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AS OF THE DATE OF THIS INVESTOR HANDBOOK, THIS INVESTOR HANDBOOK SUPERSEDES ALL PRIOR VERSIONS OF THIS INVESTOR
HANDBOOK PREVIOUSLY PROVIDED TO ACCOUNT OWNERS INVESTING IN THE FRANKLIN TEMPLETON 529 COLLEGE SAVINGS PLAN (THE
“PLAN"). THIS INVESTOR HANDBOOK, INCLUDING ANY APPENDICES AND ANY SUPPLEMENTS, CONTAINS IMPORTANT INFORMATION TO BE
CONSIDERED IN MAKING A DECISION TO CONTRIBUTE TO THE PLAN. IT SHOULD BE READ THOROUGHLY IN ITS ENTIRETY AND RETAINED
FOR FUTURE REFERENCE.

NO ONE IS AUTHORIZED BY THE NEW JERSEY HIGHER EDUCATION STUDENT ASSISTANCE AUTHORITY (“HESAA”) TO PROVIDE INFORMATION
OTHER THAN AS CONTAINED IN THIS INVESTOR HANDBOOK AND, IF PROVIDED, SUCH OTHER INFORMATION MUST NOT BE RELIED UPON
AS HAVING BEEN AUTHORIZED BY HESAA.

INFORMATION CONTAINED IN THIS INVESTOR HANDBOOK IS BELIEVED TO BE ACCURATE AS OF ITS DATE, BUT IS SUBJECT TO CHANGE
WITHOUT NOTICE AND NEITHER THE DELIVERY OF THE INVESTOR HANDBOOK NOR ACCEPTANCE OF ANY CONTRIBUTION SHALL, IN ANY
CIRCUMSTANCES, CREATE ANY IMPLICATION THAT THERE HAS BEEN NO CHANGE IN THE PLAN OR IN OTHER MATTERS ADDRESSED IN THIS
INVESTOR HANDBOOK SINCE ITS DATE.

ACCOUNTS ARE NOT BANK DEPOSITS AND ARE NOT INSURED BY THE FEDERAL DEPOSIT INSURANCE CORPORATION (“FDIC”) OR ANY OTHER
STATE OR FEDERAL AGENCY. THE VALUE OF ANY ACCOUNT AT ANY TIME MAY BE MORE OR LESS THAN THE AMOUNT INVESTED IN THE ACCOUNT.

NONE OF: 1) THE STATE OF NEW JERSEY; 2) HESAA; 3) FRANKLIN TEMPLETON INVESTMENTS OR ANY ENTITY AFFILIATED THEREWITH; 4) ANY
CONSULTANT OR ADVISER RETAINED BY ANY SUCH PARTY; OR 5) ANY OTHER PERSON GUARANTEE OR INSURE ANY ACCOUNTS
ESTABLISHED UNDER THE PLAN, THE PRINCIPAL DEPOSITED OR THE INVESTMENT RETURN. OWNERS OF ACCOUNTS IN THE PLAN ASSUME
ALL INVESTMENT RISK, INCLUDING THE POTENTIAL LOSS OF PRINCIPAL, AND LIABILITY FOR INCOME TAXES AND/OR ADDITIONAL INCOME
TAXES SUCH AS THOSE LEVIED FOR NON-QUALIFIED WITHDRAWALS.

PARTICIPATION IN THE PLAN DOES NOT GUARANTEE THAT CONTRIBUTIONS AND THE INVESTMENT RETURN ON CONTRIBUTIONS, IF ANY,
WILL BE ADEQUATE TO COVER FUTURE TUITION AND OTHER HIGHER EDUCATION EXPENSES OR THAT A BENEFICIARY WILL BE ADMITTED
TO OR PERMITTED TO CONTINUE TO ATTEND AN INSTITUTION OF HIGHER EDUCATION.

THE RELATIVE RISKS AND POTENTIAL REWARDS OF INVESTING UNDER ANY OF THE PLAN'S INVESTMENT OPTIONS VARY CONSIDERABLY. THIS
INVESTOR HANDBOOK DOES NOT CONSTITUTE A RECOMMENDATION, AND NO PARTY DESCRIBED HEREIN, BY ITS PARTICIPATION IN THE
PLAN OR OTHERWISE, RECOMMENDS OR INTENDS TO RECOMMEND ANY INVESTMENT BY ANY PARTICULAR ACCOUNT OWNER IN THE PLAN
OR IN ANY INVESTMENT OPTION OR COMBINATION OF INVESTMENT OPTIONS. NEITHER THE PLAN NOR ANY OTHER PERSON DESCRIBED IN
THIS INVESTOR HANDBOOK HAS DETERMINED OR ASSUMED ANY OBLIGATION TO DETERMINE, AS A RESULT OF THE DISTRIBUTION OF THIS
INVESTOR HANDBOOK, WHETHER ANY INVESTMENT BY ANY ACCOUNT OWNER UNDER ANY PARTICULAR INVESTMENT OPTION OR
COMBINATION OF THE INVESTMENT OPTIONS IS SUITABLE OR APPROPRIATE IN LIGHT OF THE NEEDS, FINANCIAL CIRCUMSTANCES AND
INVESTMENT HORIZON OF THE PARTICULAR ACCOUNT OWNER OR BENEFICIARY.

