a part of a company’s direct indebtedness, the Fund, in
effect, steps into the shoes of the lender. If the loan is
secured, the Fund will have a priority claim to the assets of
the company ahead of unsecured creditors and
stockholders. The Fund generally makes such investments
to achieve capital appreciation, rather than to seek income.

For purposes of pursuing its investment goal, the Fund, from
time to time, enters into currency-related transactions
involving certain currency-related derivative instruments,
including currency forwards and currency futures contracts
(including currency index futures contracts). The use of
derivative currency transactions may allow the Fund to
obtain net long or net negative (short) exposure to selected
currencies. The Fund may also enter into various other
transactions involving equity-related derivatives, including
put and call options on equity securities and equity total
return swap agreements; and credit-related derivatives,
including credit default swaps. The use of these derivative
transactions may allow the Fund to obtain net long or net
negative (short) exposures to selected countries, currencies
or issuers.

The Fund may use any of the above currency techniques or
other derivative transactions for the purposes of enhancing
Fund returns, increasing liquidity, gaining exposure to
particular instruments in more efficient or less expensive
ways and/or hedging risks relating to changes in currency
exchange rates, market prices and other market factors. By
way of example, when the investment manager believes that
the value of a particular foreign currency is expected to
increase compared to the U.S. dollar, the Fund could enter
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into a forward contract to purchase that foreign currency at a
future date. If at such future date the value of the foreign
currency exceeds the then current amount of U.S. dollars to
be paid by the Fund under the contract, the Fund will
recognize a gain. When used for hedging purposes, a
forward contract or other derivative instrument could be used
to protect against possible declines in a currency’s value
where a security held or to be purchased by the Fund is
denominated in that currency.

A currency forward contract is an obligation to purchase or
sell a specific foreign currency in exchange for another
currency, which may be U.S. dollars, at an agreed exchange
rate (price) at a future date. Currency forwards are typically
individually negotiated and privately traded by currency
traders and their customers in the interbank market.

A futures contract is a standard binding agreement that
trades on an exchange to buy or sell a specified quantity of
an underlying instrument or asset at a specified price at a
specified later date. A “sale” of a futures contract means the
acquisition of a contractual obligation to deliver the
underlying instrument called for by the contract at a specified
price on a specified date. A “purchase” of a futures contract
means the acquisition of a contractual obligation to acquire a
specified quantity of the underlying instrument called for by
the contract at a specified price on a specified date. The
purchase or sale of a futures contract will allow the Fund to
increase or decrease its exposure to the underlying
instrument or asset. Although most futures contracts used by
the Fund allow for a cash payment of the net gain or loss on
the contract at maturity in lieu of delivery of the underlying
instruments, some require the actual delivery or acquisition
of the underlying instrument or asset. The Fund may buy
and sell futures contracts that trade on U.S. and foreign
exchanges.

Swap agreements, such as credit default swaps and total
return swaps, are contracts between the Fund and another
party (the swap counterparty) involving the exchange of
payments on specified terms over periods ranging from a
few days to multiple years. A swap agreement may be
negotiated bilaterally and traded over-the-counter (OTC)
between the two parties (for an uncleared swap) or, in some
instances, must be transacted through a futures commission
merchant (FCM) and cleared through a clearinghouse that
serves as a central counterparty (for a cleared swap). In a
basic swap transaction, the Fund agrees with the swap
counterparty to exchange the returns (or differentials in rates
of return) and/or cash flows earned or realized on a
particular “notional amount” of underlying instruments. The
notional amount is the set amount selected by the parties as
the basis on which to calculate the obligations that they have
agreed to exchange. The parties typically do not actually
exchange the notional amount. Instead, they agree to
exchange the returns that would be earned or realized if the
notional amount were invested in given instruments or at
given interest rates.

For credit default swaps, the “buyer” of the credit default
swap agreement is obligated to pay the “seller” a periodic

stream of payments over the term of the agreement in return
for a payment by the seller that is contingent upon the
occurrence of a credit event with respect to an underlying
reference debt obligation. A buyer of the credit default swap
is purchasing the obligation of its counterparty to offset
losses the buyer could experience if there was such a credit
event. Generally, a credit event means bankruptcy, failure to
timely pay interest or principal, obligation acceleration or
default, or repudiation or restructuring of the reference debt
obligation. The contingent payment by the seller generally is
either the face amount of the reference debt obligation in
exchange for the physical delivery of the reference debt
obligation or a cash payment equal to the decrease in
market value of the reference debt obligation following the
occurrence of the credit event.

A total return swap is an agreement between two parties,
pursuant to which one pays (and the other receives) an
amount equal to the total return (including, typically, income
and capital gains distributions, principal prepayment or
credit) of an underlying reference asset (e.g., a note, bond or
other security, group of securities or securities index) in
exchange for a regular payment, at a floating rate based on
SOFR, or alternatively at a fixed rate or the total rate of
return on another financial instrument. The Fund may take
either position in a total return swap (i.e., the Fund may
receive or pay the total return on the underlying reference
asset).

A call option gives the purchaser of the option, upon
payment of a premium, the right to buy, and the seller the
obligation to sell, the underlying instrument at the exercise
price. Conversely, a put option gives the purchaser of the
option, upon payment of a premium, the right to sell, and the
seller of the option the obligation to buy, the underlying
instrument at the exercise price.

The investment manager considers various factors, such as
availability and cost, in deciding whether to use a particular
derivative instrument or strategy. Moreover, investors should
bear in mind that the Fund is not obligated to actively
engage in any derivative transactions.

The Fund may also engage from time to time in an
"arbitrage" strategy. When engaging in an arbitrage strategy,
the Fund typically buys one security while at the same time
selling short another security. The Fund generally buys the
security that the investment manager believes is either
cheap relative to the price of the other security or otherwise
undervalued, and sells short the security that the investment
manager believes is either expensive relative to the price of
the other security or otherwise overvalued. In doing so, the
Fund attempts to profit from a perceived relationship
between the values of the two securities. The Fund generally
engages in an arbitrage strategy in connection with an
announced corporate restructuring, such as a merger,
acquisition or tender offer, or other corporate action or event.

Portfolio Selection

The investment manager employs a research driven,
fundamental value strategy for the Fund. In choosing equity
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investments, the investment manager focuses on the market
price of a company’s securities relative to the investment
manager’s own evaluation of the company’s fundamental
value, including an analysis of cash flow potential, long-term
earnings, multiples of earnings, cash flow, and book value.
Similarly, debt securities and other indebtedness, including
loan participations, are generally selected based on the
investment manager’s own analysis of the security’s
fundamental value rather than the coupon rate or rating of
the security. The investment manager examines each
investment separately and there are no set criteria as to
specific value parameters, asset size, earnings or industry
type. The investment manager may consider sustainability
issues, including environmental, social, governance (ESG)
factors alongside traditional financial measures to provide a
more comprehensive view of the value, risk and return
potential of an investment. ESG factors may include, but are
not limited to, emissions, energy and waste management,
labor practices and relations, exposure to potential
regulatory changes, and corporate governance. The
investment manager’s fundamental research analysts, using
their industry expertise, evaluate which factors the
investment manager believes to be material to the
investment and incorporate both the risks and opportunities
of these factors into their fundamental valuation. The weight
given to consideration of any factor will vary depending on
the analyst’s assessment of both the potential materiality
and probability of that factor, and will only be one component
of any investment decision. In addition, ESG factors
considered may change over time. The investment manager
does not assess every investment for ESG factors and,
when it does, not every ESG factor may be identified or
evaluated. For example, the investment manager’s
assessment of investments in special situations investments,
notably merger arbitrage and distressed debt, generally
does not include analysis of ESG factors.

Exclusion of Investment Manager from Commodity
Pool Operator Definition

With respect to the Fund, the investment manager has
claimed an exclusion from the definition of “commaodity pool
operator” (CPO) under the Commodity Exchange Act (CEA)
and the rules of the Commaodity Futures Trading
Commission (CFTC) and, therefore, is not subject to CFTC
registration or regulation as a CPO. In addition, with respect
to the Fund, the investment manager is relying upon a
related exclusion from the definition of “commodity trading
advisor” (CTA) under the CEA and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among
other things, to adhere to certain limits on its investments in
commodity futures, commaodity options and swaps, which in
turn include non-deliverable currency forward contracts, as
further described in the Fund's Statement of Additional
Information (SAl). Because the investment manager and the
Fund intend to comply with the terms of the CPO exclusion,
the Fund may, in the future, need to adjust its investment
strategies, consistent with its investment goal, to limit its
investments in these types of instruments. The Fund is not
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intended as a vehicle for trading in the commaodity futures,
commodity options, or swaps markets. The CFTC has
neither reviewed nor approved the investment manager’s
reliance on these exclusions, or the Fund, its investment
strategies or this prospectus.

Temporary Investments

The investment manager may keep a portion, which may be
significant at times, of the Fund's assets in cash or invested
in high-quality short-term, money market instruments,
corporate debt, or direct or indirect U.S. and non-U.S.
government and agency obligations, when it believes that
insufficient investment opportunities meeting the Fund's
investment criteria exist or that it may otherwise be
necessary to maintain liquidity. For example, when
prevailing market valuations for securities are high, there
may be fewer securities available at prices below their
fundamental value. In addition, when the investment
manager believes market or economic conditions are
unfavorable for investors or seeks to maintain liquidity, the
investment manager may invest up to 100% of the Fund's
assets in U.S. or non-U.S. dollar denominated short-term
investments, including cash or cash equivalents. In these
circumstances, the Fund may be unable to pursue its
investment goals.

Principal Risks

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual
issuers (such as the results of supply and demand), or
sectors within the securities markets. The value of a security
or other investment also may go up or down due to general
market conditions that are not specifically related to a
particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates, inflation or
exchange rates, or adverse investor sentiment generally.
Furthermore, events involving limited liquidity, defaults, non-
performance or other adverse developments that affect one
industry, such as the financial services industry, or concerns
or rumors about any events of these kinds, have in the past
and may in the future lead to market-wide liquidity problems,
may spread to other industries, and could negatively affect
the value and liquidity of the Fund'’s investments. In addition,
unexpected events and their aftermaths, such as the spread
of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war;
and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economic
prospects of many companies, sectors, nations, regions and
the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities
markets, multiple asset classes may decline in value. When
markets perform well, there can be no assurance that
securities or other investments held by the Fund will
participate in or otherwise benefit from the advance.
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Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

The long-term impact of the COVID-19 pandemic and its
subsequent variants on economies, markets, industries and
individual issuers is not known. The U.S. government and
the Federal Reserve, as well as certain foreign governments
and central banks, took extraordinary actions to support
local and global economies and the financial markets in
response to the COVID-19 pandemic. This and other
government intervention into the economy and financial
markets have resulted in a large expansion of government
deficits and debt, the long-term consequences of which are
not known.

The United States and various countries are currently
involved in disputes over trade and other matters, which may
result in tariffs, investment restrictions and other adverse
impacts on affected companies and securities. Trade
disputes may adversely affect the economies of the United
States and its trading partners, as well as companies directly
or indirectly affected by tariffs or restrictions and financial
markets generally. For example, the United States has
imposed tariffs and other trade barriers on Chinese exports,
has restricted sales of certain categories of goods to China,
and has established barriers to investments in China. The
United States government has prohibited U.S. persons from
investing in Chinese companies designated as related to the
Chinese military. These and possible future restrictions
could limit the Fund’s opportunities for investment and
require the sale of securities at a loss or make them illiquid.
Moreover, the Chinese government is involved in a
longstanding dispute with Taiwan that has included threats
of invasion. If the political climate between the United States
and China does not improve or continues to deteriorate, if
China were to attempt unification of Taiwan by force, or if
other geopolitical conflicts develop or get worse, economies,
markets and individual securities may be severely affected
both regionally and globally, and the value of the Fund'’s
assets may go down.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Value Style Investing

Value securities may not increase in price as anticipated by
the investment manager, and may even decline further in
value, if other investors fail to recognize the company's
value, or favor investing in faster-growing companies, or if
the events or factors that the investment manager believes
will increase a security’s market value do not occur.

The Fund's bargain-driven focus may result in the Fund
choosing securities that are not widely followed by other
investors. Securities that are considered "cheaply" priced

also may include those of companies reporting poor
earnings, companies whose share prices have declined
sharply (such as growth companies that have recently
stumbled to levels considered “cheap” in the investment
manager’s opinion), turnarounds, cyclical companies, or
companies emerging from bankruptcy. All of these securities
may have a higher risk of being ignored or rejected, and
therefore undervalued, by the market, or decreasing further
in value.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
operations. These risks can increase the potential for
investment loss in the Fund and may include, among others,
currency risks (such as fluctuations in currency exchange
rates and currency devaluations); country risks (such as
political, diplomatic, or regional conflicts, terrorism or war,
social and economic instability, and internal or external
policies or economic sanctions limiting or restricting foreign
investment, the movement of assets or other economic
activity); and risks associated with the state of a country's
financial markets and legal institutions. Other foreign
securities risks may include unfavorable trading, settlement
or custodial practices, unfavorable tax policies, less
government supervision, less publicly available information,
less stringent investor protection standards, limited legal
redress for violations of law, limited trading markets and
greater illiquidity and greater price volatility.

Regional: Adverse conditions in a certain region or country
can adversely affect securities of issuers in other countries
whose economies appear to be unrelated. To the extent that
the Fund invests a significant portion of its assets in a
specific geographic region or a particular country, the Fund
will generally have more exposure to the risks affecting that
specific geographic region or country. In the event of
economic or political turmoil or a deterioration of diplomatic
relations in a region or country where a substantial portion of
the Fund’s assets are invested, the Fund may experience
substantial illiquidity or reduction in the value of the Fund’s
investments.

The risk of investments in Europe may be heightened due to
the current uncertainty concerning the ultimate economic
consequences and geopolitical effects of Russia's military
invasion of Ukraine in February 2022 and concerns
regarding potential escalation in the region, which has
increased market volatility.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Financial services companies: Financial services
companies are subject to extensive government regulation
that may affect their profitability in many ways, including by
limiting the amount and types of loans and other
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commitments they can make, and the interest rates and fees
they can charge. A financial services company's profitability,
and therefore its stock prices, is especially sensitive to
interest rate changes as well as the ability of borrowers to
repay their loans. Changing regulations, continuing
consolidations, and development of new products and
structures all are likely to have a significant impact on
financial services companies.

Healthcare companies: The activities of healthcare
companies may be funded or subsidized by federal and
state governments. If government funding and subsidies are
reduced or discontinued, the profitability of these companies
could be adversely affected. Healthcare companies may
also be affected by government policies on healthcare
reimbursements, regulatory approval for new drugs and
medical products, and similar matters. They are also subject
to legislative risk, i.e., the risks associated with the reform of
the healthcare system through legislation.

Small and Mid Capitalization Companies: While small
and mid capitalization companies may offer substantial
opportunities for capital growth, they also may involve more
risks than larger companies. Historically, securities issued by
small and mid capitalization companies have been more
volatile in price than securities that are issued by larger
companies, especially over the short term. Among the
reasons for the greater price volatility are the less certain
growth prospects of small and mid capitalization companies,
the lower degree of liquidity in the markets for such
securities, and the greater sensitivity of small and mid
capitalization companies to changing economic conditions.

In addition, small and mid capitalization companies may lack
depth of management, be unable to generate funds
necessary for growth or development, have limited product
lines or be developing or marketing new products or services
for which markets are not yet established and may never
become established. Small and mid capitalization
companies may be particularly affected by interest rate
increases, as they may find it more difficult to borrow money
to continue or expand operations, or may have difficulty in
repaying loans, particularly those with floating interest rates.

Derivative Instruments: The performance of derivative
instruments depends largely on the performance of an
underlying instrument, such as a currency, security, interest
rate or index, and such instruments often have risks similar
to the underlying instrument, in addition to other risks.
Derivative instruments involve costs and can create
economic leverage in the Fund’s portfolio, which may result
in significant volatility and cause the Fund to participate in
losses (as well as gains) in an amount that significantly
exceeds the Fund’s initial investment. Other risks include
illiquidity, mispricing or improper valuation of the derivative
instrument, and imperfect correlation between the value of
the derivative and the underlying instrument so that the Fund
may not realize the intended benefits. Their successful use
will usually depend on the investment manager’s ability to
accurately forecast movements in the market relating to the
underlying instrument. Should a market or markets, or prices

FUND DETAILS

of particular classes of investments, move in an unexpected
manner, especially in unusual or extreme market conditions,
the Fund may not realize the anticipated benefits of the
transaction, and it may realize losses, which could be
significant. If the investment manager is not successful in
using such derivative instruments, the Fund’s performance
may be worse than if the investment manager did not use
such derivative instruments at all. When a derivative is used
for hedging, the change in value of the derivative instrument
also may not correlate specifically with the currency,
security, interest rate index or other risk being hedged.
There is also the risk, especially under extreme market
conditions, that an instrument, which usually would operate
as a hedge, provides no hedging benefits at all.

Use of these instruments could also result in a loss if the
counterparty to the transaction does not perform as
promised, including because of such counterparty’s
bankruptcy or insolvency. This risk is heightened with
respect to over-the-counter (OTC) instruments, such as
certain swap agreements and may be greater during volatile
market conditions. Other risks include the inability to close
out a position because the trading market becomes illiquid
(particularly in the OTC markets) or the availability of
counterparties becomes limited for a period of time. In
addition, the presence of speculators in a particular market
could lead to price distortions. To the extent that the Fund is
unable to close out a position because of market illiquidity,
the Fund may not be able to prevent further losses of value
in its derivatives holdings and the Fund'’s liquidity may be
impaired. Some derivatives can be particularly sensitive to
changes in interest rates or other market prices. Investors
should bear in mind that, while the Fund intends to use
derivative strategies on a regular basis, it is not obligated to
actively engage in these transactions, generally or in any
particular kind of derivative, if the investment manager elects
not to do so due to availability, cost or other factors.

Many swaps currently are, and others eventually are
expected to be, required to be cleared through a central
counterparty. Central clearing is designed to reduce
counterparty credit risk and increase liquidity compared to
OTC swaps, but it does not eliminate those risks completely.
With cleared swaps, there is also a risk of loss by the Fund
of its initial and variation margin deposits in the event of
bankruptcy of the futures commission merchant (FCM) with
which the Fund has an open position, or the central
counterparty in a swap contract. With cleared swaps, the
Fund may not be able to obtain as favorable terms as it
would be able to negotiate for a bilateral, uncleared swap. In
addition, an FCM may unilaterally amend the terms of its
agreement with the Fund, which may include the imposition
of position limits or additional margin requirements with
respect to the Fund’s investment in certain types of swaps.
The regulation of cleared and uncleared swaps, as well as
other derivatives, is a rapidly changing area of law and is
subject to modification by government and judicial action. In
addition, the SEC, Commodity Futures Trading Commission
(CFTC) and the exchanges are authorized to take
extraordinary actions in the event of a market emergency. It
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is not possible to predict fully the effects of current or future
regulation.

The use of derivative strategies may also have a tax impact
on the Fund. The timing and character of income, gains or
losses from these strategies could impair the ability of the
investment manager to use derivatives when it wishes to do
SO.

Merger Arbitrage Securities and Distressed Companies:
A merger or other restructuring, or a tender or exchange
offer, proposed or pending at the time the Fund invests in
merger arbitrage securities may not be completed on the
terms or within the time frame contemplated, which may
result in losses to the Fund. Debt obligations of distressed
companies typically are unrated, lower-rated, in default or
close to default and are generally more likely to become
worthless than the securities of more financially stable
companies.

Liquidity: Liquidity risk exists when the markets for
particular securities or types of securities or other
investments are or become relatively illiquid so that the Fund
is unable, or it becomes more difficult for the Fund, to sell
the security or other investment at the price at which the
Fund has valued the security. llliquidity may result from
political, economic or issuer specific events; supply/demand
imbalances; changes in a specific market’s size or structure,
including the number of participants; or overall market
disruptions. Securities or other investments with reduced
liquidity or that become illiquid may involve greater risk than
securities with more liquid markets. Market prices or
quotations for illiquid securities may be volatile, and there
may be large spreads between bid and ask prices. Reduced
liquidity may have an adverse impact on market price and
the Fund's ability to sell particular securities when necessary
to meet the Fund's liquidity needs, which may arise or
increase in response to a specific economic event or
because the investment manager wishes to purchase
particular investments or believes that a higher level of
liquidity would be advantageous. An investment may
become illiquid if the Fund and its affiliates receive material
non-public information about the issuer or the investment. To
the extent that the Fund and its affiliates hold a significant
portion of an issuer's outstanding securities, the Fund may
be subject to greater liquidity risk than if the issuer's
securities were more widely held.

Management: The Fund is actively managed and could
experience losses (realized and unrealized) if the investment
manager’s judgment about markets, interest rates or the
attractiveness, relative values, liquidity, or potential
appreciation of particular investments made for the Fund's
portfolio prove to be incorrect. The Fund could also
experience losses if there are imperfections, errors or
limitations in the models, tools, and data used by the
investment manager or if the investment manager’s
techniques or investment decisions do not produce the
desired results. 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.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused companies. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. The investment manager does not assess every
investment for ESG factors and, when it does, not every
ESG factor may be identified or evaluated. The investment
manager’s assessment of an issuer may differ from that of
investors, third-party service providers, such as ratings
providers, and other funds. As a result, securities selected
by the investment manager may not reflect the beliefs and
values of any particular investor. The investment manager
also may be dependent on the availability of timely,
complete and accurate ESG data being reported by issuers
and/or third-party research providers to evaluate ESG
factors. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.
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More detailed information about the Fund and its policies
and risks can be found in the Fund's Statement of Additional
Information (SAl).

A description of the Fund's policies and procedures
regarding the release of portfolio holdings information is also
available in the Fund's SAI. Portfolio holdings information
can be viewed online at www.franklintempleton.com.

Management

Franklin Mutual Advisers, LLC (Franklin Mutual), 101 John
F. Kennedy Parkway, Short Hills, NJ 07078, is the Fund’s
investment manager.

The Fund is managed by a team of dedicated professionals
focused on investments in equity securities they consider to
be undervalued. The portfolio managers of the Fund are as
follows:

Christian Correa, CFA Portfolio Manager*

Mr. Correa has been a portfolio manager of the Fund since
2020. He joined Franklin Templeton in 2003.

Grace Hoefig Portfolio Manager

Ms. Hoefig has been a portfolio manager of the Fund since
2020. She joined Franklin Templeton in 2008.

Aman Gupta, CFA Portfolio Manager

Mr. Gupta has been a portfolio manager of the Fund since
2025. He joined Franklin Templeton in 2010.

*Effective June 30, 2026, Christian Correa will step down as
a member of the Fund’s portfolio management team.

The portfolio managers of the Fund are jointly and primarily
responsible for the day-to-day management of the Fund's
portfolio. They have equal authority over all aspects of the
Fund's investment portfolio, including, but not limited to,
purchases and sales of individual securities, portfolio risk
assessment, and the management of daily cash balances in
accordance with anticipated investment management
requirements. The degree to which each portfolio manager
may perform these functions, and the nature of these
functions, may change from time to time.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The Fund’s SAI provides additional information about
portfolio manager compensation, other accounts that they
manage and their ownership of Fund shares.

The Fund pays Franklin Mutual a fee for managing the
Fund’s assets.

Franklin Mutual has agreed to reduce its fees to reflect
reduced services resulting from the Fund’s investments in
Franklin Templeton affiliated funds. This arrangement
cannot be terminated prior to April 30, 2027 without approval
of the board of trustees.

For the fiscal year ended December 31, 2025, the Fund paid
Franklin Mutual an effective management fee of 0.67% of
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the Fund’s average net assets for investment management
services.

A discussion regarding the basis for the board of trustees’
approval of the Fund’s investment management agreement
is available in the Fund’s report on Form N-CSR for the
period ended June 30, 2025.

Manager of Managers Structure

The investment manager and the Trust have received an
exemptive order from the SEC that allows the Fund to
operate in a “manager of managers” structure whereby the
investment manager can appoint and replace both wholly-
owned and unaffiliated sub-advisors, and enter into, amend
and terminate sub-advisory agreements with such sub-
advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers
Structure). The Fund will, however, inform shareholders of
the hiring of any new sub-advisor within 90 days after the
hiring. The SEC exemptive order provides the Fund with
greater flexibility and efficiency and alleviates the need for
the Fund to incur the expense and delays associated with
obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect
to the Fund is subject to certain conditions that are set forth
in the SEC exemptive order. Under the Manager of
Managers Structure, the investment manager has the
ultimate responsibility, subject to oversight by the Fund's
board of trustees, to oversee sub-advisors and recommend
their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the
Fund's board of trustees: set the Fund's overall investment
strategy; evaluate, select and recommend sub-advisors to
manage all or a portion of the Fund's assets; and implement
procedures reasonably designed to ensure that each sub-
advisor complies with the Fund's investment goal, policies
and restrictions. Subject to review by the Fund's board of
trustees, the investment manager will allocate and, when
appropriate, reallocate the Fund's assets among sub-
advisors and monitor and evaluate the sub-advisors’
performance.
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Financial Highlights

This table presents the financial performance of Fund shares for the past five years or since inception. The table shows certain
information on a single Fund share basis (per share performance). It also shows some key Fund statistics, such as total return
(past performance) and expense ratios. Total return represents the annual change in value of a share assuming reinvestment of
dividends and capital gains. This information has been audited by PricewaterhouseCoopers LLP, an independent registered
public accounting firm, whose report, along with the Fund's financial statements, are available on the Fund's website and are
included in the Form N-CSR filed with the SEC covering the period ended December 31, 2025, which is available upon request.
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Year Ended December 31,

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $16.84 $15.74 $15.53 $19.62 $16.93
Income from investment operations?:

Net investment income® 0.33 0.36 0.35 0.32 0.27

Net realized and unrealized gains (losses) 1.58 147 1.60 (1.99) 3.02
Total from investment operations 191 1.83 1.95 (1.67) 3.29
Less distributions from:

Net investment income (0.40) (0.38) (0.35) (0.40) (0.60)

Net realized gains (1.75) (0.35) (1.39) (2.02) —
Total distributions (2.15) (0.73) (1.74) (2.42) (0.60)
Net asset value, end of year $16.60 $16.84 $15.74 $15.53 $19.62
Total returnc 11.81% 11.50% 13.73% (7.15)% 19.52%
Ratios to average net assets
Expenses’ 0.69%° 0.69% 0.68%¢ 0.66%¢ 0.73%¢
Expenses - incurred in connection with securities sold short —% —% —%? —%? 0.02%
Net investment income 1.91% 2.14% 2.24% 1.82% 1.44%
Supplemental data
Net assets, end of year (000's) $146,323 $131,681 $121,126 $105,334 $116,861
Portfolio turnover rate 56.84% 32.95% 50.67% 59.99% 47.31%"

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.

d. Includes dividends and/or interest expense on securities sold short and security borrowing fees, if any. See below for the ratios of such expenses to average net assets for the periods presented.

e. Benefit of waiver and payments by affiliates rounds to less than 0.01%.
f. Benefit of expense reduction rounds to less than 0.01%.
g. Rounds to less than 0.01%.

h. Excludes the value of portfolio activity as a result of in-kind transactions.
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Franklin Mutual Shares VIP Fund - Class 2
Year Ended December 31,
2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $16.39 $15.33 $15.16 $19.20 $16.59
Income from investment operations?:

Net investment income® 0.28 0.31 0.31 0.27 0.22

Net realized and unrealized gains (losses) 1.53 143 1.56 (1.95) 2.95
Total from investment operations 1.81 1.74 1.87 (1.68) 3.17
Less distributions from:

Net investment income (0.35) (0.33) (0.31) (0.34) (0.56)

Net realized gains (1.75) (0.35) (1.39) (2.02) —
Total distributions (2.10) (0.68) (1.70) (2.36) (0.56)
Net asset value, end of year $16.10 $16.39 $15.33 $15.16 $19.20
Total return® 11.52% 11.27% 13.46% (7.43)% 19.17%
Ratios to average net assets
Expenses¢ 0.94%¢ 0.94% 0.93%¢ 0.91%¢f 0.98%¢
Expenses - incurred in connection with securities sold short —% —% —%9 —%9 0.02%
Net investment income 1.67% 1.89% 1.99% 1.55% 1.17%
Supplemental data
Net assets, end of year (000's) $1,720,465 $1,765,869 $1,882,088 $1,786,501 $2,517,899
Portfolio turnover rate 56.84% 32.95% 50.67% 59.99% 47.31%"

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.

d. Includes dividends and/or interest expense on securities sold short and security borrowing fees, if any. See below for the ratios of such expenses to average net assets for the periods presented.

e. Benefit of waiver and payments by affiliates rounds to less than 0.01%.

f. Benefit of expense reduction rounds to less than 0.01%.
g. Rounds to less than 0.01%.

h. Excludes the value of portfolio activity as a result of in-kind transactions.
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Franklin Mutual Shares VIP Fund - Class 4

Year Ended December 31,

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $16.61 $15.53 $15.34 $19.39 $16.75
Income from investment operations?:

Net investment income® 0.26 0.30 0.29 0.26 0.20

Net realized and unrealized gains (losses) 1.57 1.45 1.58 (1.97) 2.98
Total from investment operations 1.83 1.75 1.87 (1.71) 3.18
Less distributions from:

Net investment income (0.34) (0.32) (0.29) (0.32) (0.54)

Net realized gains (1.75) (0.35) (1.39) (2.02) —
Total distributions (2.09) (0.67) (1.68) (2.34) (0.54)
Net asset value, end of year $16.35 $16.61 $15.53 $15.34 $19.39
Total returnc 11.45% 11.16% 13.31% (7.47)% 19.06%
Ratios to average net assets
Expenses’ 1.04%¢ 1.04% 1.03%=f 1.01%sf 1.08%¢f
Expenses - incurred in connection with securities sold short —% —% —%? —%? 0.02%
Net investment income 1.57% 1.79% 1.88% 1.47% 1.06%
Supplemental data
Net assets, end of year (000's) $107,441 $102,461 $103,475 $99,603 $120,424
Portfolio turnover rate 56.84% 32.95% 50.67% 59.99% 47.31%"

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying
investment vehicle.

d. Includes dividends and/or interest expense on securities sold short and security borrowing fees, if any. See below for the ratios of such expenses to average net assets for the periods presented.
e. Benefit of waiver and payments by affiliates rounds to less than 0.01%.

f. Benefit of expense reduction rounds to less than 0.01%.

g. Rounds to less than 0.01%.

h. Excludes the value of portfolio activity as a result of in-kind transactions.
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FRANKLIN RISING DIVIDENDS VIP FUND

Investment Goal

The Fund's investment goal is long-term capital
appreciation. Preservation of capital, while not a goal, is also
an important consideration.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests at least
80% of its net assets in equity securities of financially sound
companies that have paid consistently rising dividends.
Shareholders will be given at least 60 days’ advance notice
of any change to this 80% policy. The Fund invests
predominantly in equity securities, mostly common stocks.
Companies that have paid consistently rising dividends
include those companies that currently pay dividends on
their common stocks and have maintained or increased their
dividend rate during the last four consecutive years. Under
normal market conditions, the Fund invests at least 65% of
its net assets in securities of companies that have:

e consistently increased dividends in at least 8 out of the
last 10 years and have not decreased dividends during
that time;

e increased dividends substantially (at least 100%) over
the last 10 years;

e reinvested earnings, paying out less than 65% of current
earnings in dividends (except for utility companies); and

e either long-term debt that is no more than 50% of total
capitalization (except for utility companies) or senior
debt that has been rated investment grade by at least
one of the major bond rating organizations.

In addition to the criteria above, the investment manager
utilizes a comprehensive suite of valuation tools in seeking
investments which trade below the investment manager’s
view of intrinsic value.

The Fund typically invests the rest of its assets in equity
securities of companies that pay dividends but do not meet
all of these criteria. Although the investment manager
searches for investments that it believes to meet the criteria
across all sectors, from time to time, based on economic
conditions, the Fund may have significant positions in
particular sectors including, for example, information
technology, industrials and health care.

The Fund may invest in equity securities of any size
company including small and mid capitalization companies.

An equity security represents a proportionate share of the
ownership of a company; its value is based on the success
or failure of the company’s business, any income paid to

stockholders, the value of its assets and general market
conditions. Common stocks, preferred stocks and securities
convertible into common stock are examples of equity
securities.

The Fund may invest up to 15% of its total assets in foreign
securities.

Portfolio Selection

The investment manager is a research driven, fundamental
investor. As a "bottom-up" investor focusing primarily on
individual securities, the investment manager looks for
companies that it believes meet the criteria above and are
fundamentally sound and attempts to acquire them at
attractive prices. In following these criteria, the Fund does
not necessarily focus on companies whose securities pay a
high dividend rate but rather on companies that consistently
increase their dividends.

Alongside traditional financial and economic analyses, the
investment manager assesses the potential impacts of
material environmental, social and governance (ESG)
factors on a company, which the investment manager
believes provide a measure of the company’s sustainability.
In analyzing ESG factors, the investment manager assesses
whether a company’s practices pose a material financial risk
or opportunity. Consideration of ESG factors and risks is
only one component of the investment manager’s
assessment of eligible investments and may not be a
determinative factor in the investment manager’s final
decision on whether to invest in a security. In addition, the
weight given to ESG factors may vary across types of
investments, industries, regions and issuers and ESG
factors and weights considered may change over time. In
certain circumstances, there may be times when not every
investment is assessed for ESG factors and, when they are,
not every ESG factor may be identified or evaluated.

Exclusion of Investment Manager from Commodity
Pool Operator Definition

With respect to the Fund, the investment manager has
claimed an exclusion from the definition of “commaodity pool
operator” (CPO) under the Commodity Exchange Act (CEA)
and the rules of the Commodity Futures Trading
Commission (CFTC) and, therefore, is not subject to CFTC
registration or regulation as a CPO. In addition, with respect
to the Fund, the investment manager is relying upon a
related exclusion from the definition of “commaodity trading
advisor” (CTA) under the CEA and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among
other things, to adhere to certain limits on its investments in
commodity futures, commodity options and swaps, which in
turn include non-deliverable currency forward contracts, as
further described in the Fund's Statement of Additional
Information (SAl). Because the investment manager and the
Fund intend to comply with the terms of the CPO exclusion,
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the Fund may, in the future, need to adjust its investment
strategies, consistent with its investment goal, to limit its
investments in these types of instruments. The Fund is not
intended as a vehicle for trading in the commaodity futures,
commodity options, or swaps markets. The CFTC has
neither reviewed nor approved the investment manager’s
reliance on these exclusions, or the Fund, its investment
strategies or this prospectus.

Temporary Investments

When the investment manager believes market or economic
conditions are unfavorable for investors, the investment
manager may invest up to 100% of the Fund’s assets in a
temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high
quality short-term investments. Temporary defensive
investments generally may include short-term U.S.
government securities, high grade commercial paper, bank
obligations, repurchase agreements, money market fund
shares (including shares of an affiliated money market fund),
and other money market instruments. The investment
manager also may invest in these types of securities or hold
cash while looking for suitable investment opportunities or to
maintain liquidity. In these circumstances, the Fund may be
unable to achieve its investment goal.

Principal Risks

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual
issuers (such as the results of supply and demand), or
sectors within the securities markets. The value of a security
or other investment also may go up or down due to general
market conditions that are not specifically related to a
particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates, inflation or
exchange rates, or adverse investor sentiment generally.
Furthermore, events involving limited liquidity, defaults, non-
performance or other adverse developments that affect one
industry, such as the financial services industry, or concerns
or rumors about any events of these kinds, have in the past
and may in the future lead to market-wide liquidity problems,
may spread to other industries, and could negatively affect
the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread
of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war;
and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economic
prospects of many companies, sectors, nations, regions and
the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities
markets, multiple asset classes may decline in value. When
markets perform well, there can be no assurance that
securities or other investments held by the Fund will
participate in or otherwise benefit from the advance.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

The long-term impact of the COVID-19 pandemic and its
subsequent variants on economies, markets, industries and
individual issuers is not known. The U.S. government and
the Federal Reserve, as well as certain foreign governments
and central banks, took extraordinary actions to support
local and global economies and the financial markets in
response to the COVID-19 pandemic. This and other
government intervention into the economy and financial
markets have resulted in a large expansion of government
deficits and debt, the long-term consequences of which are
not known.

The United States and various countries are currently
involved in disputes over trade and other matters, which may
result in tariffs, investment restrictions and other adverse
impacts on affected companies and securities. Trade
disputes may adversely affect the economies of the United
States and its trading partners, as well as companies directly
or indirectly affected by tariffs or restrictions and financial
markets generally. For example, the United States has
imposed tariffs and other trade barriers on Chinese exports,
has restricted sales of certain categories of goods to China,
and has established barriers to investments in China. The
United States government has prohibited U.S. persons from
investing in Chinese companies designated as related to the
Chinese military. These and possible future restrictions
could limit the Fund’s opportunities for investment and
require the sale of securities at a loss or make them illiquid.
Moreover, the Chinese government is involved in a
longstanding dispute with Taiwan that has included threats
of invasion. If the political climate between the United States
and China does not improve or continues to deteriorate, if
China were to attempt unification of Taiwan by force, or if
other geopolitical conflicts develop or get worse, economies,
markets and individual securities may be severely affected
both regionally and globally, and the value of the Fund'’s
assets may go down.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Investing Style: The investment manager’s investment
selection process focuses on growth oriented companies
and incorporates value oriented analysis. Such a strategy
results in investments in both growth and value stocks, or in
stocks with characteristics of both. Growth stock prices
reflect projections of future earnings or revenues and can fall
dramatically if the company fails to meet those projections.
With respect to value stocks, if other investors fail to
recognize the company’s value, or favor investing in faster-
growing companies, value stocks may not increase in value
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as anticipated by the Fund's investment manager or may
decline even further.

Dividend-Oriented Companies: Issuers that have paid
regular dividends or distributions to shareholders may not
continue to do so in the future. An issuer may reduce or
eliminate future dividends or distributions at any time and for
any reason. The value of a security of an issuer that has
paid dividends in the past may decrease if the issuer
reduces or eliminates future payments to its shareholders. If
the dividends or distributions received by the Fund
decreases, the Fund may have less income to distribute to
the Fund's shareholders.

Small and Mid Capitalization Companies: While small
and mid capitalization companies may offer substantial
opportunities for capital growth, they also may involve more
risks than larger companies. Historically, securities issued by
small and mid capitalization companies have been more
volatile in price than securities that are issued by larger
companies, especially over the short term. Among the
reasons for the greater price volatility are the less certain
growth prospects of small and mid capitalization companies,
the lower degree of liquidity in the markets for such
securities, and the greater sensitivity of small and mid
capitalization companies to changing economic conditions.

In addition, small and mid capitalization companies may lack
depth of management, be unable to generate funds
necessary for growth or development, have limited product
lines or be developing or marketing new products or services
for which markets are not yet established and may never
become established. Small and mid capitalization
companies may be particularly affected by interest rate
increases, as they may find it more difficult to borrow money
to continue or expand operations, or may have difficulty in
repaying loans, particularly those with floating interest rates.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Information technology companies: Companies in the
information technology sector have historically been volatile
due to the rapid pace of product change and development
within the sector. For example, their products and services
may not prove commercially successful or may become
obsolete quickly. In addition, delays in or cancellation of the
release of anticipated products or services may also affect
the price of an information technology company’s stock.
Information technology companies are subject to significant
competitive pressures, such as new market entrants,
aggressive pricing and tight profit margins. The activities of
these companies may also be adversely affected by
changes in government regulations, worldwide technological
developments or investor perception of a company and/or its
products or services. The stock prices of companies
operating within this sector may be subject to abrupt or
erratic movements.

FUND DETAILS

Industrials companies: The stock prices of companies in the
industrials sector are affected by supply and demand both
for their specific product or service and for industrials sector
products in general. Companies in the industrials sector may
be adversely affected by changes in government regulation,
world events and economic conditions. In addition, these
companies are at risk for environmental damage and
product liability claims. Companies in this sector could be
adversely affected by commodity price volatility, changes in
exchange rates, imposition of export or import controls,
increased competition, depletion of resources, technological
developments and labor relations.

Healthcare companies: The activities of healthcare
companies may be funded or subsidized by federal and
state governments. If government funding and subsidies are
reduced or discontinued, the profitability of these companies
could be adversely affected. Healthcare companies may
also be affected by government policies on healthcare
reimbursements, regulatory approval for new drugs and
medical products, and similar matters. They are also subject
to legislative risk, i.e., the risks associated with the reform of
the healthcare system through legislation.

Management: The Fund is actively managed and could
experience losses if the investment manager’s judgment
about markets, interest rates or the attractiveness, relative
values, liquidity, or potential appreciation of particular
investments made for the Fund's portfolio prove to be
incorrect. The Fund could also experience losses if there are
imperfections, errors or limitations in the models, tools, and
data used by the investment manager or if the investment
manager’s techniques or investment decisions do not
produce the desired results. 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.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
operations. These risks can increase the potential for
investment loss in the Fund and may include, among others,
currency risks (such as fluctuations in currency exchange
rates and currency devaluations); country risks (such as
political, diplomatic, or regional conflicts, terrorism or war,
social and economic instability, and internal or external
policies or economic sanctions limiting or restricting foreign
investment, the movement of assets or other economic
activity); and risks associated with the state of a country's
financial markets and legal institutions. Other foreign
securities risks may include unfavorable trading, settlement
or custodial practices, unfavorable tax policies, less
government supervision, less publicly available information,
less stringent investor protection standards, limited legal
redress for violations of law, limited trading markets and
greater illiquidity and greater price volatility.
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ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused issuers and may have lower or
adverse ESG assessments. Consideration of ESG factors
may affect the Fund’s exposure to certain issuers or
industries and may not work as intended. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. In certain circumstances, there may be times when
not every investment is assessed for ESG factors and, when
they are, not every ESG factor may be identified or
evaluated. The investment manager’s assessment of an
issuer's ESG factors is subjective and will likely differ from
that of investors, third party service providers (e.g., ratings
providers) and other funds. As a result, securities selected
by the investment manager may not reflect the beliefs and
values of any particular investor. The investment manager
also may be dependent on the availability of timely,
complete and accurate ESG data reported by issuers and/or
third-party research providers, the timeliness, completeness
and accuracy of which is out of the investment manager’s
control. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.

More detailed information about the Fund and its policies
and risks can be found in the Fund's Statement of Additional
Information (SAl).

A description of the Fund's policies and procedures
regarding the release of portfolio holdings information is also
available in the Fund's SAl. Portfolio holdings information
can be viewed online at www.franklintempleton.com.

Management

Franklin Advisers, Inc. (Advisers), One Franklin Parkway,
San Mateo, California 94403-19086, is the Fund’s investment
manager.

The Fund is managed by a team of dedicated professionals
focused on investments that have paid rising dividends. The
portfolio managers of the Fund are as follows:

Matthew D. Quinlan Senior Vice President of Advisers
Mr. Quinlan has been a co-lead portfolio manager of the
Fund since 2019. He joined Franklin Templeton in 2005.

Amritha Kasturirangan, CFA Portfolio Manager of
Advisers

Ms. Kasturirangan has been co-lead portfolio manager of the
Fund since 2024 and a portfolio manager of the Fund since
2019. She joined Franklin Templeton in 2009.

Nayan Sheth, CFA Portfolio Manager of Advisers*

Mr. Sheth has been a portfolio manager of the Fund since
2019. He joined Franklin Templeton in 2014.

*Effective May 31, 2026, Nayan Sheth will step down as a
member of the Fund’s portfolio management team.

As co-lead portfolio managers of the Fund, Mr. Quinlan and
Ms. Kasturirangan are jointly and primarily responsible for
the day-to-day management of the Fund's portfolio. They
have equal authority over all aspects of the Fund's
investment portfolio, including, but not limited to, purchases
and sales of individual securities, portfolio risk assessment,
and the management of daily cash balances in accordance
with anticipated investment management requirements. The
degree to which each portfolio manager may perform these
functions, and the nature of these functions, may change
from time to time. Mr. Sheth provides research and advice
on the purchases and sales of individual securities, and
portfolio risk assessments.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.
The Fund’s SAI provides additional information about

portfolio manager compensation, other accounts that they
manage and their ownership of Fund shares.

The Fund pays Advisers a fee for managing the Fund’s
assets.

Advisers has agreed to reduce its fees to reflect reduced
services resulting from the Fund’s investments in Franklin
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Templeton affiliated funds. This arrangement cannot be
terminated prior to April 30, 2027 without approval of the
board of trustees.

For the fiscal year ended December 31, 2025, the Fund paid
Advisers an effective management fee of 0.62% of the
Fund’s average net assets for investment management
services.

A discussion regarding the basis for the board of trustees’
approval of the Fund’s investment management agreement
is available in the Fund’s report on Form N-CSR for the
period ended June 30, 2025.

Manager of Managers Structure

The investment manager and the Trust have received an
exemptive order from the SEC that allows the Fund to
operate in a “manager of managers” structure whereby the
investment manager can appoint and replace both wholly-
owned and unaffiliated sub-advisors, and enter into, amend
and terminate sub-advisory agreements with such sub-
advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers
Structure). The Fund will, however, inform shareholders of
the hiring of any new sub-advisor within 90 days after the
hiring. The SEC exemptive order provides the Fund with
greater flexibility and efficiency and alleviates the need for
the Fund to incur the expense and delays associated with
obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect
to the Fund is subject to certain conditions that are set forth
in the SEC exemptive order. Under the Manager of
Managers Structure, the investment manager has the
ultimate responsibility, subject to oversight by the Fund's
board of trustees, to oversee sub-advisors and recommend
their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the
Fund's board of trustees: set the Fund's overall investment
strategy; evaluate, select and recommend sub-advisors to
manage all or a portion of the Fund's assets; and implement
procedures reasonably designed to ensure that each sub-
advisor complies with the Fund's investment goal, policies
and restrictions. Subject to review by the Fund's board of
trustees, the investment manager will allocate and, when
appropriate, reallocate the Fund's assets among sub-
advisors and monitor and evaluate the sub-advisors’
performance.

FUND DETAILS
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Financial Highlights

This table presents the financial performance of Fund shares for the past five years or since inception. The table shows certain
information on a single Fund share basis (per share performance). It also shows some key Fund statistics, such as total return
(past performance) and expense ratios. Total return represents the annual change in value of a share assuming reinvestment of
dividends and capital gains. This information has been audited by PricewaterhouseCoopers LLP, an independent registered
public accounting firm, whose report, along with the Fund's financial statements, are available on the Fund's website and are
included in the Form N-CSR filed with the SEC covering the period ended December 31, 2025, which is available upon request.
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Franklin Rising Dividends VIP Fund - Class 1

Year Ended December 31,

FUND DETAILS

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $29.52 $28.23 $28.18 $36.74 $30.17
Income from investment operations?:

Net investment income® 0.29 0.32 0.37 0.35 0.30

Net realized and unrealized gains (losses) 3.02 2.72 298 (4.55) 7.68
Total from investment operations 3.31 3.04 335 (4.20) 7.98
Less distributions from:

Net investment income (0.31) (0.36) (0.33) (0.35) (0.35)

Net realized gains (2.88) (1.39) (2.97) (4.01) (1.06)
Total distributions (3.19) (1.75) (3.30) (4.36) (1.41)
Net asset value, end of year $29.64 $29.52 $28.23 $28.18 $36.74
Total returnc 12.05% 11.04% 12.39% (10.34)% 27.10%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.63% 0.63% 0.65% 0.64% 0.63%
Expenses net of waiver and payments by affiliates 0.63% 0.63%° 0.63%* 0.63%¢ 0.63%?¢°
Net investment income 0.99% 1.09% 1.33% 1.18% 0.90%
Supplemental data
Net assets, end of year (000's) $120,124 $119,065 $117,974 $114,787 $141,433
Portfolio turnover rate 20.75% 15.36% 10.67% 12.59% 3.92%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.
d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.
e. Benefit of expense reduction rounds to less than 0.01%.

Franklin Rising Dividends VIP Fund FRD-D7



FUND DETAILS

Franklin Rising Dividends VIP Fund - Class 2

Year Ended December 31,

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $28.08 $26.93 $27.03 $35.42 $29.14
Income from investment operations?:

Net investment income® 0.20 0.24 0.28 0.27 0.21

Net realized and unrealized gains (losses) 2.88 2.59 2.85 (4.40) 741
Total from investment operations 3.08 2.83 313 (4.13) 7.62
Less distributions from:

Net investment income (0.24) (0.29) (0.26) (0.25) (0.28)

Net realized gains (2.88) (1.39) (2.97) (4.01) (1.06)
Total distributions (3.12) (1.68) (3.23) (4.26) (1.34)
Net asset value, end of year $28.04 $28.08 $26.93 $27.03 $35.42
Total returnc 11.80% 10.79% 12.08% (10.57)% 26.79%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.88% 0.88% 0.90% 0.89% 0.88%
Expenses net of waiver and payments by affiliates 0.88%¢ 0.88%° 0.88% 0.88%¢ 0.88%¢°
Net investment income 0.74% 0.84% 1.08% 0.92% 0.66%
Supplemental data
Net assets, end of year (000's) $1,362,452 $1,289,854 $1,256,587 $1,211,909 $1,513,905
Portfolio turnover rate 20.75% 15.36% 10.67% 12.59% 3.92%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.
b. Based on average daily shares outstanding.
c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.

d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.

e. Benefit of expense reduction rounds to less than 0.01%.
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Year Ended December 31,

FUND DETAILS

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $28.11 $26.96 $27.06 $35.49 $29.22
Income from investment operations?:

Net investment income® 0.18 0.21 0.26 0.24 0.18

Net realized and unrealized gains (losses) 2.87 2.60 2.85 (4.41) 742
Total from investment operations 3.05 2.81 3.1 (4.17) 7.60
Less distributions from:

Net investment income (0.22) (0.27) (0.24) (0.25) (0.27)

Net realized gains (2.88) (1.39) (2.97) (4.01) (1.06)
Total distributions (3.10) (1.66) (3.21) (4.26) (1.33)
Net asset value, end of year $28.06 $28.11 $26.96 $27.06 $35.49
Total returnc 11.66% 10.68% 11.99% (10.68)% 26.63%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.98% 0.98% 1.00% 0.99% 0.98%
Expenses net of waiver and payments by affiliates 0.98%¢ 0.98% 0.98%¢ 0.98%¢ 0.98%¢°
Net investment income 0.64% 0.74% 0.98% 0.84% 0.56%
Supplemental data
Net assets, end of year (000's) $106,825 $95,479 $83,031 $70,696 $72,589
Portfolio turnover rate 20.75% 15.36% 10.67% 12.59% 3.92%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.
d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.
e. Benefit of expense reduction rounds to less than 0.01%.
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FRANKLIN SMALL CAP VALUE VIP FUND

Effective June 20, 2021, the Fund was closed to new insurance company subaccounts. Existing insurance company
subaccounts that had open accounts on June 20, 2021 may continue to make additional purchases. The Fund may restrict,
reject or cancel any purchase order and reserves the right to modify this policy at any time.

Investment Goal

The Fund’s investment goal is long-term total return.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests at least
80% of its net assets in investments of small-capitalization
(small-cap) companies. Shareholders will be given at least
60 days’ advance notice of any change to this 80% policy.
Small-cap companies are companies with market
capitalizations (the total market value of a company’s
outstanding stock) not exceeding either: 1) the highest
market capitalization in the Russell 2000 Index; or 2) the 12-
month average of the highest market capitalization in the
Russell 2000 Index, whichever is greater, at the time of
purchase. As of the most recent reconstitution, the highest
market capitalization in the Russell 2000 Index was $15.72
billion.

The Fund generally invests in equity securities of companies
that the Fund's investment manager believes are
undervalued at the time of purchase and have the potential
for capital appreciation. An equity security represents a
proportionate share of the ownership of a company; its value
is based on the success or failure of the company’s
business, any income paid to stockholders, the value of its
assets and general market conditions. Common stocks and
preferred stocks, securities convertible into common stocks,
and REITs (real estate investment trusts) are examples of
equity securities. The Fund invests predominantly in
common stocks. The Fund may invest in any kind of REIT,
including Equity REITs, Mortgage REITs and hybrid REITs.

In choosing investments that are undervalued, the Fund's
investment manager focuses on companies that have one or
more of the following characteristics:

e Stock prices that are low relative to current or historical
or future earnings, book value, cash flow or sales -- all
relative to the market, a company's industry or a
company's earnings history

o Recent sharp price declines but the potential for good
long-term earnings prospects, in the investment
manager's opinion

e Valuable intangibles not reflected in the stock price,
such as franchises, distribution networks or market
share for particular products or services, underused or
understated assets or cash, or patents and trademarks

The Fund may invest up to 25% of its total assets in foreign
securities.

The Fund, from time to time, may have significant positions
in particular sectors, such as financial services companies,
industrials, consumer discretionary and information
technology.

Portfolio Selection

A stock price is undervalued when it is less than the price at
which the investment manager believes it would trade if the
market reflected all factors relating to the company's worth.
The investment manager may consider a company to be
undervalued in the marketplace because of overreaction by
investors to unfavorable news about a company, an industry
or the stock market in general, or as a result of a market
decline, poor economic conditions, tax-loss selling, or actual
or anticipated unfavorable developments affecting a
company. The types of companies the Fund may invest in
include, among other things, those that may be considered
out of favor due to actual or perceived cyclical or secular
challenges, or are experiencing temporary setbacks,
mismanagement or undermanagement, are financially
stressed, or facing diminished expectations.

In choosing investments, the investment manager conducts
an in-depth analysis of a company’s long-term or normalized
earnings and free cash flow potential, quality of
management, ownership of valuable franchises, trademarks
or trade names, control of distribution networks,
underutilized assets and market share for particular
products, balance sheet, and other factors that may identify
the issuer as a potential investment. The investment
manager considers selling a security when it no longer
meets its value criteria.

Fund exposures, including sector weights, are the result of
our “bottom-up" stock selection process and are not
determined by benchmark composition.

The investment manager may consider sustainability issues,
including environmental, social, governance (ESG) factors,
alongside traditional financial measures to provide a more
comprehensive view of the value, risk and return potential of
an investment. ESG factors may include, but are not limited
to, emissions, energy and waste management, labor
practices and relations, exposure to potential regulatory
changes, and corporate governance. The investment
manager’s fundamental research analysts, using their
industry expertise, evaluate which factors the investment
manager believes to be material to the investment and
incorporate both the risks and opportunities of these factors
into their fundamental valuation. The weight given to
consideration of any factor will vary depending on the
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analyst’s assessment of both the potential materiality and
probability of that factor, and will only be one component of
any investment decision. In addition, ESG factors
considered may change over time. The investment manager
does not assess every investment for ESG factors and,
when it does, not every ESG factor may be identified or
evaluated.

Exclusion of Investment Manager from Commodity
Pool Operator Definition

With respect to the Fund, the investment manager has
claimed an exclusion from the definition of “commaodity pool
operator” (CPO) under the Commodity Exchange Act (CEA)
and the rules of the Commaodity Futures Trading
Commission (CFTC) and, therefore, is not subject to CFTC
registration or regulation as a CPO. In addition, with respect
to the Fund, the investment manager is relying upon a
related exclusion from the definition of “commodity trading
advisor” (CTA) under the CEA and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among
other things, to adhere to certain limits on its investments in
commodity futures, commaodity options and swaps, which in
turn include non-deliverable currency forward contracts, as
further described in the Fund's Statement of Additional
Information (SAl). Because the investment manager and the
Fund intend to comply with the terms of the CPO exclusion,
the Fund may, in the future, need to adjust its investment
strategies, consistent with its investment goal, to limit its
investments in these types of instruments. The Fund is not
intended as a vehicle for trading in the commaodity futures,
commodity options, or swaps markets. The CFTC has
neither reviewed nor approved the investment manager’s
reliance on these exclusions, or the Fund, its investment
strategies or this prospectus.

Temporary Investments

When the investment manager believes market or economic
conditions are unfavorable for investors, the investment
manager may invest up to 100% of the Fund’s assets in a
temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high
quality short-term investments. Temporary defensive
investments generally may include short-term U.S.
government securities, high grade commercial paper, bank
obligations, repurchase agreements, money market fund
shares (including shares of an affiliated money market fund),
and other money market instruments. The investment
manager also may invest in these types of securities or hold
cash while looking for suitable investment opportunities or to
maintain liquidity. In these circumstances, the Fund may be
unable to achieve its investment goal.

Principal Risks

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The Fund’s investments

may decline in value due to factors affecting individual
issuers (such as the results of supply and demand), or
sectors within the securities markets. The value of a security
or other investment also may go up or down due to general
market conditions that are not specifically related to a
particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates, inflation or
exchange rates, or adverse investor sentiment generally.
Furthermore, events involving limited liquidity, defaults, non-
performance or other adverse developments that affect one
industry, such as the financial services industry, or concerns
or rumors about any events of these kinds, have in the past
and may in the future lead to market-wide liquidity problems,
may spread to other industries, and could negatively affect
the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread
of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war;
and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economic
prospects of many companies, sectors, nations, regions and
the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities
markets, multiple asset classes may decline in value. When
markets perform well, there can be no assurance that
securities or other investments held by the Fund will
participate in or otherwise benefit from the advance.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

The long-term impact of the COVID-19 pandemic and its
subsequent variants on economies, markets, industries and
individual issuers is not known. The U.S. government and
the Federal Reserve, as well as certain foreign governments
and central banks, took extraordinary actions to support
local and global economies and the financial markets in
response to the COVID-19 pandemic. This and other
government intervention into the economy and financial
markets have resulted in a large expansion of government
deficits and debt, the long-term consequences of which are
not known.

The United States and various countries are currently
involved in disputes over trade and other matters, which may
result in tariffs, investment restrictions and other adverse
impacts on affected companies and securities. Trade
disputes may adversely affect the economies of the United
States and its trading partners, as well as companies directly
or indirectly affected by tariffs or restrictions and financial
markets generally. For example, the United States has
imposed tariffs and other trade barriers on Chinese exports,
has restricted sales of certain categories of goods to China,
and has established barriers to investments in China. The
United States government has prohibited U.S. persons from
investing in Chinese companies designated as related to the
Chinese military. These and possible future restrictions
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could limit the Fund’s opportunities for investment and
require the sale of securities at a loss or make them illiquid.
Moreover, the Chinese government is involved in a
longstanding dispute with Taiwan that has included threats
of invasion. If the political climate between the United States
and China does not improve or continues to deteriorate, if
China were to attempt unification of Taiwan by force, or if
other geopolitical conflicts develop or get worse, economies,
markets and individual securities may be severely affected
both regionally and globally, and the value of the Fund'’s
assets may go down.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Small Capitalization Companies: While small
capitalization companies may offer substantial opportunities
for capital growth, they also may involve more risks than
larger companies. Historically, securities issued by small
capitalization companies have been more volatile in price
than securities that are issued by larger companies,
especially over the short term. Among the reasons for the
greater price volatility are the less certain growth prospects
of small capitalization companies, the lower degree of
liquidity in the markets for such securities, and the greater
sensitivity of small capitalization companies to changing
economic conditions.

In addition, small capitalization companies may lack depth of
management, be unable to generate funds necessary for
growth or development, have limited product lines or be
developing or marketing new products or services for which
markets are not yet established and may never become
established. Small capitalization companies may be
particularly affected by interest rate increases, as they may
find it more difficult to borrow money to continue or expand
operations, or may have difficulty in repaying loans,
particularly those with floating interest rates.

Value Style Investing: A value stock may not increase in
price as anticipated by the investment manager if other
investors fail to recognize the company's value and bid up
the price, the markets favor faster-growing companies, or
the factors that the investment manager believes will
increase the price of the security do not occur or do not have
the anticipated effect.

The Fund's policy of investing in securities that may be out
of favor, including turnarounds, cyclical companies,
companies reporting poor earnings, and companies whose
share prices have declined sharply or that are less widely
followed by other investors, differs from the approach
followed by many other mutual funds. Cyclical stocks, which
typically follow the cycles of an economy through expansion,
peak, recession, and recovery, tend to increase in value
more quickly during periods of anticipated economic upturns
than non-cyclical stocks, but they also tend to lose value
more quickly in periods of anticipated economic downturns.
Companies emerging from bankruptcy may have difficulty
retaining customers and suppliers. These companies may
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have relatively weak balance sheets and, during economic
downturns, they may have insufficient cash flow to pay their
debt obligations and difficulty finding additional financing
needed for their operations.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities, including risks related to currency exchange
rates and policies, country or government specific issues,
less favorable trading practices or regulation and greater
price volatility. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
operations.

Currency exchange rates: Foreign securities may be issued
and traded in foreign currencies. As a result, their market
values in U.S. dollars may be affected by changes in
exchange rates between such foreign currencies and the
U.S. dollar, as well as between currencies of countries other
than the U.S. For example, if the value of the U.S. dollar
goes up compared to a foreign currency, an investment
traded in that foreign currency will go down in value because
it will be worth fewer U.S. dollars. The Fund accrues
additional expenses when engaging in currency exchange
transactions, and valuation of the Fund's foreign securities
may be subject to greater risk because both the currency
(relative to the U.S. dollar) and the security must be
considered.

Political and economic developments: The political,
economic and social policies or structures of some foreign
countries may be less stable and more volatile than those in
the United States. Investments in these countries may be
subject to greater risks of internal and external conflicts,
expropriation, nationalization of assets, foreign exchange
controls (such as suspension of the ability to transfer
currency from a given country), restrictions on removal of
assets, political or social instability, military action or unrest,
diplomatic developments, currency devaluations, foreign
ownership limitations, and substantial, punitive or
confiscatory tax increases. It is possible that a government
may take over the assets or operations of a company or
impose restrictions on the exchange or export of currency or
other assets. Some countries also may have different legal
systems that may make it difficult or expensive for the Fund
to vote proxies, exercise shareholder rights, and pursue
legal remedies with respect to its foreign investments.
Diplomatic and political developments could affect the
economies, industries, and securities and currency markets
of the countries in which the Fund is invested. These
developments include rapid and adverse political changes;
social instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war. In
addition, such developments could contribute to the
devaluation of a country’s currency, a downgrade in the
credit ratings of issuers in such country, or a decline in the
value and liquidity of securities of issuers in that country. An
imposition of sanctions upon, or other government actions
impacting, certain issuers in a country could result in (i) an
immediate freeze of that issuer’s securities, impairing the
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ability of the Fund to buy, sell, receive or deliver those
securities or (ii) other limitations on the Fund’s ability to
invest or hold such securities. These factors would affect the
value of the Fund’s investments and are extremely difficult, if
not impossible, to predict and take into account with respect
to the Fund's investments.

Trading practices: Brokerage commissions, withholding
taxes, custodial fees, and other fees generally are higher in
foreign markets. The policies and procedures followed by
foreign stock exchanges, currency markets, trading systems
and brokers may differ from those applicable in the United
States, with possibly negative consequences to the Fund.
The procedures and rules governing foreign trading,
settlement and custody (holding of the Fund's assets) also
may result in losses or delays in payment, delivery or
recovery of money or other property. Foreign government
supervision and regulation of foreign securities and currency
markets and trading systems may be less than or different
from government supervision in the United States, and may
increase the Fund's regulatory and compliance burden
and/or decrease the Fund's investor rights and protections.

Availability of information: Foreign issuers may not be
subject to the same disclosure, accounting, auditing and
financial reporting standards and practices as U.S. issuers.
Thus, there may be less information publicly available about
foreign issuers than about most U.S. issuers. In addition,
information provided by foreign issuers may be less timely or
less reliable than information provided by U.S. issuers.

Limited markets: Certain foreign securities may be less
liquid (harder to sell) and their prices may be more volatile
than many U.S. securities. llliquidity tends to be greater, and
valuation of the Fund's foreign securities may be more
difficult, due to the infrequent trading and/or delayed
reporting of quotes and sales.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Financial services companies: Financial services
companies are subject to extensive government regulation
that may affect their profitability in many ways, including by
limiting the amount and types of loans and other
commitments they can make, and the interest rates and fees
they can charge. A financial services company's profitability,
and therefore its stock prices, is especially sensitive to
interest rate changes as well as the ability of borrowers to
repay their loans. Changing regulations, continuing
consolidations, and development of new products and
structures all are likely to have a significant impact on
financial services companies.

Industrials companies: The stock prices of companies in the
industrials sector are affected by supply and demand both
for their specific product or service and for industrials sector
products in general. Companies in the industrials sector may

be adversely affected by changes in government regulation,
world events and economic conditions. In addition, these
companies are at risk for environmental damage and
product liability claims. Companies in this sector could be
adversely affected by commaodity price volatility, changes in
exchange rates, imposition of export or import controls,
increased competition, depletion of resources, technological
developments and labor relations.

Consumer discretionary companies: Companies in the
consumer discretionary sector could be affected by, among
other things, overall economic conditions, interest rates,
consumer confidence, and disposable income.

Information technology companies: Companies in the
information technology sector have historically been volatile
due to the rapid pace of product change and development
within the sector. For example, their products and services
may not prove commercially successful or may become
obsolete quickly. In addition, delays in or cancellation of the
release of anticipated products or services may also affect
the price of an information technology company’s stock.
Information technology companies are subject to significant
competitive pressures, such as new market entrants,
aggressive pricing and tight profit margins. The activities of
these companies may also be adversely affected by
changes in government regulations, worldwide technological
developments or investor perception of a company and/or its
products or services. The stock prices of companies
operating within this sector may be subject to abrupt or
erratic movements.

REITs: Equity REITs may be affected by any changes in
the value of the properties and companies owned and other
factors, and their prices tend to go up and down. A REIT's
performance depends on the types, values and locations of
the properties and companies it owns and on how well those
companies are managed. A decline in rental income may
occur because of extended vacancies, increased
competition from other properties, tenants' failure to pay rent
or poor management. A REIT's performance also depends
on the company's ability to finance property purchases and
renovations and manage its cash flows. Because a REIT
may be invested in a limited number of projects orin a
particular market segment, it may be more susceptible to
adverse developments affecting a single project or market
segment than more broadly diversified investments. Loss of
status as a qualified REIT under the U.S. federal tax laws
could adversely affect the value of a particular REIT or the
market for REITS as a whole. These risks may also apply to
securities of REIT-like entities domiciled outside the U.S.

Management: The Fund is actively managed and could
experience losses (realized and unrealized) if the investment
manager’s judgment about markets, interest rates or the
attractiveness, relative values, liquidity, or potential
appreciation of particular investments made for the Fund's
portfolio prove to be incorrect. The Fund could also
experience losses if there are imperfections, errors or
limitations in the models, tools, and data used by the
investment manager or if the investment manager’s
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techniques or investment decisions do not produce the
desired results. 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.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused companies. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. The investment manager does not assess every
investment for ESG factors and, when it does, not every
ESG factor may be identified or evaluated. The investment
manager’s assessment of an issuer may differ from that of
investors, third-party service providers, such as ratings
providers, and other funds. As a result, securities selected
by the investment manager may not reflect the beliefs and
values of any particular investor. The investment manager
also may be dependent on the availability of timely,
complete and accurate ESG data being reported by issuers
and/or third-party research providers to evaluate ESG
factors. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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,
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the Fund, the investment manager, and their service
providers are subject to the risk of cyber incidents occurring
from time to time.

More detailed information about the Fund and its policies
and risks can be found in the Fund's Statement of Additional
Information (SAI).

A description of the Fund's policies and procedures
regarding the release of portfolio holdings information is also
available in the Fund's SAl. Portfolio holdings information
can be viewed online at www.franklintempleton.com.

Management

Franklin Mutual Advisers, LLC (Franklin Mutual), 101 John
F. Kennedy Parkway, Short Hills, New Jersey 07078, is the
Fund’s investment manager.

The Fund is managed by a team of dedicated professionals
focused on investments of small cap value companies. The
portfolio managers of the Fund are as follows:

Steven Raineri Portfolio Manager

Mr. Raineri has been the lead portfolio manager of the Fund
since 2012. Mr. Raineri has primary responsibility for the
investments of the Fund. He has final authority over all
aspects of the Fund's investment portfolio, including but not
limited to, purchases and sales of individual securities,
portfolio risk assessment, and the management of daily cash
balances in accordance with anticipated investment
management requirements. The degree to which he may
perform these functions, and the nature of these functions,
may change from time to time. He joined Franklin Templeton
in 2005.

Christopher Meeker, CFA Portfolio Manager

Mr. Meeker has been a portfolio manager of the Fund since
2015, providing support to the lead portfolio manager as
needed. He joined Franklin Templeton in 2012.

Nicholas Karzon, CFA Portfolio Manager

Mr. Karzon has been a portfolio manager of the Fund since
2019, providing support to the lead portfolio manager as
needed. He joined Franklin Templeton in 2014.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The Fund’s SAl provides additional information about
portfolio manager compensation, other accounts that they
manage and their ownership of Fund shares.

The Fund pays Franklin Mutual a fee for managing the
Fund’s assets.

Franklin Mutual has agreed to reduce its fees to reflect
reduced services resulting from the Fund’s investments in
Franklin Templeton affiliated funds. This arrangement
cannot be terminated prior to April 30, 2027 without approval
of the board of trustees.

For the fiscal year ended December 31, 2025, the Fund paid
Franklin Mutual an effective management fee of 0.64% of
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the Fund’s average net assets for investment management
services.

A discussion regarding the basis for the board of trustees’
approval of the Fund’s investment management agreement
is available in the Fund’s report on Form N-CSR for the
period ended June 30, 2025.

Manager of Managers Structure

The investment manager and the Trust have received an
exemptive order from the SEC that allows the Fund to
operate in a “manager of managers” structure whereby the
investment manager can appoint and replace both wholly-
owned and unaffiliated sub-advisors, and enter into, amend
and terminate sub-advisory agreements with such sub-
advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers
Structure). The Fund will, however, inform shareholders of
the hiring of any new sub-advisor within 90 days after the
hiring. The SEC exemptive order provides the Fund with
greater flexibility and efficiency and alleviates the need for
the Fund to incur the expense and delays associated with
obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect
to the Fund is subject to certain conditions that are set forth
in the SEC exemptive order. Under the Manager of
Managers Structure, the investment manager has the
ultimate responsibility, subject to oversight by the Fund's
board of trustees, to oversee sub-advisors and recommend
their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the
Fund's board of trustees: set the Fund's overall investment
strategy; evaluate, select and recommend sub-advisors to
manage all or a portion of the Fund's assets; and implement
procedures reasonably designed to ensure that each sub-
advisor complies with the Fund's investment goal, policies
and restrictions. Subject to review by the Fund's board of
trustees, the investment manager will allocate and, when
appropriate, reallocate the Fund's assets among sub-
advisors and monitor and evaluate the sub-advisors’
performance.
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This table presents the financial performance of Fund shares for the past five years or since inception. The table shows certain
information on a single Fund share basis (per share performance). It also shows some key Fund statistics, such as total return
(past performance) and expense ratios. Total return represents the annual change in value of a share assuming reinvestment of
dividends and capital gains. This information has been audited by PricewaterhouseCoopers LLP, an independent registered
public accounting firm, whose report, along with the Fund's financial statements, are available on the Fund's website and are
included in the Form N-CSR filed with the SEC covering the period ended December 31, 2025, which is available upon request.

Franklin Small Cap Value VIP Fund - Class 1

Year Ended December 31,
2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $15.32 $14.16 $13.32 $18.43 $15.20
Income from investment operations?:

Net investment income® 0.18 0.19 0.17 0.12 0.19

Net realized and unrealized gains (losses) 0.84 1.45 1.50 (2.06) 3.7
Total from investment operations 1.02 1.64 1.67 (1.94) 3.90
Less distributions from:

Net investment income (0.19) (0.16) (0.10) (0.21) (0.21)

Net realized gains (1.21) (0.32) (0.73) (2.96) (0.46)
Total distributions (1.40) (0.48) (0.83) (3.17) (0.67)
Net asset value, end of year $14.94 $15.32 $14.16 $13.32 $18.43
Total returnc 7.90% 12.01% 13.02% (9.82)% 25.67%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.66% 0.65% 0.66% 0.63% 0.66%
Expenses net of waiver and payments by affiliates 0.66%¢ 0.65%¢ 0.65%° 0.62%¢ 0.66%¢
Net investment income 1.23% 1.26% 1.27% 0.82% 1.07%
Supplemental data
Net assets, end of year (000's) $88,822 $85,945 $73,984 $66,574 $73,715
Portfolio turnover rate 56.76% 58.70% 65.28% 54.83% 60.41%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.

d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.
e. Benefit of expense reduction rounds to less than 0.01%.
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Franklin Small Cap Value VIP Fund - Class 2

Year Ended December 31,

2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $14.32 $13.27 $12.53 $17.54 $14.50
Income from investment operations?:

Net investment income® 0.13 0.14 0.13 0.08 0.14

Net realized and unrealized gains (losses) 0.78 1.36 1.41 (1.97) 3.53
Total from investment operations 0.91 1.50 1.54 (1.89) 3.67
Less distributions from:

Net investment income (0.15) (0.13) (0.07) (0.16) (0.17)

Net realized gains (1.21) (0.32) (0.73) (2.96) (0.46)
Total distributions (1.36) (0.45) (0.80) (3.12) (0.63)
Net asset value, end of year $13.87 $14.32 $13.27 $12.53 $17.54
Total returnc 7.65% 11.71% 12.75% (10.06)% 25.37%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.91% 0.90% 0.91% 0.88% 0.91%
Expenses net of waiver and payments by affiliates 0.91%¢ 0.90%¢ 0.90%¢ 0.87%¢ 0.91%¢
Net investment income 0.97% 1.01% 1.02% 0.56% 0.83%
Supplemental data
Net assets, end of year (000's) $984,489 $1,002,257 $1,000,793 $943,928 $1,135,623
Portfolio turnover rate 56.76% 58.70% 65.28% 54.83% 60.41%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying
investment vehicle.

d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.

e. Benefit of expense reduction rounds to less than 0.01%.
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Year Ended December 31,
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2025 2024 2023 2022 2021

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $15.00 $13.88 $13.07 $18.14 $14.99
Income from investment operations?:

Net investment income® 0.12 0.13 0.12 0.07 0.13

Net realized and unrealized gains (losses) 0.82 1.43 1.48 (2.03) 3.64
Total from investment operations 0.94 1.56 1.60 (1.96) 3.77
Less distributions from:

Net investment income (0.14) 0.12) (0.06) (0.15) (0.16)

Net realized gains (1.21) (0.32) (0.73) (2.96) (0.46)
Total distributions (1.35) (0.44) (0.79) (3.11) (0.62)
Net asset value, end of year $14.59 $15.00 $13.88 $13.07 $18.14
Total returnc 7.49% 11.60% 12.67% (10.11)% 25.17%
Ratios to average net assets
Expenses before waiver and payments by affiliates 1.01% 1.00% 1.01% 0.98% 1.01%
Expenses net of waiver and payments by affiliates 1.01%¢ 1.00%¢ 1.00%¢ 0.97%¢ 1.01%¢
Net investment income 0.88% 0.91% 0.93% 0.47% 0.73%
Supplemental data
Net assets, end of year (000's) $54,153 $50,752 $43,731 $35,519 $38,148
Portfolio turnover rate 56.76% 58.70% 65.28% 54.83% 60.41%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.
d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.
e. Benefit of expense reduction rounds to less than 0.01%.

Franklin Small Cap Value VIP Fund
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FUND DETAILS

FRANKLIN SMALL-MID CAP GROWTH VIP FUND

Investment Goal

The Fund's investment goal is long-term capital growth.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests at least
80% of its net assets in investments of small-capitalization
(small-cap) and mid-capitalization (mid-cap) companies.
Shareholders will be given at least 60 days' advance notice
of any change to this policy. Under normal market
conditions, the Fund invests predominantly in equity
securities, predominantly in common stock.

For this Fund, small-cap companies are companies within
the market capitalization range of companies in the Russell
2500™ Index at the time of purchase and mid-cap
companies are companies within the market capitalization
range of companies in the Russell Midcap® Index at the
time of purchase. The market capitalization range of the
Russell 2500 Index was $60.55 million to $23.94 billion and
the market capitalization range of the Russell Midcap Index
was $1.68 billion to $89.27 billion as of their last
reconstitution date. The indexes are reconstituted annually.
Market capitalization is defined as share price multiplied by
the number of shares of common stock outstanding. The
investment manager may continue to hold an investment for
further capital growth opportunities even if, through market
appreciation, the company’s market capitalization exceeds
the small or mid-cap measures described above.

The Fund, from time to time, may have significant positions
in particular sectors such as information technology,
healthcare, financials, industrials and consumer
discretionary.

In addition to the Fund's main investments, the Fund may
invest in equity securities of larger companies. An equity
security represents a proportionate share of the ownership
of a company; its value is based on the success or failure of
the company's business, any income paid to stockholders,
the value of its assets, and general market conditions.
Common stocks and preferred stocks are examples of equity
securities.

The Fund may invest up to 10% of its total assets in foreign
securities.

The Fund may make private investments in companies
whose securities are not publicly traded, often in the form of
private placements, which are exempt from registration
under the federal securities laws and are only sold to certain
investors meeting predefined criteria. The Fund may also
invest in companies through initial public offerings.

Portfolio Selection

The investment manager uses fundamental, "bottom-up"
research to seek companies meeting its criteria of growth
potential, quality and valuation. In seeking sustainable
growth characteristics, the investment manager looks for
companies it believes can produce sustainable earnings and
cash flow growth, evaluating the long-term market
opportunity and competitive structure of an industry to target
leaders and emerging leaders. The investment manager
defines quality companies as those with strong and
improving competitive positions in attractive markets. The
investment manager also believes important attributes of
quality are experienced and talented management teams as
well as financial strength reflected in the capital structure,
gross and operating margins, free cash flow generation and
returns on capital employed. The investment manager’s
valuation analysis includes a range of potential outcomes
based on an assessment of multiple scenarios. In assessing
value, the investment manager considers whether security
prices fully reflect the balance of the sustainable growth
opportunities relative to business and financial risks.

Alongside traditional financial and economic analyses, the
investment manager assesses the potential impacts of
material environmental, social and governance (ESG)
factors on a company, which the investment manager
believes provide a measure of the company’s sustainability.
In analyzing ESG factors, the investment manager assesses
whether a company’s practices pose a material financial risk
or opportunity. Consideration of ESG factors and risks is
only one component of the investment manager’'s
assessment of eligible investments and may not be a
determinative factor in the investment manager’s final
decision on whether to invest in a security. In addition, the
weight given to ESG factors may vary across types of
investments, industries, regions and issuers and ESG
factors and weights considered may change over time. In
certain circumstances, there may be times when not every
investment is assessed for ESG factors and, when they are,
not every ESG factor may be identified or evaluated.

Exclusion of Investment Manager from Commodity
Pool Operator Definition

With respect to the Fund, the investment manager has
claimed an exclusion from the definition of “commaodity pool
operator” (CPO) under the Commodity Exchange Act (CEA)
and the rules of the Commaodity Futures Trading
Commission (CFTC) and, therefore, is not subject to CFTC
registration or regulation as a CPO. In addition, with respect
to the Fund, the investment manager is relying upon a
related exclusion from the definition of “commodity trading
advisor” (CTA) under the CEA and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among
other things, to adhere to certain limits on its investments in
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commodity futures, commodity options and swaps, which in
turn include non-deliverable currency forward contracts, as
further described in the Fund's Statement of Additional
Information (SAl). Because the investment manager and the
Fund intend to comply with the terms of the CPO exclusion,
the Fund may, in the future, need to adjust its investment
strategies, consistent with its investment goal, to limit its
investments in these types of instruments. The Fund is not
intended as a vehicle for trading in the commodity futures,
commodity options, or swaps markets. The CFTC has
neither reviewed nor approved the investment manager’s
reliance on these exclusions, or the Fund, its investment
strategies or this prospectus.

Temporary Investments

When the investment manager believes market or economic
conditions are unfavorable for investors, the investment
manager may invest up to 100% of the Fund’s assets in a
temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high
quality short-term investments. Temporary defensive
investments generally may include short-term U.S.
government securities, high grade commercial paper, bank
obligations, repurchase agreements, money market fund
shares (including shares of an affiliated money market fund),
and other money market instruments. The investment
manager also may invest in these types of securities or hold
cash while looking for suitable investment opportunities or to
maintain liquidity. In these circumstances, the Fund may be
unable to achieve its investment goal.

Principal Risks

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual
issuers (such as the results of supply and demand), or
sectors within the securities markets. The value of a security
or other investment also may go up or down due to general
market conditions that are not specifically related to a
particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates, inflation or
exchange rates, or adverse investor sentiment generally.
Furthermore, events involving limited liquidity, defaults, non-
performance or other adverse developments that affect one
industry, such as the financial services industry, or concerns
or rumors about any events of these kinds, have in the past
and may in the future lead to market-wide liquidity problems,
may spread to other industries, and could negatively affect
the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread
of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war;
and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economic
prospects of many companies, sectors, nations, regions and
the market in general, in ways that cannot necessarily be

foreseen. During a general downturn in the securities
markets, multiple asset classes may decline in value. When
markets perform well, there can be no assurance that
securities or other investments held by the Fund will
participate in or otherwise benefit from the advance.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

The long-term impact of the COVID-19 pandemic and its
subsequent variants on economies, markets, industries and
individual issuers is not known. The U.S. government and
the Federal Reserve, as well as certain foreign governments
and central banks, took extraordinary actions to support
local and global economies and the financial markets in
response to the COVID-19 pandemic. This and other
government intervention into the economy and financial
markets have resulted in a large expansion of government
deficits and debt, the long-term consequences of which are
not known.

The United States and various countries are currently
involved in disputes over trade and other matters, which may
result in tariffs, investment restrictions and other adverse
impacts on affected companies and securities. Trade
disputes may adversely affect the economies of the United
States and its trading partners, as well as companies directly
or indirectly affected by tariffs or restrictions and financial
markets generally. For example, the United States has
imposed tariffs and other trade barriers on Chinese exports,
has restricted sales of certain categories of goods to China,
and has established barriers to investments in China. The
United States government has prohibited U.S. persons from
investing in Chinese companies designated as related to the
Chinese military. These and possible future restrictions
could limit the Fund’s opportunities for investment and
require the sale of securities at a loss or make them illiquid.
Moreover, the Chinese government is involved in a
longstanding dispute with Taiwan that has included threats
of invasion. If the political climate between the United States
and China does not improve or continues to deteriorate, if
China were to attempt unification of Taiwan by force, or if
other geopolitical conflicts develop or get worse, economies,
markets and individual securities may be severely affected
both regionally and globally, and the value of the Fund’s
assets may go down.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Growth Style Investing: Growth stock prices reflect
projections of future earnings or revenues, and can,
therefore, fall dramatically if the company fails to meet those
projections. Growth stocks may be more expensive relative
to their current earnings or assets compared to value or
other stocks, and if earnings growth expectations moderate,
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their valuations may return to more typical norms, causing
their stock prices to fall. Prices of these companies’
securities may be more volatile than other securities,
particularly over the short term. In addition, investment styles
can go in and out of favor, which could cause additional
volatility in the prices of the Fund’s portfolio holdings.

Small and Mid Capitalization Companies: While small
and mid capitalization companies may offer substantial
opportunities for capital growth, they also may involve more
risks than larger companies. Historically, securities issued by
small and mid capitalization companies have been more
volatile in price than securities that are issued by larger
companies, especially over the short term. Among the
reasons for the greater price volatility are the less certain
growth prospects of small and mid capitalization companies,
the lower degree of liquidity in the markets for such
securities, and the greater sensitivity of small and mid
capitalization companies to changing economic conditions.

In addition, small and mid capitalization companies may lack
depth of management, be unable to generate funds
necessary for growth or development, have limited product
lines or be developing or marketing new products or services
for which markets are not yet established and may never
become established. Small and mid capitalization
companies may be particularly affected by interest rate
increases, as they may find it more difficult to borrow money
to continue or expand operations, or may have difficulty in
repaying loans, particularly those with floating interest rates.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Information technology companies: Companies in the
information technology sector have historically been volatile
due to the rapid pace of product change and development
within the sector. For example, their products and services
may not prove commercially successful or may become
obsolete quickly. In addition, delays in or cancellation of the
release of anticipated products or services may also affect
the price of an information technology company’s stock.
Information technology companies are subject to significant
competitive pressures, such as new market entrants,
aggressive pricing and tight profit margins. The activities of
these companies may also be adversely affected by
changes in government regulations, worldwide technological
developments or investor perception of a company and/or its
products or services. The stock prices of companies
operating within this sector may be subject to abrupt or
erratic movements.

Healthcare companies: The activities of healthcare
companies may be funded or subsidized by federal and
state governments. If government funding and subsidies are
reduced or discontinued, the profitability of these companies
could be adversely affected. Healthcare companies may
also be affected by government policies on healthcare
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reimbursements, regulatory approval for new drugs and
medical products, and similar matters. They are also subject
to legislative risk, i.e., the risks associated with the reform of
the healthcare system through legislation.

Financial services companies: Financial services
companies are subject to extensive government regulation
that may affect their profitability in many ways, including by
limiting the amount and types of loans and other
commitments they can make, and the interest rates and fees
they can charge. A financial services company's profitability,
and therefore its stock prices, is especially sensitive to
interest rate changes as well as the ability of borrowers to
repay their loans. Changing regulations, continuing
consolidations, and development of new products and
structures all are likely to have a significant impact on
financial services companies.

Industrials companies: The stock prices of companies in the
industrials sector are affected by supply and demand both
for their specific product or service and for industrials sector
products in general. Companies in the industrials sector may
be adversely affected by changes in government regulation,
world events and economic conditions. In addition, these
companies are at risk for environmental damage and
product liability claims. Companies in this sector could be
adversely affected by commodity price volatility, changes in
exchange rates, imposition of export or import controls,
increased competition, depletion of resources, technological
developments and labor relations.

Consumer discretionary companies: Companies in the
consumer discretionary sector could be affected by, among
other things, overall economic conditions, interest rates,
consumer confidence, and disposable income.

Liquidity: Liquidity risk exists when the markets for
particular securities or types of securities or other
investments are or become relatively illiquid so that the Fund
is unable, or it becomes more difficult for the Fund, to sell
the security or other investment at the price at which the
Fund has valued the security. llliquidity may result from
political, economic or issuer specific events; supply/demand
imbalances; changes in a specific market’s size or structure,
including the number of participants; or overall market
disruptions. Securities or other investments with reduced
liquidity or that become illiquid may involve greater risk than
securities with more liquid markets. Market prices or
quotations for illiquid securities may be volatile, and there
may be large spreads between bid and ask prices. Reduced
liquidity may have an adverse impact on market price and
the Fund's ability to sell particular securities when necessary
to meet the Fund's liquidity needs, which may arise or
increase in response to a specific economic event or
because the investment manager wishes to purchase
particular investments or believes that a higher level of
liquidity would be advantageous. An investment may
become illiquid if the Fund and its affiliates receive material
non-public information about the issuer or the investment. To
the extent that the Fund and its affiliates hold a significant
portion of an issuer's outstanding securities, the Fund may
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be subject to greater liquidity risk than if the issuer's
securities were more widely held.

Private Company/Private Placement Risk: Investments in
the stocks of private companies, including companies that
have not yet issued securities publicly in an initial public
offering (“IPO”), involve greater risks than investments in
stocks of companies that have traded publicly on an
exchange for extended time periods. Compared to public
companies, there is significantly less information available
about private companies’ business models, quality of
management, earnings growth potential, and other criteria
that are normally considered when evaluating the investment
prospects of a company and there is no assurance that the
information obtained by the Fund is reliable. Investments in
private companies and private placements are generally
considered to be illiquid and may be difficult to sell at a
desirable time or at the prices at which the Fund has valued
the investments. Investments in private companies and
private placements are typically difficult to value since there
are no market prices and less overall financial information
available. The Fund's NAV could be adversely affected if the
Fund's determinations regarding the value of the Fund's
private investments were materially higher than the values
that the Fund ultimately realizes upon the disposal of such
investments. Difficulty in valuing such investments may
make it difficult to accurately determine a Fund’s exposure to
private investments, which could cause the Fund to invest to
a greater extent in illiquid investments and subject the Fund
to increased risks. In addition, private companies may have
limited financial resources and may be unable to meet their
obligations. These companies may not ever issue shares in
an IPO and a liquid market for their shares may never
develop. Investments in private companies and private
placements may involve a high degree of business and
financial risk and may result in substantial losses. These
factors may have a negative effect on the Fund’s
performance.

Management: The Fund is actively managed and could
experience losses (realized and unrealized) if the investment
manager’s judgment about markets, interest rates or the
attractiveness, relative values, liquidity, or potential
appreciation of particular investments made for the Fund's
portfolio prove to be incorrect. The Fund could also
experience losses if there are imperfections, errors or
limitations in the models, tools, and data used by the
investment manager or if the investment manager’s
techniques or investment decisions do not produce the
desired results. 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.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused issuers and may have lower or
adverse ESG assessments. Consideration of ESG factors

may affect the Fund’s exposure to certain issuers or
industries and may not work as intended. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. In certain circumstances, there may be times when
not every investment is assessed for ESG factors and, when
they are, not every ESG factor may be identified or
evaluated. The investment manager’s assessment of an
issuer's ESG factors is subjective and will likely differ from
that of investors, third party service providers (e.g., ratings
providers) and other funds. As a result, securities selected
by the investment manager may not reflect the beliefs and
values of any particular investor. The investment manager
also may be dependent on the availability of timely,
complete and accurate ESG data reported by issuers and/or
third-party research providers, the timeliness, completeness
and accuracy of which is out of the investment manager’s
control. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
U.S. securities. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
operations. These risks can increase the potential for
investment loss in the Fund and may include, among others,
currency risks (such as fluctuations in currency exchange
rates and currency devaluations); country risks (such as
political, diplomatic, or regional conflicts, terrorism or war,
social and economic instability, and internal or external
policies or economic sanctions limiting or restricting foreign
investment, the movement of assets or other economic
activity); and risks associated with the state of a country's
financial markets and legal institutions. Other foreign
securities risks may include unfavorable trading, settlement
or custodial practices, unfavorable tax policies, less
government supervision, less publicly available information,
less stringent investor protection standards, limited legal
redress for violations of law, limited trading markets and
greater illiquidity and greater price volatility.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
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Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.

More detailed information about the Fund and its policies
and risks can be found in the Fund's Statement of Additional
Information (SAl).

A description of the Fund's policies and procedures
regarding the release of portfolio holdings information is also
available in the Fund's SAl. Portfolio holdings information
can be viewed online at www.franklintempleton.com.

Management

Franklin Advisers, Inc. (Advisers), One Franklin Parkway,
San Mateo, California 94403-1906, is the Fund’s investment
manager.

The Fund is managed by a team of dedicated professionals
focused on investments of small and mid-cap companies.
The portfolio managers of the Fund are as follows:

John P. Scandalios, CFA Senior Vice President of
Advisers

Mr. Scandalios has been a portfolio manager of the Fund
since 2016. He joined Franklin Templeton in 1996.

Jennifer Chen Portfolio Manager of Advisers
Ms. Chen has been a portfolio manager of the Fund since
2024. She joined Franklin Templeton in 2021.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The portfolio managers of the Fund are jointly and primarily
responsible for the day-to-day management of the Fund's
portfolio. They have equal authority over all aspects of the
Fund's investment portfolio, including, but not limited to,
purchases and sales of individual securities, portfolio risk
assessment, and the management of daily cash balances in
accordance with anticipated investment management
requirements. The degree to which each portfolio manager
may perform these functions, and the nature of these
functions, may change from time to time.

The Fund’s SAl provides additional information about
portfolio manager compensation, other accounts that they
manage and their ownership of Fund shares.
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The Fund pays Advisers a fee for managing the Fund’s
assets.

Advisers has agreed to reduce its fees to reflect reduced
services resulting from the Fund’s investments in Franklin
Templeton affiliated funds. This arrangement cannot be
terminated prior to April 30, 2027 without approval of the
board of trustees.

For the fiscal year ended December 31, 2025, the Fund paid
Advisers an effective management fee of 0.80% of the
Fund’s average net assets for investment management
services.

A discussion regarding the basis for the board of trustees’
approval of the Fund’s investment management agreement
is available in the Fund’s report on Form N-CSR for the
period ended June 30, 2025.

Manager of Managers Structure

The investment manager and the Trust have received an
exemptive order from the SEC that allows the Fund to
operate in a “manager of managers” structure whereby the
investment manager can appoint and replace both wholly-
owned and unaffiliated sub-advisors, and enter into, amend
and terminate sub-advisory agreements with such sub-
advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers
Structure). The Fund will, however, inform shareholders of
the hiring of any new sub-advisor within 90 days after the
hiring. The SEC exemptive order provides the Fund with
greater flexibility and efficiency and alleviates the need for
the Fund to incur the expense and delays associated with
obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect
to the Fund is subject to certain conditions that are set forth
in the SEC exemptive order. Under the Manager of
Managers Structure, the investment manager has the
ultimate responsibility, subject to oversight by the Fund's
board of trustees, to oversee sub-advisors and recommend
their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the
Fund's board of trustees: set the Fund's overall investment
strategy; evaluate, select and recommend sub-advisors to
manage all or a portion of the Fund's assets; and implement
procedures reasonably designed to ensure that each sub-
advisor complies with the Fund's investment goal, policies
and restrictions. Subject to review by the Fund's board of
trustees, the investment manager will allocate and, when
appropriate, reallocate the Fund's assets among sub-
advisors and monitor and evaluate the sub-advisors’
performance.
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Financial Highlights

This table presents the financial performance of Fund shares for the past five years or since inception. The table shows certain
information on a single Fund share basis (per share performance). It also shows some key Fund statistics, such as total return
(past performance) and expense ratios. Total return represents the annual change in value of a share assuming reinvestment of
dividends and capital gains. This information has been audited by PricewaterhouseCoopers LLP, an independent registered
public accounting firm, whose report, along with the Fund's financial statements, are available on the Fund's website and are
included in the Form N-CSR filed with the SEC covering the period ended December 31, 2025, which is available upon request.
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Franklin Small-Mid Cap Growth VIP Fund - Class 1

Year Ended December 31,

FUND DETAILS

2025 2024 2023 2022 2021
Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $18.99 $17.06 $13.42 $26.72 $26.99
Income from investment operations?:

Net investment income (loss)° (0.05) (0.02) 0.01 (0.03) (0.15)

Net realized and unrealized gains (losses) 0.55 1.95 3.63 (9.01) 279
Total from investment operations 0.50 1.93 3.64 (9.04) 2.64
Less distributions from:

Net realized gains (0.84) — — (4.26) (2.91)
Net asset value, end of year $18.65 $18.99 $17.06 $13.42 $26.72
Total returnc 2.70% 11.31% 27.12% (33.52)% 10.25%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.83% 0.83% 0.83% 0.79% 0.83%
Expenses net of waiver and payments by affiliates 0.83%¢ 0.82% 0.82%¢ 0.77%¢ 0.82%¢
Net investment income (loss) (0.27)% (0.13)% 0.09% (0.16)% (0.55)%
Supplemental data
Net assets, end of year (000’s) $72,103 $79,165 $71,742 $60,901 $79,526
Portfolio turnover rate 32.41% 31.76% 43.03% 41.30% 43.35%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.
d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.
e. Benefit of expense reduction rounds to less than 0.01%.
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Franklin Small-Mid Cap Growth VIP Fund - Class 2

Year Ended December 31,
2025 2024 2023 2022 2021
Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $14.79 $13.32 $10.51 $22.39 $23.11
Income from investment operations?:

Net investment (loss)® (0.08) (0.05) (0.02) (0.06) (0.19)

Net realized and unrealized gains (losses) 0.44 1.52 2.83 (7.56) 2.38
Total from investment operations 0.36 147 2.81 (7.62) 2.19
Less distributions from:

Net realized gains (0.84) — — (4.26) (2.91)
Net asset value, end of year $14.31 $14.79 $13.32 $10.51 $22.39
Total returne 2.52% 11.04% 26.74% (33.69)% 10.01%
Ratios to average net assets
Expenses before waiver and payments by affiliates 1.08% 1.08% 1.08% 1.04% 1.08%
Expenses net of waiver and payments by affiliates 1.08%¢ 1.07% 1.07%¢ 1.02%¢ 1.07%
Net investment (loss) (0.52)% (0.38)% (0.16)% (0.43)% (0.80)%
Supplemental data
Net assets, end of year (000's) $308,434 $337,996 $347,641 $293,545 $472,565
Portfolio turnover rate 32.41% 31.76% 43.03% 41.30% 43.35%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying
investment vehicle.

d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.

e. Benefit of expense reduction rounds to less than 0.01%.

FSC-D8 Franklin Small-Mid Cap Growth VIP Fund



Franklin Small-Mid Cap Growth VIP Fund - Class 4

Year Ended December 31,

FUND DETAILS

2025 2024 2023 2022 2021
Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $15.89 $14.33 $11.31 $23.62 $24.26
Income from investment operations?:

Net investment (loss)® (0.10) (0.07) (0.03) (0.07) (0.22)

Net realized and unrealized gains (losses) 0.47 1.63 3.05 (7.98) 2.49
Total from investment operations 0.37 1.56 3.02 (8.05) 2.27
Less distributions from:

Net realized gains (0.84) — — (4.26) (2.91)
Net asset value, end of year $15.42 $15.89 $14.33 $11.31 $23.62
Total returne 2.40% 10.89% 26.70% (33.76)% 9.86%
Ratios to average net assets
Expenses before waiver and payments by affiliates 1.18% 1.18% 1.18% 1.14% 1.18%
Expenses net of waiver and payments by affiliates 1.18%¢ 1.17% 1.17%¢ 1.12%¢ 1.17%¢
Net investment (loss) (0.62)% (0.48)% (0.26)% (0.52)% (0.90)%
Supplemental data
Net assets, end of year (000's) $23,363 $22,352 $22,381 $17,786 $26,518
Portfolio turnover rate 32.41% 31.76% 43.03% 41.30% 43.35%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.
d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.
e. Benefit of expense reduction rounds to less than 0.01%.

Franklin Small-Mid Cap Growth VIP Fund
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FUND DETAILS

FRANKLIN STRATEGIC INCOME VIP FUND

Investment Goal

The Fund’s principal investment goal is to earn a high level
of current income. Its secondary goal is long-term capital
appreciation.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests its assets
primarily to predominantly in U.S. and foreign debt
securities, including those in emerging markets. Debt
securities include all varieties of fixed, variable and floating
rate income securities, including bonds, U.S. and foreign
government and agency securities, corporate loans (and
loan participations) and mortgage-backed securities and
other asset-backed securities. The Fund shifts its
investments among various classes of debt securities, and
at any given time may have a substantial amount of its
assets invested in any class of debt or other income-
producing security, including:

e High yield and investment grade corporate bonds and
preferred stocks of issuers located in the U.S. and
foreign countries, including emerging market countries

¢ Developed country (non-U.S.) government and
agency bonds

e Emerging market government and agency bonds

¢ U.S. government and agency bonds, including
inflation-indexed securities issued by the U.S.
Treasury

o Corporate loans and loan participations

e Mortgage-backed securities and other asset-backed
securities

e Floating and variable interest rate investments (which
may be issued by corporations or governments and
may be asset-backed securities) which are debt
securities

e  Municipal securities

A debt security obligates the issuer to repay a loan of money
at a future date and generally to pay interest to the security
holder. Floating and variable interest rate investments are
debt securities, the rate of interest on which is usually
established as the sum of a base lending rate (such as the
prime rate of a designated U.S. bank) plus a specified
margin, and which vary with and are periodically adjusted to
such base lending rate. Some of the Fund's investments
may be purchased in private placements and therefore
illiquid and are generally unrated by an independent rating
agency.

The Fund may invest up to 100% of its assets in high yield,
lower-quality debt securities (also known as "junk bonds").
These securities are either rated below investment grade or,
if unrated, determined by the Fund's investment manager to
be of comparable quality. Investment grade debt securities
are rated in the top four rating categories by one or more
independent rating agencies such as S&P Global Ratings
(S&P) and Moody's Investors Service (Moody's) or, if
unrated, determined by the Fund's investment manager to
be of comparable quality. The below-investment grade debt
securities in which the Fund invests are generally rated at
least Caa by Moody's or CCC by S&P or are unrated
securities the Fund's investment manager determines are of
comparable quality. However, the Fund may invest a small
portion of its total assets in debt securities that are in default.
Many debt securities of non-U.S. issuers, and especially
emerging market issuers, are rated below investment grade
or are unrated so that their selection depends on the
investment manager's internal analysis.

The Fund may invest in many different securities issued or
guaranteed by the U.S. government or by non-U.S.
governments, or their respective agencies or
instrumentalities. Government and agency bonds include
debt securities of any maturity, such as bonds, notes, bills
and debentures, issued or guaranteed by governments,
government agencies or instrumentalities, including
government-sponsored entities, supranational entities (e.g.,
the World Bank), and public-private partnerships.

The Fund also invests, either directly or through other
Franklin Templeton pooled investment funds, in corporate
loans (and loan participations therein) made to, or issued by,
borrowers that are U.S. companies, foreign borrowers and
U.S. subsidiaries of foreign borrowers which typically have
floating interest rates. Loan participations represent
fractional interests in a company’s indebtedness and are
generally made available by banks or other institutional
investors. Floating interest rates vary with and are
periodically adjusted to a generally recognized base interest
rate such as Secured Overnight Financing Rate (SOFR) or
the Prime Rate.

A mortgage-backed security is an interest in a pool of
mortgage loans made by banks and other financial
institutions to finance purchases of homes, commercial
buildings and other real estate. The individual mortgage
loans are packaged or "pooled" together for sale to
investors. As the underlying mortgage loans are paid off,
investors receive principal and interest payments. These
securities may be fixed-rate or adjustable-rate mortgage-
backed securities (ARMS). Mortgage securities may include
agency and non-agency mortgage-backed securities
including commercial mortgage-backed securities
(CMBS).The Fund may also invest a small portion of its
assets directly in mortgage loans. Many of the mortgage-
backed securities in which the Fund invests are issued or
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guaranteed by the U.S. government, its agencies or
instrumentalities, such as Ginnie Mae and U.S. government-
sponsored entities (GSEs), such as Fannie Mae and Freddie
Mac; others are issued by private entities. Mortgage
securities issued by GSEs include credit risk transfer
securities. Credit risk transfer securities are structured
without any government guarantee or underlying collateral,
so that (i) interest is paid directly by the GSE and (ii)
principal is paid in accordance with the principal payments
and default performance of a certain specified pool of
residential mortgage loans acquired by the GSE. The Fund
may also invest in privately issued credit risk transfer
securities. The Fund may purchase or sell mortgage-backed
securities on a delayed delivery or forward commitment
basis through the "to-be-announced" (TBA) market. With
TBA transactions, the particular securities to be delivered
are not identified at the trade date but the delivered
securities must meet specified terms and standards (such as
yield, duration, and credit quality).

Government agency or instrumentality issues have different
levels of credit support. Ginnie Mae pass-through mortgage
certificates are backed by the full faith and credit of the U.S.
government. U.S. government-sponsored entities, such
as Fannie Mae and Freddie Mac, may be chartered by
Acts of Congress, but their securities are neither issued
nor guaranteed by the U.S. government. Although the
U.S. government has provided financial support to
Fannie Mae and Freddie Mac, no assurance can be
given that the U.S. government will continue to do so.
Accordingly, securities issued by Fannie Mae and Freddie
Mac may involve a risk of non-payment of principal and
interest. Investors should remember that guarantees of
timely repayment of principal and interest do not apply to the
market prices and yields of the securities or to the net asset
value or performance of the Fund, which will vary with
changes in interest rates and other market conditions.

For purposes of pursuing its investment goals, the Fund
regularly enters into currency-related transactions involving
derivative instruments, including currency and cross
currency forwards, currency swaps, currency and currency
index futures contracts, and currency options. The Fund
regularly enters into interest rate and credit-related
transactions involving certain derivative instruments,
including interest rate, credit default and fixed income total
return swaps and interest rate and/or bond futures contracts
(including U.S. Treasury futures contracts) and options
thereon. The use of such derivative transactions may allow
the Fund to obtain net long or net short exposures to
selected currencies, interest rates, countries, durations or
credit risks. The Fund may use currency, interest rate,
credit-related or other derivative strategies for the purposes
of enhancing Fund returns, increasing liquidity, gaining
exposure to particular instruments in more efficient or less
expensive ways and/or hedging risks relating to changes in
currency exchange rates, credit risks, interest rates and
other market factors. The investment manager considers
various factors, such as availability and cost, in deciding

whether, when and to what extent to enter into derivative
transactions.

By way of example, when the investment manager believes
that the value of a particular foreign currency is expected to
increase compared to the U.S. dollar, the Fund could enter
into a forward contract to purchase that foreign currency at a
future date. If at such future date the value of the foreign
currency exceeds the then current amount of the U.S.
dollars to be paid by the Fund under the contract, the Fund
will recognize a gain. Conversely, if the value of the foreign
currency is less than the current amount of U.S. dollars to be
paid by the Fund under the contract, the Fund will recognize
a loss. When used for hedging purposes, a forward contract
or other currency-related derivative instrument could be
used to protect against possible declines in a currency’s
value where a security held or to be purchased by the Fund
is denominated in that currency, or it may be used to hedge
the Fund’s position by entering into a transaction on another
currency expected to perform similarly to the currency of the
security held or to be purchased (a “proxy hedge”).

A currency forward contract is an obligation to purchase or
sell a specific foreign currency in exchange for another
currency, which may be U.S. dollars, at an agreed exchange
rate (price) at a future date. Currency forwards are typically
individually negotiated and privately traded by currency
traders and their customers in the interbank market. A cross
currency forward is a forward contract to sell a specific
foreign currency in exchange for another foreign currency
and may be used when the Fund believes that the price of
one of those foreign currencies will experience a substantial
movement against the other foreign currency. A currency
forward will tend to reduce or eliminate exposure to the
currency that is sold, and increase exposure to the currency
that is purchased, similar to when the Fund sells a security
denominated in one currency and purchases a security
denominated in another currency. When used for hedging
purposes, a currency forward should help to protect the
Fund against losses resulting from a decline in the hedged
currency, but will cause the Fund to assume the risk of
fluctuations in the value of the currency it purchases.

A futures contract is a standard binding agreement that
trades on an exchange to buy or sell a specified quantity of
an underlying instrument or asset at a specified price at a
specified later date. A “sale” of a futures contract means the
acquisition of a contractual obligation to deliver the
underlying instrument called for by the contract at a specified
price on a specified date. A “purchase” of a futures contract
means the acquisition of a contractual obligation to acquire a
specified quantity of the underlying instrument called for by
the contract at a specified price on a specified date. The
purchase or sale of a futures contract will allow the Fund to
increase or decrease its exposure to the underlying
instrument or asset. Although most futures contracts used by
the Fund allow for a cash payment of the net gain or loss on
the contract at maturity in lieu of delivery of the underlying
instruments, some require the actual delivery or acquisition
of the underlying instrument or asset. The Fund may buy
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and sell futures contracts that trade on U.S. and foreign
exchanges.

Swap agreements, such as interest rate, fixed income total
return, currency, inflation index and credit default swaps, are
contracts between the Fund and another party (the swap
counterparty) involving the exchange of payments on
specified terms over periods ranging from a few days to
multiple years. A swap agreement may be negotiated
bilaterally and traded over-the-counter (OTC) between two
parties (for an uncleared swap) or, in some instances, must
be transacted through a futures commission merchant
(FCM) and cleared through a clearinghouse that serves as a
central counterparty (for a cleared swap). In a basic swap
transaction, the Fund agrees with the swap counterparty to
exchange the returns (or differentials in rates of return)
and/or cash flows earned or realized on a particular “notional
amount” of underlying instruments. The notional amount is
the set amount selected by the parties as the basis on which
to calculate the obligations that they have agreed to
exchange. The parties typically do not actually exchange the
notional amount. Instead, they agree to exchange the
returns that would be earned or realized if the notional
amount were invested in given instruments or at given
interest rates.

For credit default swaps, the “buyer” of the credit default
swap agreement is obligated to pay the “seller” a periodic
stream of payments over the term of the agreement in return
for a payment by the seller that is contingent upon the
occurrence of a credit event with respect to an underlying
reference debt obligation. The buyer of the credit default
swap is purchasing the obligation of its counterparty to offset
losses the buyer could experience if there was such a credit
event. Generally, a credit event means bankruptcy, failure to
timely pay interest or principal, obligation acceleration or
default, or repudiation or restructuring of the reference debt
obligation. The contingent payment by the seller generally is
either the face amount of the reference debt obligation in
exchange for the physical delivery of the reference debt
obligation or a cash payment equal to the decrease in
market value of the reference debt obligation following the
occurrence of the credit event.

An interest rate swap is an agreement between two parties
to exchange interest rate payment obligations. Typically, one
rate is based on an interest rate fixed to maturity while the
other is based on an interest rate that changes in
accordance with changes in a designated benchmark (for
example, SOFR, prime, commercial paper, or other
benchmarks).

A currency swap is generally a contract between two parties
to exchange one currency for another currency at the start of
the contract and then exchange periodic floating or fixed
rates during the term of the contract based upon the relative
value differential between the two currencies. Unlike other
types of swaps, currency swaps typically involve the delivery
of the entire principal (notional) amounts of the two
currencies at the time the swap is entered into. At the end of
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the swap contract, the parties receive back the principal
amounts of the two currencies.

A total return swap is an agreement between two parties,
pursuant to which one pays (and the other receives) an
amount equal to the total return (including, typically, income
and capital gains distributions, principal prepayment or credit
losses) of an underlying reference asset (e.g., a note, bond
or securities index) in exchange for a regular payment, at a
floating rate based on SOFR, or alternatively at a fixed rate
or the total rate of return on another financial instrument.
The Fund may take either position in a total return swap (i.e.,
the Fund may receive or pay the total return on the
underlying reference asset).

The use of derivative strategies may also have a tax impact
on the Fund. The timing and character of income, gains or
losses from these strategies could impair the ability of the
investment manager to use derivatives when it wishes to do
SO.

The Fund may invest in collateralized debt obligations
(CDOs), which are generally types of asset-backed
securities. Collateralized bond obligations (CBOs) and
collateralized loan obligations (CLOs) are generally
considered two types of CDOs. CBOs represent interests in
a special purpose, bankruptcy-remote vehicle, typically a
trust, collateralized by a pool of fixed income securities,
some of which may be below investment grade, including
commercial mortgage-backed securities, residential
mortgage-backed securities, corporate bonds and emerging
market debt securities. CLOs are similar to CBOs except
that the underlying pool for a CLO is generally comprised of
corporate and/or sovereign loans, which may include,
among others, senior secured loans, senior unsecured
loans, and subordinate corporate loans made to domestic
and foreign borrowers, including loans that may be rated
below investment grade or equivalent unrated loans. For the
broader category of CDOs, the pool of debt instruments held
by a trust may include debt instruments of any type,
including mortgage-backed or other asset-backed securities
issued in securitization transactions. In all types of CDOs,
the interests in the trust are split into two or more portions,
called tranches, varying in risk, maturity, payment priority
and yield. The riskiest portion is the “equity” tranche, which
is the first loss position to observe defaults from the
collateral in the trust. Because they are partially protected
from defaults, senior tranches of a CDO trust typically have
higher ratings and lower yields than the underlying collateral
securities held by the trust and can be rated investment
grade. The Fund may invest in any tranche of a CDO
excluding the “equity” tranche.

The Fund may invest in collateralized mortgage obligations
(CMOs). CMOs are debt obligations collateralized by
mortgage loans or mortgage pass-through securities. CMOs
are a type of mortgage-backed security. Typically, CMOs are
collateralized by Ginnie Mae, Fannie Mae or Freddie Mac
Certificates, but may also be collateralized by whole loans or
private pass-throughs (referred to as “Mortgage Assets”).
Payments of principal and of interest on the Mortgage
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Assets, and any reinvestment income thereon, provide the
issuer with income to pay debt service on the CMOs. In a
CMO, a series of bonds or certificates is issued in multiple
classes. Each class of CMOs, often referred to as a
“tranche,” is issued at a specified fixed or floating coupon
rate and has a stated maturity or final distribution date.
Principal prepayments on the Mortgage Assets may cause
the CMOs to be retired substantially earlier than their stated
maturities or final distribution dates. Interest is paid or
accrues on all classes of the CMOs on a monthly, quarterly
or semi-annual basis.

The Fund may invest in mortgage dollar rolls. In a mortgage
dollar roll, the Fund sells mortgage-backed securities for
delivery in the current month and simultaneously contracts to
repurchase substantially similar (same type, coupon, and
maturity) securities on a specified future date. During the
period between the sale and repurchase, the Fund forgoes
principal and interest paid on the mortgage-backed
securities. The Fund earns money on a mortgage dollar roll
from any difference between the sale price and the future
purchase price, as well as the interest earned on the cash
proceeds of the initial sale.

Portfolio Selection

The Fund uses an active asset allocation strategy to try to
achieve its investment goals. This means the Fund actively
purchases and sells securities and other investments in
various market sectors based on the investment manager's
ongoing assessment of changing economic, global market,
industry, and issuer conditions. The Fund may seek to
quickly and efficiently shift its exposure among various
classes of debt securities, including through derivative
instruments and exchange-traded funds, and at any given
time may have substantial amount of exposure to any class
of debt or other income-producing investment. The Fund's
investment manager is a research driven, fundamental
investor that relies on a team of analysts to provide in-depth
industry expertise and uses both qualitative and quantitative
analysis to evaluate issuers. The investment manager uses
a "top-down" analysis of macroeconomic trends combined
with a "bottom-up" fundamental analysis of market sectors,
industries, and issuers to try to take advantage of varying
sector reactions to economic events. The investment
manager will evaluate country risk, business cycles, yield
curves, and values between and within markets and uses
quantitative tools and models as one aspect of its process.

The Fund's ability to achieve its investment goals depends in
part upon the investment manager's skill in determining the
Fund's asset allocation mix and sector weightings. There
can be no assurance that the investment manager's analysis
of the outlook for the economy and the business cycle will be
correct.

Alongside traditional financial and economic analyses, the
investment manager assesses the potential impacts of
material environmental, social and governance (ESG)
factors on an issuer, which the investment manager believes
provide a measure of the issuer’s sustainability. In analyzing
ESG factors, the investment manager assesses whether an

issuer’s practices pose a material financial risk or
opportunity. Consideration of ESG factors and risks is only
one component of the investment manager’s assessment of
eligible investments and may not be a determinative factor in
the investment manager’s final decision on whether to invest
in a security. In addition, the weight given to ESG factors
may vary across types of investments, industries, regions
and issuers and ESG factors and weights considered may
change over time. The investment manager does not assess
every investment for ESG factors and, when it does, not
every ESG factor may be identified or evaluated.

Exclusion of Investment Manager from Commodity
Pool Operator Definition

With respect to the Fund, the investment manager has
claimed an exclusion from the definition of “commodity pool
operator” (CPO) under the Commodity Exchange Act (CEA)
and the rules of the Commodity Futures Trading
Commission (CFTC) and, therefore, is not subject to CFTC
registration or regulation as a CPO. In addition, with respect
to the Fund, the investment manager is relying upon a
related exclusion from the definition of “commodity trading
advisor” (CTA) under the CEA and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among
other things, to adhere to certain limits on its investments in
commodity futures, commaodity options and swaps, which in
turn include non-deliverable currency forward contracts, as
further described in the Fund's Statement of Additional
Information (SAl). Because the investment manager and the
Fund intend to comply with the terms of the CPO exclusion,
the Fund may, in the future, need to adjust its investment
strategies, consistent with its investment goal, to limit its
investments in these types of instruments. The Fund is not
intended as a vehicle for trading in the commaodity futures,
commodity options, or swaps markets. The CFTC has
neither reviewed nor approved the investment manager’s
reliance on these exclusions, or the Fund, its investment
strategies or this prospectus.

Temporary Investments

When the investment manager believes market or economic
conditions are unfavorable for investors, the investment
manager may invest up to 100% of the Fund’s assets in a
temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high
quality short-term investments. Temporary defensive
investments generally may include short-term U.S.
government securities, high grade commercial paper, bank
obligations, repurchase agreements, money market fund
shares (including shares of an affiliated money market fund),
and other money market instruments. The investment
manager also may invest in these types of securities or hold
cash while looking for suitable investment opportunities or to
maintain liquidity. In these circumstances, the Fund may be
unable to achieve its investment goal.
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Principal Risks

Credit: The Fund could lose money on a debt security if the
issuer or borrower is unable or fails to meet its obligations,
including failing to make interest payments and/or to repay
principal when due. Changes in an issuer's financial
strength, the market's perception of the issuer's financial
strength or an issuer's or security's credit rating, which
reflects a third party's assessment of the credit risk
presented by a particular issuer or security, may affect debt
securities' values. The Fund may incur substantial losses on
debt securities that are inaccurately perceived to present a
different amount of credit risk by the market, the investment
manager or the rating agencies than such securities actually
do.

High-Yield Debt Instruments: High-yield debt instruments
(including loans) and unrated instruments of similar credit
quality (high-yield debt instruments or junk bonds) involve
greater risk of a complete loss of the Fund's investment, or
delays of interest and principal payments, than higher-quality
debt instruments or loans. Issuers of high-yield debt
instruments are not as strong financially as those issuing
securities of higher credit quality. High-yield debt
instruments are generally considered predominantly
speculative by the applicable rating agencies as these
issuers are more likely to encounter financial difficulties
because they may be more highly leveraged, or because of
other considerations. In addition, high yield debt instruments
generally are more vulnerable to changes in the relevant
economy, such as a recession or a sustained period of rising
interest rates, that could affect their ability to make interest
and principal payments when due. If an issuer stops making
interest and/or principal payments, payments on the
securities may never resume. These instruments may be
worthless and the Fund could lose its entire investment.

The prices of high-yield debt instruments generally fluctuate
more than higher-quality securities. Prices are especially
sensitive to developments affecting the issuer's business or
operations and to changes in the ratings assigned by rating
agencies. In addition, the entire high-yield debt market can
experience sudden and sharp price swings due to changes
in economic conditions, stock market activity, large
sustained sales by major investors, a high-profile default, or
other factors. Prices of corporate high-yield debt instruments
often are closely linked with the company'’s stock prices and
typically rise and fall in response to factors that affect stock
prices.

High-yield debt instruments are generally less liquid than
higher-quality securities. Many of these instruments are not
registered for sale under the federal securities laws and/or
do not trade frequently. When they do trade, their prices may
be significantly higher or lower than expected. At times, it
may be difficult to sell these securities promptly at an
acceptable price, which may limit the Fund's ability to sell
securities in response to specific economic events or to
meet redemption requests. As a result, certain high-yield
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debt instruments generally pose greater illiquidity and
valuation risks.

Substantial declines in the prices of high-yield debt
instruments can dramatically increase the yield of such
instruments. The decline in market prices generally reflects
an expectation that the issuer(s) may be at greater risk of
defaulting on the obligation to pay interest and principal
when due. Therefore, substantial increases in yield may
reflect a greater risk by the Fund of losing some or part of its
investment rather than reflecting any increase in income
from the higher yield that the debt instrument may pay to the
Fund on its investment.

Interest Rate: Interest rate changes can be sudden and
unpredictable, and are influenced by a number of factors,
including government policy, monetary policy, inflation
expectations, perceptions of risk, and supply of and demand
for bonds. Changes in government or central bank policy,
including changes in tax policy or changes in a central
bank’s implementation of specific policy goals, may have a
substantial impact on interest rates. There can be no
guarantee that any particular government or central bank
policy will be continued, discontinued or changed, nor that
any such policy will have the desired effect on interest rates.
Debt securities generally tend to lose market value when
interest rates rise and increase in value when interest rates
fall. A rise in interest rates also has the potential to cause
investors to rapidly sell fixed income securities. A substantial
increase in interest rates may also have an adverse impact
on the liquidity of a debt security, especially those with
longer maturities or durations. Securities with longer
maturities or durations or lower coupons or that make little
(or no) interest payments before maturity tend to be more
sensitive to interest rate changes.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual
issuers (such as the results of supply and demand), or
sectors within the securities markets. The value of a security
or other investment also may go up or down due to general
market conditions that are not specifically related to a
particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates, inflation or
exchange rates, or adverse investor sentiment generally.
Furthermore, events involving limited liquidity, defaults, non-
performance or other adverse developments that affect one
industry, such as the financial services industry, or concerns
or rumors about any events of these kinds, have in the past
and may in the future lead to market-wide liquidity problems,
may spread to other industries, and could negatively affect
the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread
of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war;
and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economic
prospects of many companies, sectors, nations, regions and
the market in general, in ways that cannot necessarily be
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foreseen. During a general downturn in the securities
markets, multiple asset classes may decline in value. When
markets perform well, there can be no assurance that
securities or other investments held by the Fund will
participate in or otherwise benefit from the advance.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

The long-term impact of the COVID-19 pandemic and its
subsequent variants on economies, markets, industries and
individual issuers is not known. The U.S. government and
the Federal Reserve, as well as certain foreign governments
and central banks, took extraordinary actions to support
local and global economies and the financial markets in
response to the COVID-19 pandemic. This and other
government intervention into the economy and financial
markets have resulted in a large expansion of government
deficits and debt, the long-term consequences of which are
not known.

The United States and various countries are currently
involved in disputes over trade and other matters, which may
result in tariffs, investment restrictions and other adverse
impacts on affected companies and securities. Trade
disputes may adversely affect the economies of the United
States and its trading partners, as well as companies directly
or indirectly affected by tariffs or restrictions and financial
markets generally. For example, the United States has
imposed tariffs and other trade barriers on Chinese exports,
has restricted sales of certain categories of goods to China,
and has established barriers to investments in China. The
United States government has prohibited U.S. persons from
investing in Chinese companies designated as related to the
Chinese military. These and possible future restrictions
could limit the Fund’s opportunities for investment and
require the sale of securities at a loss or make them illiquid.
Moreover, the Chinese government is involved in a
longstanding dispute with Taiwan that has included threats
of invasion. If the political climate between the United States
and China does not improve or continues to deteriorate, if
China were to attempt unification of Taiwan by force, or if
other geopolitical conflicts develop or get worse, economies,
markets and individual securities may be severely affected
both regionally and globally, and the value of the Fund’s
assets may go down.

Income: The Fund's distributions to shareholders may
decline when prevailing interest rates fall, when the Fund
experiences defaults on debt securities it holds or when the
Fund realizes a loss upon the sale of a debt security. The
Fund's income generally declines during periods of falling
benchmark interest rates because the Fund must reinvest
the proceeds it receives from existing investments (upon
their maturity, prepayment, amortization, sale, call, or buy-
back) at a lower rate of interest or return.

Variable Rate Securities: Variable rate securities (which
include floating rate debt securities) generally are less price
sensitive to interest rate changes than fixed rate debt
securities. However, the market value of variable rate debt
securities may decline or not appreciate as quickly as
expected when prevailing interest rates rise if the interest
rates of the variable rate securities do not rise as much, or
as quickly, as interest rates in general. Conversely, variable
rate securities will not generally increase in market value if
interest rates decline. When interest rates fall, there may be
a reduction in the payments of interest received by the Fund
from its variable rate securities.

Mortgage Securities and Asset-Backed Securities:
Mortgage securities differ from conventional debt securities
because principal is paid back over the life of the security
rather than at maturity. The Fund may receive unscheduled
prepayments of principal due to voluntary prepayments,
refinancing or foreclosure on the underlying mortgage loans.
To the Fund this means a loss of anticipated interest, and a
portion of its principal investment represented by any
premium the Fund may have paid. Mortgage prepayments
generally increase when interest rates fall. Because of
prepayments, mortgage securities may be less effective than
some other types of debt securities as a means of "locking
in" long-term interest rates and may have less potential for
capital appreciation during periods of falling interest rates.
When the Fund reinvests the prepayments of principal it
receives, it may receive a rate of interest that is lower than
the rate on the existing security.

Mortgage securities also are subject to extension risk. An
unexpected rise in interest rates could reduce the rate of
prepayments on mortgage securities and extend their life.
This could cause the price of the mortgage securities and
the Fund's share price to fall and would make the mortgage
securities more sensitive to interest rate changes. During
periods of difficult economic conditions, delinquencies and
losses on commercial mortgage-backed investments in
particular generally increase, including as a result of the
effects of those conditions on commercial real estate
markets, the ability of commercial tenants to make loan
payments, and the ability of a property to attract and retain
commercial tenants.

Since September 2008, the Federal Housing Finance
Agency (FHFA), an agency of the U.S. government, has
acted as the conservator to operate Fannie Mae and Freddie
Mac until they are stabilized. It is unclear how long the
conservatorship will last or what effect this conservatorship
will have on the securities issued or guaranteed by Fannie
Mae or Freddie Mac for the long-term.

Although the mortgage-backed securities that are delivered
in TBA transactions must meet certain standards, there is a
risk that the actual securities received by the Fund may be
less favorable than what was anticipated when entering into
the transaction. TBA transactions also involve the risk that a
counterparty will fail to deliver the security, exposing the
Fund to losses. Whether or not the Fund takes delivery of
the securities at the termination date of a TBA transaction, it
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will nonetheless be exposed to changes in the value of the
underlying investments during the term of the agreement.

Certain mortgage-backed securities, such as non-agency
CMBS and CMOs, may be more volatile and less liquid than
other traditional types of debt securities. These securities
are higher risk than traditional mortgage-backed securities
and may be rated below-investment grade (also known as
high-yield debt securities or “junk bonds”). These securities
may not be subject to the same underwriting requirements
for the underlying mortgages as mortgage-backed securities
that have a government or government-sponsored entity
guarantee, which makes them have less favorable collateral
and more credit risk. Certain of these securities have various
classes or “tranches.” CMO floaters and interest-only CMOs
are examples of these tranches. Different tranches have
priority over others with respect to the receipt of
prepayments on the mortgages. Therefore, depending on
the type of tranche in which the Fund invests, the investment
may be subject to a greater or lesser risk of prepayment
than other types of mortgage-backed securities. For
example, interest-only CMOs experience greater yield
variability relative to changes in prepayments.

Issuers of asset-backed securities may have limited ability to
enforce the security interest in the underlying assets, and
credit enhancements provided to support the securities, if
any, may be inadequate to protect investors in the event of
default. Like mortgage securities, asset-backed securities
are subject to prepayment and extension risks.

Foreign Securities (non-U.S.): Investing in foreign
securities, including sovereign debt securities, typically
involves different risks than investing in U.S. securities,
including risks related to currency exchange rates and
policies, country or government specific issues, less
favorable trading practices or regulation and greater price
volatility. Certain of these risks also may apply to securities
of U.S. companies with significant foreign operations. The
risks of investing in foreign securities are typically greater in
less developed or emerging market countries.

Currency exchange rates: Foreign securities may be issued
and traded in foreign currencies. As a result, their market
values in U.S. dollars may be affected by changes in
exchange rates between such foreign currencies and the
U.S. dollar, as well as between currencies of countries other
than the U.S. For example, if the value of the U.S. dollar
goes up compared to a foreign currency, an investment
traded in that foreign currency will go down in value because
it will be worth fewer U.S. dollars. The Fund accrues
additional expenses when engaging in currency exchange
transactions, and valuation of the Fund's foreign securities
may be subject to greater risk because both the currency
(relative to the U.S. dollar) and the security must be
considered.

Currency management strategies: Currency management
strategies may substantially change the Fund's exposure to
currency exchange rates and could result in losses to the
Fund if currencies do not perform as the investment
manager expects. In addition, currency management
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strategies, to the extent that they reduce the Fund's
exposure to currency risks, also reduce the Fund's ability to
benefit from favorable changes in currency exchange rates.
There is no assurance that the investment manager's use of
currency management strategies will benefit the Fund or that
they will be, or can be, used at appropriate times.
Furthermore, there may not be perfect correlation between
the amount of exposure to a particular currency and the
amount of securities in the Fund's portfolio denominated in
that currency. Investing in foreign currencies for purposes of
gaining from projected changes in exchange rates, as
opposed to hedging currency risks applicable to the Fund's
holdings, further increases the Fund's exposure to foreign
investment losses.

Political and economic developments: The political,
economic and social policies or structures of some foreign
countries may be less stable and more volatile than those in
the United States. Investments in these countries may be
subject to greater risks of internal and external conflicts,
expropriation, nationalization of assets, foreign exchange
controls (such as suspension of the ability to transfer
currency from a given country), restrictions on removal of
assets, political or social instability, military action or unrest,
diplomatic developments, currency devaluations, foreign
ownership limitations, and substantial, punitive or
confiscatory tax increases. It is possible that a government
may take over the assets or operations of a company or
impose restrictions on the exchange or export of currency or
other assets. Some countries also may have different legal
systems that may make it difficult or expensive for the Fund
to vote proxies, exercise shareholder rights, and pursue
legal remedies with respect to its foreign investments.
Diplomatic and political developments could affect the
economies, industries, and securities and currency markets
of the countries in which the Fund is invested. These
developments include rapid and adverse political changes;
social instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war. In
addition, such developments could contribute to the
devaluation of a country’s currency, a downgrade in the
credit ratings of issuers in such country, or a decline in the
value and liquidity of securities of issuers in that country. An
imposition of sanctions upon, or other government actions
impacting, certain issuers in a country could result in (i) an
immediate freeze of that issuer’s securities, impairing the
ability of the Fund to buy, sell, receive or deliver those
securities or (ii) other limitations on the Fund’s ability to
invest or hold such securities. These factors would affect the
value of the Fund'’s investments and are extremely difficult, if
not impossible, to predict and take into account with respect
to the Fund's investments.

Sovereign debt securities: Sovereign debt securities are
subject to various risks in addition to those relating to debt
securities and foreign securities generally, including, but not
limited to, the risk that a governmental entity may be
unwilling or unable to pay interest and repay principal on its
sovereign debt, or otherwise meet its obligations when due
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because of cash flow problems, insufficient foreign reserves,
the relative size of the debt service burden to the economy
as a whole, the government’s policy towards principal
international lenders such as the International Monetary
Fund, or the political considerations to which the government
may be subject. Sovereign debtors also may be dependent
on expected disbursements from other foreign governments
or multinational agencies and the country’s access to, or
balance of, trade. If a sovereign debtor defaults (or threatens
to default) on its sovereign debt obligations, the
indebtedness may be restructured. Restructuring may
include obtaining additional credit to finance outstanding
obligations, reduction and rescheduling of payments of
interest and principal, or negotiation of new or amended
credit and security agreements. Unlike most corporate debt
restructurings, the fees and expenses of financial and legal
advisers to the creditors in connection with a restructuring
may be borne by the holders of the sovereign debt securities
instead of the sovereign entity itself. Some sovereign
debtors have in the past been able to restructure their debt
payments without the approval of some or all debt holders or
to declare moratoria on payments, and similar occurrences
may happen in the future.

In the event of a default on sovereign debt, the Fund may
have limited legal recourse against the defaulting
government entity. As a sovereign entity, the issuing
government may be immune from lawsuits in the event of its
failure or refusal to pay the obligations when due, and any
rights the Fund may have may be restricted pursuant to the
terms of applicable treaties with such sovereign entity. If a
sovereign entity defaults, it may request additional time in
which to pay or for further loans. There may be no legal
process for collecting principal or interest payments on
sovereign debt that a government does not pay or such legal
process may be relatively more expensive, nor are there
bankruptcy proceedings by which the Fund may collect in
whole or in part on debt issued by a sovereign entity. In
certain cases, remedies must be pursued in the courts
located in the country of the defaulting sovereign entity itself,
which may further limit the Fund’s ability to obtain recourse.

Trading practices: Brokerage commissions, withholding
taxes, custodial fees, and other fees generally are higher in
foreign markets. The policies and procedures followed by
foreign stock exchanges, currency markets, trading systems
and brokers may differ from those applicable in the United
States, with possibly negative consequences to the Fund.
The procedures and rules governing foreign trading,
settlement and custody (holding of the Fund's assets) also
may result in losses or delays in payment, delivery or
recovery of money or other property. Foreign government
supervision and regulation of foreign securities and currency
markets and trading systems may be less than or different
from government supervision in the United States, and may
increase the Fund's regulatory and compliance burden
and/or decrease the Fund's investor rights and protections.

Availability of information: Foreign issuers may not be
subject to the same disclosure, accounting, auditing and
financial reporting standards and practices as U.S. issuers.

Thus, there may be less information publicly available about
foreign issuers than about most U.S. issuers. In addition,
information provided by foreign issuers may be less timely or
less reliable than information provided by U.S. issuers.

Limited markets: Certain foreign securities may be less
liquid (harder to sell) and their prices may be more volatile
than many U.S. securities. llliquidity tends to be greater, and
valuation of the Fund's foreign securities may be more
difficult, due to the infrequent trading and/or delayed
reporting of quotes and sales.

Regional: Adverse conditions in a certain region or country
can adversely affect securities of issuers in other countries
whose economies appear to be unrelated. To the extent that
the Fund invests a significant portion of its assets in a
specific geographic region or a particular country, the Fund
will generally have more exposure to the risks affecting that
specific geographic region or country. In the event of
economic or political turmoil or a deterioration of diplomatic
relations in a region or country where a substantial portion of
the Fund’s assets are invested, the Fund may experience
substantial illiquidity or reduction in the value of the Fund’s
investments.

Emerging market countries: The Fund's investments in
emerging market countries are subject to all of the risks of
foreign investing generally, and have additional heightened
risks due to a lack of established legal, political, business
and social frameworks to support securities markets. Some
of the additional significant risks include:

e less social, political and economic stability;

e a higher possibility of the devaluation of a country’s
currency, a downgrade in the credit ratings of issuers in
such country, or a decline in the value and liquidity of
securities of issuers in that country if the United States,
other nations or other governmental entities (including
supranational entities) impose sanctions on issuers that
limit or restrict foreign investment, the movement of
assets or other economic activity in the country due to
political, military or regional conflicts or due to terrorism
or war;

e smaller securities markets with low or non-existent
trading volume and greater illiquidity and price volatility;

e more restrictive national policies on foreign investment,
including restrictions on investment in issuers or
industries deemed sensitive to national interests;

e less transparent and established taxation policies;

¢ less developed regulatory or legal structures governing
private and foreign investment or allowing for judicial
redress for injury to private property, such as
bankruptcy;

o less familiarity with a capital market structure or market-
oriented economy and more widespread corruption and
fraud,;

¢ less financial sophistication, creditworthiness and/or
resources possessed by, and less government
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regulation of, the financial institutions and issuers with
which the Fund transacts;

e less government supervision and regulation of business
and industry practices, stock exchanges, brokers and
listed companies than in the U.S;

e greater concentration in a few industries resulting in
greater vulnerability to regional and global trade
conditions;

e higher rates of inflation and more rapid and extreme
fluctuations in inflation rates;

e greater sensitivity to interest rate changes (for example,
a higher interest rate environment can make it more
difficult for emerging market governments to service
their existing debt);

e increased volatility in currency exchange rates and
potential for currency devaluations and/or currency
controls;

e greater debt burdens relative to the size of the
economy;

¢ more delays in settling portfolio transactions and
heightened risk of loss from share registration and
custody practices; and

e less assurance that when favorable economic
developments occur, they will not be slowed or reversed
by unanticipated economic, political or social events in
such countries.

Because of the above factors, the Fund's investments in
emerging market countries may be subject to greater price
volatility and illiquidity than investments in developed
markets.

Floating Rate Corporate Investments: Certain corporate
loans may not be considered “securities,” and
investors, such as the Fund, therefore may not be
entitled to rely on the antifraud protections of the
federal securities laws and may have limited legal
remedies.

The senior secured corporate loans and corporate debt
securities in which the Fund invests are often issued in
connection with highly leveraged transactions. Such
transactions include leveraged buyout loans, leveraged
recapitalization loans, and other types of acquisition
financing. Loan investments issued in such transactions are
subject to greater credit risks than other investments
including a greater possibility that the borrower may default
or enter bankruptcy. An increase in interest rates may have
an adverse impact on the ability of the borrower to service
principal and interest due on a floating rate corporate loan.
Similarly, such loans are more vulnerable to changes in the
relevant economy, such as a recession or a sustained period
of rising or elevated interest rates. If a borrower stops
making interest and/or principal payments, payments on
such loan(s) may never resume. Such floating rate
investments may be rated below investment grade (i.e., also
known as “junk bonds”).
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Floating rate loans and securities in which the Fund may
invest are issued as “covenant lite” loans, which may entail
potentially increased risk, because they have few or no
financial maintenance covenants or restrictions that would
normally allow for early intervention and proactive mitigation
of credit risk. Lenders have limited or no ability to intervene
and either prevent or restrict actions that may potentially
compromise the company’s ability to pay.

In the event of a breach of a covenant in traditional loans or
debt securities, lenders may have the ability to intervene and
either prevent or restrict actions that may potentially
compromise the company's ability to pay or lenders may be
in a position to obtain concessions from the borrowers in
exchange for a waiver or amendment of the specific
covenant(s). In contrast, covenant lite loans do not
necessarily offer the same ability to intervene or obtain
additional concessions from borrowers. This risk is offset to
varying degrees by the fact that financial and performance
information may be available with or without covenants to
lenders and the public alike and can be used to detect such
early warning signs as deterioration of a borrower’s financial
condition or results. With such information, the portfolio
managers are normally able to take appropriate actions
without the help of covenants in the loans or debt securities.
Covenant lite corporate loans and debt securities, however,
may foster a capital structure designed to avoid defaults by
giving borrowers or issuers increased financial flexibility
when they need it the most.

No active trading market may exist for some corporate loans
and some corporate loans may be subject to restrictions on
resale. A secondary market in corporate loans may be
subject to irregular trading activity, wide bid/ask spreads and
extended trade settlement periods, which may impair the
ability to accurately value existing and prospective
investments and to realize in a timely fashion the full value
upon the sale of a corporate loan. In addition, the Fund may
not be able to readily sell its corporate loans at prices that
approximate those at which the Fund could sell such loans if
they were more widely held and traded. As a result of such
potential illiquidity, the Fund may have to sell other
investments or engage in borrowing transactions if
necessary to raise cash to meet its obligations.

From time to time, the investment manager may elect to
receive material non-public information (MNPI) about an
individual loan that is not available to other lenders of such
loan who may be unwilling to enter into a non-disclosure
agreement (NDA) with the borrower or company and restrict
themselves from trading in the loan for a specified period of
time. If the Fund elects to become restricted on any
individual loan as a result of agreeing to receive MNPI about
the loan and signing an NDA, such loan will be deemed
illiquid and the Fund might be unable to enter into a
transaction in a security of that borrower until the MNPI is
made public, when it would otherwise be advantageous to
do so.

Collateralized Debt Obligations (CDOs): The risks of an
investment in a CDO which include collateralized bond
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obligations (CBOs) and collateralized loan obligations
(CLOs) depend largely on the type of collateral held by the
special purpose entity (SPE) and the tranche of the CDO in
which the Fund invests. Investment risk may also be
affected by the performance of a CDO’s collateral manager
(the entity responsible for selecting and managing the pool
of collateral securities held by the SPE trust), especially
during a period of market volatility. CDOs may be deemed to
be illiquid and subject to the Fund’s restrictions on
investments in illiquid investments. The Fund’s investment in
CDOs will not receive the same investor protection as an
investment in registered securities.

In addition, prices of CDO tranches can decline
considerably. In addition to the normal risks associated with
debt securities and asset backed securities (e.g., interest
rate risk, credit risk and default risk), CDOs carry additional
risks including, but not limited to: (i) the possibility that
distributions from collateral securities will not be adequate to
make interest or other payments; (ii) the quality of the
collateral may decline in value or quality or go into default or
be downgraded; (iii) the Fund may invest in tranches of a
CDO that are subordinate to other classes; and (iv) the
complex structure of the security may not be fully
understood at the time of investment and may produce
disputes with the issuer, difficulty in valuing the security or
unexpected investment results. These risks are amplified in
tranches of CDOs that are subordinate to other tranches.

Collateralized Mortgage Obligations (CMOs): CMOs
have similar risks as mortgage securities and asset-backed
securities but also present certain special risks. CMOs
typically have several tranches that have different degrees of
predictability of cash flows as compared with the underlying
mortgage loans or mortgage pass-through securities that are
included in the CMOs. As a general matter, the more
predictable the cash flow, the lower the yield. The less
predictable the cash flow, the higher the yield and the
greater the risk. During periods of rapid or unanticipated
changes in interest rates, the ability of a CMO tranche to
provide the anticipated cash flow may be significantly
reduced. These changes may result in volatility in the market
value, and in some instances reduced liquidity of the CMO
tranche. In addition, if the collateral securing CMOs or any
third-party guarantees is insufficient to make payments, the
Fund could sustain a loss. Like other mortgage backed-
securities, some CMOs are subject to prepayment and
extension risks.

Prepayment: Debt securities are subject to prepayment risk
when the issuer can "call" the security, or repay principal, in
whole or in part, prior to the security's maturity. When the
Fund reinvests the prepayments of principal it receives, it
may receive a rate of interest that is lower than the rate on
the existing security, potentially lowering the Fund's income,
yield and its distributions to shareholders. Securities subject
to partial or complete prepayment(s) may offer less potential
for gains during a declining interest rate environment and
have greater price volatility. Prepayment risk is greater in
periods of falling interest rates for fixed-rate investments,
and for floating or variable rate securities, rising interest

rates generally increase the risk of refinancings or
prepayments.

Liquidity: Liquidity risk exists when the markets for
particular securities or types of securities or other
investments are or become relatively illiquid so that the Fund
is unable, or it becomes more difficult for the Fund, to sell
the security or other investment at the price at which the
Fund has valued the security. llliquidity may result from
political, economic or issuer specific events; supply/demand
imbalances; changes in a specific market’s size or structure,
including the number of participants; or overall market
disruptions. Securities or other investments with reduced
liquidity or that become illiquid may involve greater risk than
securities with more liquid markets. Market prices or
quotations for illiquid securities may be volatile, and there
may be large spreads between bid and ask prices. Reduced
liquidity may have an adverse impact on market price and
the Fund's ability to sell particular securities when necessary
to meet the Fund's liquidity needs, which may arise or
increase in response to a specific economic event or
because the investment manager wishes to purchase
particular investments or believes that a higher level of
liquidity would be advantageous. An investment may
become illiquid if the Fund and its affiliates receive material
non-public information about the issuer or the investment. To
the extent that the Fund and its affiliates hold a significant
portion of an issuer's outstanding securities, the Fund may
be subject to greater liquidity risk than if the issuer's
securities were more widely held.

Focus: To the extent that the Fund focuses on particular
countries, regions, industries, sectors or types of
investments from time to time, the Fund may be subject to
greater risks of adverse developments in such areas of
focus than a fund that invests in a wider variety of countries,
regions, industries, sectors or investments.

Derivative Instruments: The performance of derivative
instruments depends largely on the performance of an
underlying instrument, such as a currency, security, interest
rate, index and such instruments often have risks similar to
the underlying instrument, in addition to other risks.
Derivative instruments involve costs and can create
economic leverage in the Fund's portfolio, which may result
in significant volatility and cause the Fund to participate in
losses (as well as gains) in an amount that significantly
exceeds the Fund's initial investment. Other risks include
illiquidity, mispricing or improper valuation of the derivative
instrument, and imperfect correlation between the value of
the derivative and the underlying instrument so that the Fund
may not realize the intended benefits. Their successful use
will usually depend on the investment manager's ability to
accurately forecast movements in the market relating to the
underlying instrument. Should a market or markets, or prices
of particular classes of investments move in an unexpected
manner, especially in unusual or extreme market conditions,
the Fund may not realize the anticipated benefits of the
transaction, and it may realize losses, which could be
significant. If the investment manager is not successful in
using such derivative instruments, the Fund’s performance
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may be worse than if the investment manager did not use
such derivative instruments at all. When a derivative is used
for hedging, the change in value of the derivative instrument
also may not correlate specifically with the currency,
security, interest rate, index or other risk being hedged.
There is also the risk, especially under extreme market
conditions, that an instrument, which usually would operate
as a hedge, provides no hedging benefits at all.

Use of these instruments could also result in a loss if the
counterparty to the transaction does not perform as
promised, including because of such counterparty’s
bankruptcy or insolvency. This risk is heightened with
respect to over-the-counter (OTC) instruments, such as
certain swap agreements, and may be greater during volatile
market conditions. Other risks include the inability to close
out a position because the trading market becomes illiquid
(particularly in the OTC markets) or the availability of
counterparties becomes limited for a period of time. In
addition, the presence of speculators in a particular market
could lead to price distortions. To the extent that the Fund is
unable to close out a position because of market illiquidity,
the Fund may not be able to prevent further losses of value
in its derivatives holdings. Some derivatives can be
particularly sensitive to changes in interest rates or other
market prices. Investors should bear in mind that, while the
Fund intends to use derivative strategies on a regular basis,
it is not obligated to actively engage in these transactions,
generally or in any particular kind of derivative, if the
investment manager elects not to do so due to availability,
cost or other factors.

Many swaps currently are, and others eventually are
expected to be, required to be cleared through a central
counterparty. Central clearing is designed to reduce
counterparty credit risk and increase liquidity compared to
OTC swaps, but it does not eliminate those risks completely.
With cleared swaps, there is also a risk of loss by the Fund
of its initial and variation margin deposits in the event of
bankruptcy of the futures commission merchant (FCM) with
which the Fund has an open position, or the central
counterparty in a swap contract. With cleared swaps, the
Fund may not be able to obtain as favorable terms as it
would be able to negotiate for a bilateral, uncleared swap. In
addition, an FCM may unilaterally amend the terms of its
agreement with the Fund, which may include the imposition
of position limits or additional margin requirements with
respect to the Fund’s investment in certain types of swaps.
The regulation of cleared and uncleared swaps, as well as
other derivatives, is a rapidly changing area of law and is
subject to modification by government and judicial action. In
addition, the SEC, Commodity Futures Trading Commission
(CFTC) and the exchanges are authorized to take
extraordinary actions in the event of a market emergency. It
is not possible to predict fully the effects of current or future
regulation.

The use of derivative strategies may also have a tax impact
on the Fund. The timing and character of income, gains or
losses from these strategies could impair the ability of the
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investment manager to use derivatives when it wishes to do
SO.

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.

Extension: The market value of some fixed rate debt
securities (such as certain asset-backed and mortgage-
backed securities) will be adversely affected when bond
calls or prepayments on underlying mortgages or other
assets are less or slower than anticipated, particularly when
interest rates rise. When that occurs, the effective maturity
date of the Fund’s investment may be extended, resulting in
an increase in interest rate sensitivity to that of a longer-term
instrument. Such extension may also effectively lock-in a
below market interest rate and reduce the value of the debt
security.

Mortgage Dollar Rolls: In a mortgage dollar roll, the Fund
takes the risk that the market price of the mortgage-backed
securities will drop below their future purchase price. The
Fund also takes the risk that the mortgage-backed securities
that it repurchases at a later date will have less favorable
market characteristics than the securities originally sold
(e.g., greater prepayment risk). When the Fund uses a
mortgage dollar roll, it is also subject to the risk that the
other party to the agreement will not be able to perform.
Mortgage dollar rolls add leverage to the Fund's portfolio
and increase the Fund's sensitivity to interest rate changes.
In addition, investment in mortgage dollar rolls will increase
the Fund's portfolio turnover rate.

Management: The Fund is actively managed and could
experience losses (realized and unrealized) if the investment
manager’s judgment about markets, interest rates or the
attractiveness, relative values, liquidity, or potential
appreciation of particular investments made for the Fund's
portfolio prove to be incorrect. The Fund could also
experience losses if there are imperfections, errors or
limitations in the models, tools, and data used by the
investment manager or if the investment manager’s
techniques or investment decisions do not produce the
desired results. 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.

ESG Considerations: ESG considerations are one of a
number of factors that the investment manager examines
when considering investments for the Fund’s portfolio. In
light of this, the issuers in which the Fund invests may not be
considered ESG-focused issuers and may have lower or
adverse ESG assessments. Consideration of ESG factors
may affect the Fund’s exposure to certain issuers or

Franklin Strategic Income VIP Fund FSI-D11



FUND DETAILS

industries and may not work as intended. In addition, ESG
considerations assessed as part of the Fund’s investment
process may vary across types of eligible investments and
issuers. The investment manager does not assess every
investment for ESG factors and, when it does, not every
ESG factor may be identified or evaluated. The investment
manager’s assessment of an issuer’'s ESG factors is
subjective and will likely differ from that of investors, third
party service providers (e.g., ratings providers) and other
funds. As a result, securities selected by the investment
manager may not reflect the beliefs and values of any
particular investor. The investment manager also may be
dependent on the availability of timely, complete and
accurate ESG data reported by issuers and/or third-party
research providers, the timeliness, completeness and
accuracy of which is out of the investment manager’s
control. ESG factors are often not uniformly measured or
defined, which could impact the investment manager’s ability
to assess an issuer. While the investment manager views
ESG considerations as having the potential to contribute to
the Fund’s long-term performance, there is no guarantee
that such results will be achieved.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.

More detailed information about the Fund and its policies
and risks can be found in the Fund's Statement of Additional
Information (SAI).

A description of the Fund's policies and procedures
regarding the release of portfolio holdings information is also
available in the Fund's SAI. Portfolio holdings information
can be viewed online at www.franklintempleton.com.

Management

Franklin Advisers, Inc. (Advisers), One Franklin Parkway,
San Mateo, California 94403-1906, is the Fund’s investment
manager.

The Fund is managed by a team of dedicated professionals
on investments in U.S. and foreign debt securities. The
portfolio managers of the Fund are as follows:

Sonal Desai, Ph.D. Executive Vice President and
Director of Advisers

Dr. Desai has been a portfolio manager of the Fund since
2018. She joined Franklin Templeton in 2009.

Patrick Klein, Ph.D. Senior Vice President of Advisers
Dr. Klein has been a portfolio manager of the Fund since
2022. He joined Franklin Templeton in 2005.

Patricia O'Connor, CFA Vice President of Advisers*
Ms. O’Connor has been a portfolio manager of the Fund
since 2016. She joined Franklin Templeton in 1997.

Michael V. Salm Portfolio Manager of Advisers

Mr. Salm has been a portfolio manager of the Fund since
2024. He joined Franklin Templeton in 2024. Prior to joining
Franklin Templeton, Mr. Salm was a portfolio manager for
Putnam Investment Management, LLC (“Putnam
Management”). He joined Putnam Management in 1997.

Albert Chan, CFA Portfolio Manager of Advisers

Mr. Chan has been a portfolio manager of the Fund since
September 2025. He joined Franklin Templeton in 2024.
Prior to joining Franklin Templeton, Mr. Chan was a portfolio
manager for Putnam Investment Management, LLC
(“Putnam Management”). He joined Putnam Management in
2002.

Matthew J. Walkup Portfolio Manager of Advisers**

Mr. Walkup has been a portfolio manager of the Fund since
June 2026. He joined Franklin Templeton in 2024. Prior to
joining Franklin Templeton, Mr. Walkup was a portfolio
manager for Putnam Investment Management, LLC
(“Putnam Management”). He joined Putnam Management in
2014.

*Effective June 30, 2026, Patricia O’Connor will step down
as a member of the Fund’s portfolio management team.

**Effective June 30, 2026, Matthew J. Walkup will join the
Fund’s portfolio management team.

The portfolio managers of the Fund are jointly and primarily
responsible for the day-to-day management of the Fund's
portfolio. They have equal authority over all aspects of the
Fund's investment portfolio, including, but not limited to,
purchases and sales of individual securities, portfolio risk
assessment, and the management of daily cash balances in
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accordance with anticipated investment management
requirements. The degree to which each portfolio manager
may perform these functions, and the nature of these
functions, may change from time to time.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

The Fund’s SAl provides additional information about
portfolio manager compensation, other accounts that they
manage and their ownership of Fund shares.

The Fund pays Advisers a fee for managing the Fund’s
assets.

Advisers has agreed to reduce its fees to reflect reduced
services resulting from the Fund’s investments in Franklin
Templeton affiliated funds. This arrangement cannot be
terminated prior to April 30, 2027 without approval of the
board of trustees.

For the fiscal year ended December 31, 2025, the Fund paid
Advisers an effective management fee of 0.61% of the
Fund’s average net assets for investment management
services.

A discussion regarding the basis for the board of trustees’
approval of the Fund’s investment management agreement
is available in the Fund’s report on Form N-CSR for the
period ended June 30, 2025.

Manager of Managers Structure

The investment manager and the Trust have received an
exemptive order from the SEC that allows the Fund to
operate in a “manager of managers” structure whereby the
investment manager can appoint and replace both wholly-
owned and unaffiliated sub-advisors, and enter into, amend
and terminate sub-advisory agreements with such sub-
advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers
Structure). The Fund will, however, inform shareholders of
the hiring of any new sub-advisor within 90 days after the
hiring. The SEC exemptive order provides the Fund with
greater flexibility and efficiency and alleviates the need for
the Fund to incur the expense and delays associated with
obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect
to the Fund is subject to certain conditions that are set forth
in the SEC exemptive order. Under the Manager of
Managers Structure, the investment manager has the
ultimate responsibility, subject to oversight by the Fund's
board of trustees, to oversee sub-advisors and recommend
their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the
Fund's board of trustees: set the Fund's overall investment
strategy; evaluate, select and recommend sub-advisors to
manage all or a portion of the Fund's assets; and implement
procedures reasonably designed to ensure that each sub-
advisor complies with the Fund's investment goal, policies
and restrictions. Subject to review by the Fund's board of
trustees, the investment manager will allocate and, when
appropriate, reallocate the Fund's assets among sub-

advisors and monitor and evaluate the sub-advisors’

performance.

FUND DETAILS
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Financial Highlights

This table presents the financial performance of Fund shares for the past five years or since inception. The table shows certain
information on a single Fund share basis (per share performance). It also shows some key Fund statistics, such as total return
(past performance) and expense ratios. Total return represents the annual change in value of a share assuming reinvestment of
dividends and capital gains. This information has been audited by PricewaterhouseCoopers LLP, an independent registered
public accounting firm, whose report, along with the Fund's financial statements, are available on the Fund's website and are
included in the Form N-CSR filed with the SEC covering the period ended December 31, 2025, which is available upon request.

FSI-D14 Franklin Strategic Income VIP Fund



Franklin Strategic Income VIP Fund - Class 1

Year Ended December 31,

FUND DETAILS

2025 2024 2023 2022 2021*

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $9.35 $9.39 $9.09 $10.64 $10.76
Income from investment operations?:

Net investment income® 0.44 0.43 0.43 0.37 0.33

Net realized and unrealized gains (losses) 0.23 (0.04) 0.31 (1.49) (0.08)
Total from investment operations 0.67 0.39 0.74 (1.12) 0.25
Less distributions from:

Net investment income (0.47) (0.43) (0.44) (0.43) (0.37)

Net realized gains (—=)e — — — —
Net asset value, end of year $9.55 $9.35 $9.39 $9.09 $10.64
Total returnd 7.42% 4.32% 8.37% (10.46)% 2.28%
Ratios to average net assets
Expenses before waiver and payments by affiliates 0.81% 0.79% 0.84% 0.77% 0.78%
Expenses net of waiver and payments by affiliates 0.80% 0.78% 0.79%¢ 0.70%¢ 0.74%
Net investment income 4.68% 4.55% 4.67% 3.84% 3.11%
Supplemental data
Net assets, end of year (000’s) $168,602 $172,517 $182,461 $189,767 $248,352
Portfolio turnover rate 131.34% 86.89% 59.05% 63.64% 58.28%f
Portfolio turnover rate excluding mortgage dollar rolls? 78.82% 37.38%' 58.37% 63.64% 43.00%"

* Includes the consolidated operations of FT Holdings Corporation IIl from January 1, 2021 through April 27, 2021.
a. The amount shown for a share outstanding throughout the period may not correlate with the Consolidated Statement of Operations in the annual report for the period due to the timing of sales and repurchases
of the Fund’s shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.
¢. Amount rounds to less than $0.01 per share.

d. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.
e. Benefit of expense reduction rounds to less than 0.01%.
f. Excludes the value of portfolio activity as a result of in-kind transactions.
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Franklin Strategic Income VIP Fund - Class 2

Year Ended December 31,

2025 2024 2023 2022 2021*

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $8.95 $9.01 $8.73 $10.23 $10.36
Income from investment operations?:

Net investment income® 0.40 0.39 0.39 0.33 0.29

Net realized and unrealized gains (losses) 0.23 (0.04) 0.31 (1.43) (0.07)
Total from investment operations 0.63 0.35 0.70 (1.10) 0.22
Less distributions from:

Net investment income (0.45) (0.41) (0.42) (0.40) (0.35)

Net realized gains (—=)e — — — —
Net asset value, end of year $9.13 $8.95 $9.01 $8.73 $10.23
Total returnd 7.24% 4.02% 8.18% (10.75)% 2.11%
Ratios to average net assets
Expenses before waiver and payments by affiliates 1.06% 1.04% 1.09% 1.02% 1.03%
Expenses net of waiver and payments by affiliates 1.05% 1.03% 1.04%¢ 0.95%¢ 0.99%¢
Net investment income 4.43% 4.30% 4.42% 3.59% 2.86%
Supplemental data
Net assets, end of year (000’s) $70,243 $68,010 $73,436 $73,617 $89,733
Portfolio turnover rate 131.34% 86.89% 59.05% 63.64% 58.28%f
Portfolio turnover rate excluding mortgage dollar rolls? 78.82% 37.38%' 58.37% 63.64% 43.00%"

* Includes the consolidated operations of FT Holdings Corporation IIl from January 1, 2021 through April 27, 2021.

a. The amount shown for a share outstanding throughout the period may not correlate with the Consolidated Statement of Operations in the annual report for the period due to the timing of sales and repurchases
of the Fund’s shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

¢. Amount rounds to less than $0.01 per share.

d. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying
investment vehicle.

e. Benefit of expense reduction rounds to less than 0.01%.

f. Excludes the value of portfolio activity as a result of in-kind transactions.
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Franklin Strategic Income VIP Fund - Class 4

Year Ended December 31,

FUND DETAILS

2025 2024 2023 2022 2021*

Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $9.27 $9.31 $9.01 $10.54 $10.66
Income from investment operations?:

Net investment income® 0.40 0.39 0.39 0.33 0.29

Net realized and unrealized gains (losses) 0.23 (0.03) 0.31 (1.47) (0.07)
Total from investment operations 0.63 0.36 0.70 (1.14) 0.22
Less distributions from:

Net investment income (0.43) (0.40) (0.40) (0.39) (0.34)

Net realized gains (—=)e — — — —
Net asset value, end of year $9.47 $9.27 $9.31 $9.01 $10.54
Total returnd 7.05% 3.98% 7.99% (10.84)% 2.06%
Ratios to average net assets
Expenses before waiver and payments by affiliates 1.16% 1.14% 1.19% 1.12% 1.13%
Expenses net of waiver and payments by affiliates 1.15% 1.13% 1.14%¢ 1.06%¢ 1.09%¢
Net investment income 4.33% 4.20% 4.31% 3.48% 2.76%
Supplemental data
Net assets, end of year (000’s) $33,371 $35,001 $36,147 $37,419 $50,381
Portfolio turnover rate 131.34% 86.89% 59.05% 63.64% 58.28%f
Portfolio turnover rate excluding mortgage dollar rolls? 78.82% 37.38%' 58.37% 63.64% 43.00%"

* Includes the consolidated operations of FT Holdings Corporation IIl from January 1, 2021 through April 27, 2021.
a. The amount shown for a share outstanding throughout the period may not correlate with the Consolidated Statement of Operations in the annual report for the period due to the timing of sales and repurchases
of the Fund’s shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.
¢. Amount rounds to less than $0.01 per share.

d. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.
e. Benefit of expense reduction rounds to less than 0.01%.
f. Excludes the value of portfolio activity as a result of in-kind transactions.
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FUND DETAILS

FRANKLIN U.S. GOVERNMENT SECURITIES VIP FUND

Investment Goal

The Fund's investment goal is income.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests at least
80% of its net assets in U.S. government securities.
Shareholders will be given at least 60 days’ advance notice
of any change to this 80% policy. The Fund invests primarily
to predominantly in fixed rate and variable rate mortgage-
backed securities, a significant to substantial amount of
which is in securities issued by the Government National
Mortgage Association (Ginnie Maes).

Ginnie Maes represent an ownership interest in mortgage
loans made by banks and other financial institutions to
finance purchases of homes. The individual loans are
packaged or "pooled" together for sale to investors. As the
underlying mortgage loans are paid off, investors receive
periodic principal and interest payments. Ginnie Maes carry
a guarantee backed by the full faith and credit of the U.S.
government. The guarantee applies only to the timely
payment of principal and interest on the mortgages in the
pool, and does not apply to the market prices and yields of
the Ginnie Maes or to the net asset value or performance of
the Fund, which will vary with changes in interest rates and
other market conditions.

In addition to Ginnie Maes, the Fund may invest in
mortgage-backed and other securities issued or guaranteed
by the Federal National Mortgage Association (Fannie Mae)
or the Federal Home Loan Mortgage Corporation (Freddie
Mac), or other U.S. government-sponsored entities. The
Fund also may invest in U.S. government securities backed
by other types of assets, including business loans
guaranteed by the U.S. Small Business Administration.
Finally, the Fund may invest in U.S. Treasury STRIPS,
bonds, notes, bills and Treasury inflation-protected
securities. The Fund may also invest in repurchase
agreements, including those collateralized by U.S.
government securities.

Government agency or instrumentality issues have different
levels of credit support. Ginnie Mae pass-through mortgage
certificates are backed by the full faith and credit of the U.S.
government. U.S. government-sponsored entities, such
as Fannie Mae and Freddie Mac, may be chartered by
Acts of Congress, but their securities are neither issued
nor guaranteed by the U.S. government. Although the
U.S. government has provided financial support to
Fannie Mae and Freddie Mac, no assurance can be
given that the U.S. government will continue to do so.
Accordingly, securities issued by Fannie Mae and Freddie

Mac may involve a greater risk of non-payment of principal
and interest. Investors should remember that guarantees of
timely repayment of principal and interest do not apply to the
market prices and yields of the securities or to the net asset
value or performance of the Fund, which will vary with
changes in interest rates and other market conditions.

Payments to holders of mortgage-backed government
securities, including Ginnie Maes, Fannie Maes and Freddie
Macs, consist of the monthly distributions of interest and
principal (less Ginnie Mae’s, Fannie Mae’s or Freddie Mac’s
fees and any applicable loan servicing fees). The Fund will
reinvest the return of principal in securities that may have
different interest rates than the securities on which the
principal was returned.

Unscheduled principal payments are passed through to
holders of mortgage-backed securities, such as the Fund,
when mortgages in the pool underlying a Ginnie Mae,
Fannie Mae or Freddie Mac mortgage-backed security are
prepaid by borrowers (because a home is sold and the
mortgage is paid off, or the mortgage is refinanced) or as a
result of foreclosure. Accordingly, a mortgage-backed
security’s life is likely to be shorter than the stated maturity
of the mortgages in the underlying pool. Because of such
variation in prepayment rates, it is not possible to accurately
predict the life of a particular mortgage-backed security.

A debt security obligates the issuer to the bondholders, both
to repay a loan of money at a future date and generally to
pay interest. Debt securities in which the Fund invests may
be fixed-rate, adjustable-rate, a hybrid of the two, or zero
coupon securities. Zero coupon securities are debt securities
that make no periodic interest payments but instead are sold
at substantial discounts from their value at maturity. The
zero coupon bonds purchased by the Fund are typically
those which are issued or created by the U.S. government or
its agencies, where the interest coupons have been
"stripped off" a bond and the rights to principal and interest
payments are sold separately.

The Fund may acquire securities on a "when-issued,"
"delayed delivery" or "to-be-announced" basis. These
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.

In addition, the Fund may invest in mortgage dollar rolls. In a
mortgage dollar roll, the Fund sells mortgage-backed
securities for delivery in the current month and
simultaneously contracts to repurchase substantially similar
(same type, coupon, and maturity) securities on a specified
future date. During the period between the sale and
repurchase, the Fund forgoes principal and interest paid on
the mortgage-backed securities. The Fund earns money on
a mortgage dollar roll from any difference between the sale
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price and the future purchase price, as well as the interest
earned on the cash proceeds of the initial sale.

Portfolio Selection

The investment manager generally buys, and holds, high
quality income securities. Using this straightforward
approach, the investment manager seeks to produce current
income with a high degree of credit safety from a
conservatively managed portfolio of U.S. government
securities.

Exclusion of Investment Manager from Commodity
Pool Operator Definition

With respect to the Fund, the investment manager has
claimed an exclusion from the definition of “commaodity pool
operator” (CPO) under the Commodity Exchange Act (CEA)
and the rules of the Commodity Futures Trading
Commission (CFTC) and, therefore, is not subject to CFTC
registration or regulation as a CPO. In addition, with respect
to the Fund, the investment manager is relying upon a
related exclusion from the definition of “commodity trading
advisor” (CTA) under the CEA and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among
other things, to adhere to certain limits on its investments in
commodity futures, commodity options and swaps, which in
turn include non-deliverable currency forward contracts, as
further described in the Fund's Statement of Additional
Information (SAl). Because the investment manager and the
Fund intend to comply with the terms of the CPO exclusion,
the Fund may, in the future, need to adjust its investment
strategies, consistent with its investment goal, to limit its
investments in these types of instruments. The Fund is not
intended as a vehicle for trading in the commodity futures,
commodity options, or swaps markets. The CFTC has
neither reviewed nor approved the investment manager’s
reliance on these exclusions, or the Fund, its investment
strategies or this prospectus.

Temporary Investments

When the investment manager believes market or economic
conditions are unfavorable for investors, the investment
manager may invest up to 100% of the Fund’s assets in a
temporary defensive manner by holding all or a substantial
portion of its assets in cash, cash equivalents or other high
quality short-term investments. Temporary defensive
investments generally may include short-term U.S.
government securities, high grade commercial paper, bank
obligations, repurchase agreements, money market fund
shares (including shares of an affiliated money market fund),
and other money market instruments. The investment
manager also may invest in these types of securities or hold
cash while looking for suitable investment opportunities or to
maintain liquidity. In these circumstances, the Fund may be
unable to achieve its investment goal.

Principal Risks

Interest Rate: Interest rate changes can be sudden and
unpredictable, and are influenced by a number of factors,
including government policy, monetary policy, inflation
expectations, perceptions of risk, and supply of and demand
for bonds. Changes in government or central bank policy,
including changes in tax policy or changes in a central
bank’s implementation of specific policy goals, may have a
substantial impact on interest rates. There can be no
guarantee that any particular government or central bank
policy will be continued, discontinued or changed, nor that
any such policy will have the desired effect on interest rates.
Debt securities generally tend to lose market value when
interest rates rise and increase in value when interest rates
fall. A rise in interest rates also has the potential to cause
investors to rapidly sell fixed income securities. A substantial
increase in interest rates may also have an adverse impact
on the liquidity of a debt security, especially those with
longer maturities or durations. Securities with longer
maturities or durations or lower coupons or that make little
(or no) interest payments before maturity tend to be more
sensitive to interest rate changes.

Prepayment: Debt securities are subject to prepayment risk
when the issuer can "call" the security, or repay principal, in
whole or in part, prior to the security's maturity. When the
Fund reinvests the prepayments of principal it receives, it
may receive a rate of interest that is lower than the rate on
the existing security, potentially lowering the Fund's income,
yield and its distributions to shareholders. Securities subject
to partial or complete prepayment(s) may offer less potential
for gains during a declining interest rate environment and
have greater price volatility. Prepayment risk is greater in
periods of falling interest rates for fixed-rate investments,
and for floating or variable rate securities, rising interest
rates generally increase the risk of refinancings or
prepayments.

Mortgage Securities: Mortgage securities differ from
conventional debt securities because principal is paid back
over the life of the security rather than at maturity. The Fund
may receive unscheduled prepayments of principal due to
voluntary prepayments, refinancing or foreclosure on the
underlying mortgage loans. To the Fund this means a loss of
anticipated interest, and a portion of its principal investment
represented by any premium the Fund may have paid.
Mortgage prepayments generally increase when interest
rates fall. Because of prepayments, mortgage securities may
be less effective than some other types of debt securities as
a means of "locking in" long-term interest rates and may
have less potential for capital appreciation during periods of
falling interest rates. When the Fund reinvests the
prepayments of principal it receives, it may receive a rate of
interest that is lower than the rate on the existing security.

Mortgage securities also are subject to extension risk. An
unexpected rise in interest rates could reduce the rate of

prepayments on mortgage securities and extend their life.
This could cause the price of the mortgage securities and
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the Fund's share price to fall and would make the mortgage
securities more sensitive to interest rate changes.

Since September 2008, the Federal Housing Finance
Agency (FHFA), an agency of the U.S. government, has
acted as the conservator to operate Fannie Mae and Freddie
Mac until they are stabilized. It is unclear how long the
conservatorship will last or what effect this conservatorship
will have on the securities issued or guaranteed by Fannie
Mae or Freddie Mac for the long-term.

Extension: The market value of some fixed rate debt
securities (such as certain asset-backed and mortgage-
backed securities) will be adversely affected when bond
calls or prepayments on underlying mortgages or other
assets are less or slower than anticipated, particularly when
interest rates rise. When that occurs, the effective maturity
date of the Fund’s investment may be extended, resulting in
an increase in interest rate sensitivity to that of a longer-term
instrument. Such extension may also effectively lock-in a
below market interest rate and reduce the value of the debt
security.

Ginnie Maes: Ginnie Maes differ from conventional debt
securities, such as Treasury securities, because principal is
paid back monthly over the life of the security rather than at
maturity. The Fund may receive unscheduled payments of
principal due to voluntary prepayments, refinancing or
foreclosure on the underlying mortgage loans. During
periods of declining interest rates, the volume of principal
prepayments generally increases as borrowers refinance
their mortgages at lower rates. The Fund may be forced to
reinvest returned principal at lower interest rates, reducing
the Fund's income. For this reason, Ginnie Maes may be
less effective than some other types of securities as a
means of "locking in" long-term interest rates and may have
less potential for capital appreciation during periods of falling
interest rates than some other investments with similar
maturities. A reduction in the anticipated rate of principal
prepayments, especially during periods of rising interest
rates, may increase the effective maturity of Ginnie Maes,
making them more susceptible than some other debt
securities to a decline in market value when interest rates
rise. This could increase the volatility of the Fund's
performance and share price.

Income: The Fund's distributions to shareholders may
decline when prevailing interest rates fall, when the Fund
experiences defaults on debt securities it holds or when the
Fund realizes a loss upon the sale of a debt security. The
Fund's income generally declines during periods of falling
benchmark interest rates because the Fund must reinvest
the proceeds it receives from existing investments (upon
their maturity, prepayment, amortization, sale, call, or buy-
back) at a lower rate of interest or return.

Credit: The Fund could lose money on a debt security if the
issuer or borrower is unable or fails to meet its obligations,
including failing to make interest payments and/or to repay
principal when due. Changes in an issuer's financial
strength, the market's perception of the issuer's financial
strength or an issuer's or security's credit rating, which

FUND DETAILS

reflects a third party's assessment of the credit risk
presented by a particular issuer or security, may affect debt
securities' values. The Fund may incur substantial losses on
debt securities that are inaccurately perceived to present a
different amount of credit risk by the market, the investment
manager or the rating agencies than such securities actually
do.

While securities issued or guaranteed by Ginnie Mae are
backed by the full faith and credit of the U.S. government,
not all securities of the various U.S. government agencies
are, including those of Fannie Mae and Freddie Mac. While
the U.S. government has provided financial support to
Fannie Mae and Freddie Mac, no assurance can be given
that the U.S. government will always do so, since the U.S.
government is not so obligated by law. Accordingly,
securities issued by Fannie Mae and Freddie Mac may
involve a risk of non-payment of principal and interest. Also,
guarantees of principal and interest do not apply to market
prices, yields or the Fund’s share price. 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.

Management: The Fund is actively managed and could
experience losses (realized and unrealized) if the investment
manager’s judgment about markets, interest rates or the
attractiveness, relative values, liquidity, or potential
appreciation of particular investments made for the Fund's
portfolio prove to be incorrect. The Fund could also
experience losses if there are imperfections, errors or
limitations in the models, tools, and data used by the
investment manager or if the investment manager’s
techniques or investment decisions do not produce the
desired results. 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.

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual
issuers (such as the results of supply and demand), or
sectors within the securities markets. The value of a security
or other investment also may go up or down due to general
market conditions that are not specifically related to a
particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates, inflation or
exchange rates, or adverse investor sentiment generally.
Furthermore, events involving limited liquidity, defaults, non-
performance or other adverse developments that affect one
industry, such as the financial services industry, or concerns
or rumors about any events of these kinds, have in the past
and may in the future lead to market-wide liquidity problems,
may spread to other industries, and could negatively affect
the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread
of diseases; natural, environmental or man-made disasters;
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financial, political or social disruptions; terrorism and war;
and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economic
prospects of many companies, sectors, nations, regions and
the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities
markets, multiple asset classes may decline in value. When
markets perform well, there can be no assurance that
securities or other investments held by the Fund will
participate in or otherwise benefit from the advance.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

The long-term impact of the COVID-19 pandemic and its
subsequent variants on economies, markets, industries and
individual issuers is not known. The U.S. government and
the Federal Reserve, as well as certain foreign governments
and central banks, took extraordinary actions to support
local and global economies and the financial markets in
response to the COVID-19 pandemic. This and other
government intervention into the economy and financial
markets have resulted in a large expansion of government
deficits and debt, the long-term consequences of which are
not known.

The United States and various countries are currently
involved in disputes over trade and other matters, which may
result in tariffs, investment restrictions and other adverse
impacts on affected companies and securities. Trade
disputes may adversely affect the economies of the United
States and its trading partners, as well as companies directly
or indirectly affected by tariffs or restrictions and financial
markets generally. For example, the United States has
imposed tariffs and other trade barriers on Chinese exports,
has restricted sales of certain categories of goods to China,
and has established barriers to investments in China. The
United States government has prohibited U.S. persons from
investing in Chinese companies designated as related to the
Chinese military. These and possible future restrictions
could limit the Fund’s opportunities for investment and
require the sale of securities at a loss or make them illiquid.
Moreover, the Chinese government is involved in a
longstanding dispute with Taiwan that has included threats
of invasion. If the political climate between the United States
and China does not improve or continues to deteriorate, if
China were to attempt unification of Taiwan by force, or if
other geopolitical conflicts develop or get worse, economies,
markets and individual securities may be severely affected
both regionally and globally, and the value of the Fund'’s
assets may go down.

When-Issued and Delayed Delivery Transactions:
Mortgage-backed securities may be issued on a when-
issued or delayed delivery basis, where payment and
delivery take place at a future date. Because the market
price of the security may fluctuate during the time before

payment and delivery, the Fund assumes the risk that the
value of the security at delivery may be more or less than
the purchase price.

Mortgage Dollar Rolls: In a mortgage dollar roll, the Fund
takes the risk that the market price of the mortgage-backed
securities will drop below their future purchase price. The
Fund also takes the risk that the mortgage-backed securities
that it repurchases at a later date will have less favorable
market characteristics than the securities originally sold
(e.g., greater prepayment risk). When the Fund uses a
mortgage dollar roll, it is also subject to the risk that the
other party to the agreement will not be able to perform.
Mortgage dollar rolls add leverage to the Fund's portfolio
and increase the Fund's sensitivity to interest rate changes.
In addition, investment in mortgage dollar rolls will increase
the Fund's portfolio turnover rate.

Liquidity: Liquidity risk exists when the markets for
particular securities or types of securities or other
investments are or become relatively illiquid so that the Fund
is unable, or it becomes more difficult for the Fund, to sell
the security or other investment at the price at which the
Fund has valued the security. llliquidity may result from
political, economic or issuer specific events; supply/demand
imbalances; changes in a specific market’s size or structure,
including the number of participants; or overall market
disruptions. Securities or other investments with reduced
liquidity or that become illiquid may involve greater risk than
securities with more liquid markets. Market prices or
quotations for illiquid securities may be volatile, and there
may be large spreads between bid and ask prices. Reduced
liquidity may have an adverse impact on market price and
the Fund's ability to sell particular securities when necessary
to meet the Fund's liquidity needs, which may arise or
increase in response to a specific economic event or
because the investment manager wishes to purchase
particular investments or believes that a higher level of
liquidity would be advantageous. An investment may
become illiquid if the Fund and its affiliates receive material
non-public information about the issuer or the investment. To
the extent that the Fund and its affiliates hold a significant
portion of an issuer's outstanding securities, the Fund may
be subject to greater liquidity risk than if the issuer's
securities were more widely held.

Cybersecurity: Cybersecurity incidents, both intentional
and unintentional, may allow an unauthorized party to gain
access to Fund assets, Fund or customer data (including
private shareholder information), or proprietary information,
cause the Fund, the investment manager, and/or their
service providers (including, but not limited to, Fund
accountants, custodians, sub-custodians, transfer agents
and financial intermediaries) to suffer data breaches, data
corruption or loss of operational functionality or prevent Fund
investors from purchasing, redeeming or exchanging shares
or receiving distributions. The investment manager has
limited ability to prevent or mitigate cybersecurity incidents
affecting third party service providers, and such third party
service providers may have limited indemnification
obligations to the Fund or the investment manager.
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Cybersecurity incidents may result in financial losses to the
Fund and its shareholders, and substantial costs may be
incurred in an effort to prevent or mitigate future
cybersecurity incidents. Issuers of securities in which the
Fund invests are also subject to cybersecurity risks, and the
value of these securities could decline if the issuers
experience cybersecurity incidents.

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.

More detailed information about the Fund and its policies
and risks can be found in the Fund's Statement of Additional
Information (SAl).

A description of the Fund's policies and procedures
regarding the release of portfolio holdings information is also
available in the Fund's SAl. Portfolio holdings information
can be viewed online at www.franklintempleton.com.

Management

Franklin Advisers, Inc. (Advisers), One Franklin Parkway,
San Mateo, California 94403-1906, is the Fund’s investment
manager.

The Fund is managed by a team of dedicated professionals
focused on investments in U.S. government securities. The
portfolio managers of the Fund are as follows:

Neil Dhruv Vice President of Advisers
Mr. Dhruv has been a portfolio manager of the Fund since
2019. He joined Franklin Templeton in 2002.

Jatin Misra, Ph.D., CFA Portfolio Manager of Advisers
Dr. Misra has been a portfolio manager of the Fund since
2024. He joined Franklin Templeton in 2024. Prior to joining
Franklin Templeton, Dr. Misra was a portfolio manager for
Putnam Investment Management, LLC (“Putnam
Management”). He joined Putnam Management in 2004.

Michael V. Salm Portfolio Manager of Advisers

Mr. Salm has been a portfolio manager of the Fund since
2024. He joined Franklin Templeton in 2024. Prior to joining
Franklin Templeton, Mr. Salm was a portfolio manager for
Putnam Investment Management, LLC (“Putnam
Management”). He joined Putnam Management in 1997.

The portfolio managers of the Fund are jointly and primarily
responsible for the day-to-day management of the Fund's
portfolio. They have equal authority over all aspects of the
Fund's investment portfolio, including, but not limited to,
purchases and sales of individual securities, portfolio risk
assessment, and the management of daily cash balances in
accordance with anticipated investment management

FUND DETAILS

requirements. The degree to which each portfolio manager
may perform these functions, and the nature of these
functions, may change from time to time.

The Fund’s SAI provides additional information about
portfolio manager compensation, other accounts that they
manage and their ownership of Fund shares.

The Fund pays Advisers a fee for managing the Fund’s
assets.

Advisers has agreed to reduce its fees to reflect reduced
services resulting from the Fund’s investments in Franklin
Templeton affiliated funds. This arrangement cannot be
terminated prior to April 30, 2027 without approval of the
board of trustees.

For the fiscal year ended December 31, 2025, the Fund paid
Advisers an effective management fee of 0.50% of the
Fund’s average net assets for investment management
services.

A discussion regarding the basis for the board of trustees’
approval of the Fund’s investment management agreement
is available in the Fund’s report on Form N-CSR for the
period ended June 30, 2025.

Manager of Managers Structure

The investment manager and the Trust have received an
exemptive order from the SEC that allows the Fund to
operate in a “manager of managers” structure whereby the
investment manager can appoint and replace both wholly-
owned and unaffiliated sub-advisors, and enter into, amend
and terminate sub-advisory agreements with such sub-
advisors, each subject to board approval but without
obtaining prior shareholder approval (Manager of Managers
Structure). The Fund will, however, inform shareholders of
the hiring of any new sub-advisor within 90 days after the
hiring. The SEC exemptive order provides the Fund with
greater flexibility and efficiency and alleviates the need for
the Fund to incur the expense and delays associated with
obtaining shareholder approval of such sub-advisory
agreements.

The use of the Manager of Managers Structure with respect
to the Fund is subject to certain conditions that are set forth
in the SEC exemptive order. Under the Manager of
Managers Structure, the investment manager has the
ultimate responsibility, subject to oversight by the Fund's
board of trustees, to oversee sub-advisors and recommend
their hiring, termination and replacement. The investment
manager will also, subject to the review and approval of the
Fund's board of trustees: set the Fund's overall investment
strategy; evaluate, select and recommend sub-advisors to
manage all or a portion of the Fund's assets; and implement
procedures reasonably designed to ensure that each sub-
advisor complies with the Fund's investment goal, policies
and restrictions. Subject to review by the Fund's board of
trustees, the investment manager will allocate and, when
appropriate, reallocate the Fund's assets among sub-
advisors and monitor and evaluate the sub-advisors’
performance.
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Financial Highlights

This table presents the financial performance of Fund shares for the past five years or since inception. The table shows certain
information on a single Fund share basis (per share performance). It also shows some key Fund statistics, such as total return
(past performance) and expense ratios. Total return represents the annual change in value of a share assuming reinvestment of
dividends and capital gains. This information has been audited by PricewaterhouseCoopers LLP, an independent registered
public accounting firm, whose report, along with the Fund's financial statements, are available on the Fund's website and are
included in the Form N-CSR filed with the SEC covering the period ended December 31, 2025, which is available upon request.

Franklin U.S. Government Securities VIP Fund - Class 1

Year Ended December 31,

2025 2024 2023 2022 2021
Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $10.43 $10.62 $10.44 $11.85 $12.37
Income from investment operations?:

Net investment income® 0.33 0.31 0.28 0.20 0.12

Net realized and unrealized gains (losses) 0.38 (0.16) 0.21 (1.32) (0.32)
Total from investment operations 0.71 0.15 0.49 (1.12) (0.20)
Less distributions from:

Net investment income (0.37) (0.34) (0.31) (0.29) (0.32)
Net asset value, end of year $10.77 $10.43 $10.62 $10.44 $11.85
Total return® 7.01% 1.50% 4.76% (9.50)% (1.62)%
Ratios to average net assets
Expenses 0.53%¢ 0.53% 0.52%¢ 0.49%¢ 0.53%
Net investment income 3.08% 2.96% 2.70% 1.79% 1.03%
Supplemental data
Net assets, end of year (000's) $29,696 $32,918 $35,731 $37,066 $45,733
Portfolio turnover rate 23.32% 11.16% 16.46% 9.28% 80.81%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s
shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.

b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying
investment vehicle.

d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.

e. Benefit of expense reduction rounds to less than 0.01%.
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Year Ended December 31,
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2025 2024 2023 2022 2021
Per share operating performance
(for a share outstanding throughout the year)
Net asset value, beginning of year $10.18 $10.36 $10.19 $11.57 $12.08
Income from investment operations?:

Net investment income® 0.29 0.28 0.25 0.16 0.09

Net realized and unrealized gains (losses) 0.38 (0.14) 0.20 (1.28) (0.31)
Total from investment operations 0.67 0.14 0.45 (1.12) (0.22)
Less distributions from:

Net investment income (0.35) (0.32) (0.28) (0.26) (0.29)
Net asset value, end of year $10.50 $10.18 $10.36 $10.19 $11.57
Total returnc 6.69% 1.37% 4.47% (9.75)% (1.83)%
Ratios to average net assets
Expenses 0.78%° 0.78% 0.77%¢ 0.74%¢ 0.78%
Net investment income 2.83% 2.71% 2.45% 1.53% 0.78%
Supplemental data
Net assets, end of year (000’s) $467,523 $489,726 $522,181 $555,028 $730,340
Portfolio turnover rate 23.32% 11.16% 16.46% 9.28% 80.81%

a. The amount shown for a share outstanding throughout the period may not correlate with the Statement of Operations in the annual report for the period due to the timing of sales and repurchases of the Fund’s

shares in relation to income earned and/or fluctuating fair value of the investments of the Fund.
b. Based on average daily shares outstanding.

c. Total return does not include fees, charges or expenses imposed by the variable annuity and life insurance contracts for which Franklin Templeton Variable Insurance Products Trust serves as an underlying

investment vehicle.
d. Benefit of waiver and payments by affiliates rounds to less than 0.01%.
e. Benefit of expense reduction rounds to less than 0.01%.
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TEMPLETON EMERGING MARKETS VIP FUND

Investment Goal

The Fund's investment goal is long-term capital
appreciation.

Principal Investment Policies and Practices

Under normal market conditions, the Fund invests at least
80% of its net assets in emerging market investments.
Shareholders will be given at least 60 days' advance notice
of any change to this 80% policy.

Emerging market countries include those currently
considered to be developing or emerging by the United
Nations or the countries’ authorities or by S&P Dow Jones,
Morgan Stanley Capital International or Russell index
providers. The Fund considers frontier markets to be a
subset of emerging markets and any investments in frontier
markets will be counted toward the Fund’s 80% investment
policy. These countries typically are located in the Asia-
Pacific region (including Hong Kong), Eastern Europe,
Central and South America, the Middle East and Africa.

Emerging market equity securities and emerging market
countries are more fully described in the SAI.

The Fund is a "non-diversified" fund, which means it may
invest a greater proportion of its assets in a single issuer
compared to a diversified fund.

The Fund invests predominantly in the equity securities
(principally common and preferred stocks and American,
Global and European Depositary Receipts) of emerging
market companies. For purposes of the Fund's investments,
emerging market companies are those:

e whose principal securities trading markets are in
emerging market countries; or

o that derive 50% or more of their total revenue or profit
from either goods or services produced or sales made in
emerging market countries; or

e that have 50% or more of their assets in emerging
market countries; or

o that are linked to currencies of emerging market
countries; or

e that are organized under the laws of, or with principal
offices in, emerging market countries.

In addition to the Fund's main investments, the Fund may
invest up to 20% of its net assets in the securities of issuers
in developed market countries.

An equity security represents a proportionate share of the
ownership of a company; its value is based on the success

or failure of the company's business, any income paid to
stockholders, the value of its assets and general market
conditions. Common stocks, preferred stocks and depositary
receipts are examples of equity securities. Certain
investments in Chinese companies are made through a
special structure known as a variable interest entity (VIE)
that is designed to provide foreign investors with exposure to
Chinese companies that operate in certain sectors in which
China restricts or prohibits foreign investments.

The Fund's investments in equity securities may include
investments in the securities of any capitalization, including
in small and mid capitalization companies. The Fund also
invests in American, Global, and European Depositary
Receipts, which are certificates typically issued by a bank or
trust company that give their holders the right to receive
securities issued by a foreign or domestic corporation.

The Fund, from time to time, may have significant
investments in one or more markets, such as China, Taiwan
or South Korea, or in particular industries or sectors, such as
the information technology, financial services, consumer
discretionary, and industrial sectors.

Portfolio Selection

When choosing equity investments for the Fund, the
investment manager applies a fundamental, research-driven,
long-term approach, focusing on companies with sustainable
earnings power that are trading at a discount to intrinsic
worth. In assessing individual investment opportunities, the
investment manager considers a variety of factors, including
a company'’s profit and loss outlook, balance sheet strength,
cash flow trends and asset value in relation to the current
price of the company’s securities. The investment manager
also focuses on incorporating environmental, social and
governance (ESG) factors throughout the investment
process, including the Fund’s security-selection and portfolio
construction process.

The Fund focuses on companies with adequate or better
management of material ESG issues, and in analyzing ESG
factors, the investment manager conducts a materiality-
based ESG assessment through both in-depth research and
engagement with companies as appropriate to assess how a
company's practices are aimed at improving or maintaining
the ESG footprint of its operating model. The following
provides examples of ESG elements that can be taken into
consideration when assessing a company:

¢ Environmental considerations, which can include issues
such as resource efficiency, carbon emissions
management, waste prevention and recycling and
pollution prevention and control.

e Social considerations, which can include issues such as
labor standards, fair wages, diversity and gender
balance, health and safety practices and product safety.
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e Governance considerations, which can include issues
such as appropriate accounting practices, alignment of
interests, board effectiveness, capital allocation,
shareholder rights and quality of disclosures.

In addition, the investment manager assesses the potential
for improvement through the Fund’s engagement as an
active owner. These are targeted engagements with specific
goals and objectives based on scope for improvement. The
investment manager seeks companies that are good or
improving stewards aligned with shareholder interest and the
investment manager’s governance assessment includes
regular dialogue with companies, monitoring material ESG
issues and voting proxies.

The Fund also applies specific ESG exclusions, including
companies which, according to the investment manager’s
analysis:

o repeatedly and/or seriously violate the United Nations
Global Compact Principles, without positive perspective;

¢ manufacture nuclear or controversial weapons defined
as anti-personnel mines, biological & chemical
weaponry, depleted uranium and cluster munitions or
those that manufacture components intended for use in
such weapons (companies that derive more than 10%
revenue from any other weapons are also be excluded);

e derive more than 25% of their revenue from thermal
coal extraction; or

¢ manufacture tobacco or tobacco products.

The investment manager may consider selling an equity
security when it believes the security has become
overvalued due to either its price appreciation or changes in
the company’s fundamentals, when there is significant
deterioration of its ESG factors, or when the investment
manager believes another security is a more attractive
investment opportunity.

Consideration of ESG factors and risks is not the only
component of the investment manager’'s assessment of
issuers eligible for investment. The weight given to ESG
factors may vary across types of investments, industries,
regions and issuers and may change over time. In certain
circumstances, there may be times when not every
investment is assessed for ESG factors and, when they are,
not every ESG factor may be identified or evaluated.

Exclusion of Investment Manager from Commodity
Pool Operator Definition

With respect to the Fund, the investment manager has
claimed an exclusion from the definition of “commaodity pool
operator” (CPO) under the Commodity Exchange Act (CEA)
and the rules of the Commodity Futures Trading
Commission (CFTC) and, therefore, is not subject to CFTC
registration or regulation as a CPO. In addition, with respect
to the Fund, the investment manager is relying upon a
related exclusion from the definition of “commodity trading
advisor” (CTA) under the CEA and the rules of the CFTC.

The terms of the CPO exclusion require the Fund, among
other things, to adhere to certain limits on its investments in
commodity futures, commodity options and swaps, which in
turn include non-deliverable currency forward contracts, as
further described in the Fund's Statement of Additional
Information (SAl). Because the investment manager and the
Fund intend to comply with the terms of the CPO exclusion,
the Fund may, in the future, need to adjust its investment
strategies, consistent with its investment goal, to limit its
investments in these types of instruments. The Fund is not
intended as a vehicle for trading in the commodity futures,
commodity options, or swaps markets. The CFTC has
neither reviewed nor approved the investment manager’s
reliance on these exclusions, or the Fund, its investment
strategies or this prospectus.

Temporary Investments

When the investment manager believes market or economic
conditions are unfavorable for investors, the investment
manager may invest up to 100% of the Fund's assets in a
temporary defensive manner by holding all or a substantial
portion of its assets in U.S. or non-U.S. currency
denominated short-term or medium-term (generally less than
5 years for this Fund) investments. Temporary defensive
investments generally may include money market securities,
including shares of money market funds managed by
affiliates of the investment manager, and exchange-traded
funds, U.S. and foreign government securities, high grade
commercial paper, bank obligations, and repurchase
agreements denominated in the currency of any nation. The
investment manager also may invest in these types of
securities or hold cash while looking for suitable investment
opportunities or to maintain liquidity. In these circumstances,
the Fund may be unable to achieve its investment goal.

Principal Risks

Market: The market values of securities or other
investments owned by the Fund will go up or down,
sometimes rapidly or unpredictably. The Fund’s investments
may decline in value due to factors affecting individual
issuers (such as the results of supply and demand), or
sectors within the securities markets. The value of a security
or other investment also may go up or down due to general
market conditions that are not specifically related to a
particular issuer, such as real or perceived adverse
economic conditions, changes in interest rates, inflation or
exchange rates, or adverse investor sentiment generally.
Furthermore, events involving limited liquidity, defaults, non-
performance or other adverse developments that affect one
industry, such as the financial services industry, or concerns
or rumors about any events of these kinds, have in the past
and may in the future lead to market-wide liquidity problems,
may spread to other industries, and could negatively affect
the value and liquidity of the Fund’s investments. In addition,
unexpected events and their aftermaths, such as the spread
of diseases; natural, environmental or man-made disasters;
financial, political or social disruptions; terrorism and war;
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and other tragedies or catastrophes, can cause investor fear
and panic, which can adversely affect the economic
prospects of many companies, sectors, nations, regions and
the market in general, in ways that cannot necessarily be
foreseen. During a general downturn in the securities
markets, multiple asset classes may decline in value. When
markets perform well, there can be no assurance that
securities or other investments held by the Fund will
participate in or otherwise benefit from the advance.

Ongoing or threatened armed conflicts throughout the world
have caused and could continue to cause significant market
disruptions and volatility. The hostilities and sanctions
resulting from those hostilities have and could continue to
have a significant impact on certain investments of the Fund
as well as the Fund’s performance and liquidity.

The long-term impact of the COVID-19 pandemic and its
subsequent variants on economies, markets, industries and
individual issuers is not known. The U.S. government and
the Federal Reserve, as well as certain foreign governments
and central banks, took extraordinary actions to support
local and global economies and the financial markets in
response to the COVID-19 pandemic. This and other
government intervention into the economy and financial
markets have resulted in a large expansion of government
deficits and debt, the long-term consequences of which are
not known.

The United States and various countries are currently
involved in disputes over trade and other matters, which may
result in tariffs, investment restrictions and other adverse
impacts on affected companies and securities. Trade
disputes may adversely affect the economies of the United
States and its trading partners, as well as companies directly
or indirectly affected by tariffs or restrictions and financial
markets generally. For example, the United States has
imposed tariffs and other trade barriers on Chinese exports,
has restricted sales of certain categories of goods to China,
and has established barriers to investments in China. The
United States government has prohibited U.S. persons from
investing in Chinese companies designated as related to the
Chinese military. These and possible future restrictions
could limit the Fund’s opportunities for investment and
require the sale of securities at a loss or make them illiquid.
Moreover, the Chinese government is involved in a
longstanding dispute with Taiwan that has included threats
of invasion. If the political climate between the United States
and China does not improve or continues to deteriorate, if
China were to attempt unification of Taiwan by force, or if
other geopolitical conflicts develop or get worse, economies,
markets and individual securities may be severely affected
both regionally and globally, and the value of the Fund’s
assets may go down.

Stock prices tend to go up and down more dramatically than
those of debt securities. A slower-growth or recessionary
economic environment could have an adverse effect on the
prices of the various stocks held by the Fund.

Foreign Securities (non-U.S.): Investing in foreign
securities typically involves different risks than investing in
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U.S. securities, including risks related to currency exchange
rates and policies, country or government specific issues,
less favorable trading practices or regulation and greater
price volatility. Certain of these risks also may apply to
securities of U.S. companies with significant foreign
operations.

China and Taiwan companies: There are special risks
associated with investments in China, including
expropriation, confiscatory taxation, nationalization and
exchange control regulations (including currency blockage).
Heightened geopolitical risks and adverse Government
policies can have an impact on Chinese companies. In
addition, investments in Taiwan and Hong Kong (Greater
China) could be adversely affected by their political and
economic relationship with China. Chinese companies with
securities listed on U.S. securities exchanges, including
those that utilize variable interest entity (“VIE”) structures,
may be delisted if they do not meet U.S. accounting
standards and auditor oversight requirements, which could
significantly decrease the liquidity and value of such
investments. In addition, the standards for environmental,
social and corporate governance matters in Greater China
tend to be lower than such standards in more developed
economies. There may be significant obstacles to obtaining
information necessary for investigations into or litigation
against companies located in or operating in China and
shareholders may have limited legal remedies.

Certain investments in Chinese companies are made
through a special structure known as a VIE. In a VIE
structure, foreign investors, such as the Fund, will only own
stock in a shell company rather than directly in the VIE,
which must be owned by Chinese nationals (and/or Chinese
companies) to obtain the licenses and/or assets required to
operate in a restricted or prohibited sector in China. The
value of the shell company is derived from its ability to
consolidate the VIE into its financials pursuant to contractual
arrangements that allow the shell company to exert a degree
of control over, and obtain economic benefits arising from,
the VIE without formal legal ownership. While VIEs are a
longstanding industry practice and are well known by
Chinese officials and regulators, the structure historically has
not been formally recognized under Chinese law and it is
uncertain whether Chinese officials or regulators will
withdraw their implicit acceptance of the structure. It is also
uncertain whether the contractual arrangements, which may
be subject to conflicts of interest between the legal owners
of the VIE and foreign investors, would be enforced by
Chinese courts or arbitration bodies. Prohibitions of these
structures by the Chinese government, or the inability to
enforce such contracts, from which the shell company
derives its value, would likely cause the VIE-structured
holding(s) to suffer significant, detrimental, and possibly
permanent losses, and in turn, adversely affect the Fund’s
returns and net asset value.

South Korean securities: Investments in securities of South
Korean issuers involve risks that are specific to South Korea,
including certain legal, regulatory, political, economic,
currency and security risks. Substantial political tensions
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exist between North Korea and South Korea and recently
these political tensions have escalated. The outbreak of
hostilities between the two nations, or even the threat of an
outbreak of hostilities, will likely adversely impact the South
Korean economy. South Korea’s main industries include
electronics, automobile production, chemicals, shipbuilding,
steel, textiles, clothing, footwear, and food processing, and
the South Korean economy is heavily reliant on trading
exports, especially with other Asian countries and the U.S.
Conditions that weaken demand for such products, and
disruptions or decreases in trade activity could lead to
declines in economic growth.

Currency exchange rates: Foreign securities may be issued
and traded in foreign currencies. As a result, their market
values in U.S. dollars may be affected by changes in
exchange rates between such foreign currencies and the
U.S. dollar, as well as between currencies of countries other
than the U.S. For example, if the value of the U.S. dollar
goes up compared to a foreign currency, an investment
traded in that foreign currency will go down in value because
it will be worth fewer U.S. dollars. The Fund accrues
additional expenses when engaging in currency exchange
transactions, and valuation of the Fund's foreign securities
may be subject to greater risk because both the currency
(relative to the U.S. dollar) and the security must be
considered.

Political and economic developments: The political,
economic and social policies or structures of some foreign
countries may be less stable and more volatile than those in
the United States. Investments in these countries may be
subject to greater risks of internal and external conflicts,
expropriation, nationalization of assets, foreign exchange
controls (such as suspension of the ability to transfer
currency from a given country), restrictions on removal of
assets, political or social instability, military action or unrest,
diplomatic developments, currency devaluations, foreign
ownership limitations, and substantial, punitive or
confiscatory tax increases. It is possible that a government
may take over the assets or operations of a company or
impose restrictions on the exchange or export of currency or
other assets. Some countries also may have different legal
systems that may make it difficult or expensive for the Fund
to vote proxies, exercise shareholder rights, and pursue
legal remedies with respect to its foreign investments.
Diplomatic and political developments could affect the
economies, industries, and securities and currency markets
of the countries in which the Fund is invested. These
developments include rapid and adverse political changes;
social instability; regional conflicts; sanctions imposed by the
United States, other nations or other governmental entities,
including supranational entities; terrorism; and war. In
addition, such developments could contribute to the
devaluation of a country’s currency, a downgrade in the
credit ratings of issuers in such country, or a decline in the
value and liquidity of securities of issuers in that country. An
imposition of sanctions upon, or other government actions
impacting, certain issuers in a country could result in (i) an
immediate freeze of that issuer’s securities, impairing the

ability of the Fund to buy, sell, receive or deliver those
securities or (ii) other limitations on the Fund’s ability to
invest or hold such securities. These factors would affect the
value of the Fund’s investments and are extremely difficult, if
not impossible, to predict and take into account with respect
to the Fund's investments.

Trade disputes: The economies of foreign countries
dependent on large export sectors may be adversely
affected by trade disputes with key trading partners and
escalating tariffs imposed on goods and services produced
by such countries. A national economic slowdown in the
export sector may also affect companies that are not heavily
dependent on exports. To the extent a country engages in
retaliatory tariffs, a company that relies on imported parts to
produce its own goods may experience increased costs of
production or reduced profitability, which may affect
consumers, investors and the domestic economy. Trade
disputes and retaliatory actions may include embargoes and
other trade limitations, which may trigger a significant
reduction in international trade and impact the global
economy. Trade disputes 