THE PLAN IS OFFERED TO RESIDENTS OF ALL STATES. HOWEVER, YOU SHOULD NOTE THAT: (i) DEPENDING UPON THE LAWS OF THE
HOME STATE OF THE ACCOUNT OWNER OF, THIRD-PARTY CONTRIBUTOR (IF APPLICABLE) TO OR BENEFICIARY OF THE ACCOUNT,
FAVORABLE STATE TAX TREATMENT OR OTHER BENEFITS OFFERED BY THE APPLICABLE HOME STATE FOR INVESTING IN QUALIFIED
TUITION PROGRAMS MAY BE AVAILABLE ONLY FOR INVESTMENTS IN SUCH HOME STATE’S QUALIFIED TUITION PROGRAM; (ii) ANY STATE-
BASED BENEFIT OFFERED WITH RESPECT TO A PARTICULAR QUALIFIED TUITION PROGRAM SHOULD BE ONE OF MANY APPROPRIATELY
WEIGHTED FACTORS TO BE CONSIDERED IN MAKING AN INVESTMENT DECISION; AND (iii) THE ACCOUNT OWNER OR (IF APPLICABLE)
THIRD-PARTY CONTRIBUTOR SHOULD CONSULT WITH A FINANCIAL, TAX OR OTHER ADVISER TO LEARN MORE ABOUT HOW STATE-BASED
BENEFITS (INCLUDING ANY LIMITATIONS) WOULD APPLY TO THE ACCOUNT OWNER'’S, THIRD-PARTY CONTRIBUTOR'S (IF APPLICABLE)
AND BENEFICIARY’S SPECIFIC CIRCUMSTANCES AND MAY ALSO WISH TO CONTACT THE HOME STATE OF THE ACCOUNT OWNER, THIRD-
PARTY CONTRIBUTOR (IF APPLICABLE) AND BENEFICIARY, OR ANY OTHER QUALIFIED TUITION PROGRAM, TO LEARN MORE ABOUT THE
FEATURES, BENEFITS AND LIMITATIONS OF THE APPLICABLE STATE'S QUALIFIED TUITION PROGRAM.

QUALIFIED TUITION PROGRAMS, INCLUDING THE PLAN, ARE INTENDED TO BE USED ONLY TO SAVE FOR QUALIFIED HIGHER EDUCATION
EXPENSES. SUCH PROGRAMS ARE NOT INTENDED TO BE USED, NOR SHOULD THEY BE USED, BY ANY TAXPAYER FOR THE PURPOSE OF
EVADING FEDERAL OR STATE TAXES OR TAX PENALTIES. TAXPAYERS MAY WISH TO SEEK TAX ADVICE FROM AN INDEPENDENT TAX
ADVISOR BASED ON THEIR OWN PARTICULAR CIRCUMSTANCES

INTERESTS IN THE PLAN HAVE NOT BEEN REGISTERED WITH, AND THIS INVESTOR HANDBOOK HAS NOT BEEN REVIEWED BY, THE U.S.
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION.



SUPPLEMENT DATED DECEMBER 31, 2013,
TO THE FRANKLIN TEMPLETON 529 COLLEGE SAVINGS PLAN INVESTOR HANDBOOK
DATED SEPTEMBER 15, 2012 AS PREVIOUSLY SUPPLEMENTED
ON DECEMBER 31, 2012 AND JULY 1, 2013
(“INVESTOR HANDBOOK")

This supplement updates the Investor Handbook. You should review this information carefully and keep it
together with your current copy of the Investor Handbook. Any information in the Investor Handbook that
is inconsistent with the information provided in this Supplement is superseded by the information in this
Supplement. Where applicable, the headings below reference the section and page number of the Investor
Handbook that is being updated.

The latest Combined 529 Financial Statements and Supplemental Information can be found listed within the
Plan Benefit page at franklintempleton.com/529.

I. In the section titled “Fees and Expenses,” the following text and chart replace the “Fees and Expenses
Chart” and corresponding footnotes (pages 44-47).

The Fees and Expenses Chart below includes, for each Trust Portfolio, annual asset-based fees assessed
by the Program and additional investor expenses. It also includes estimated expenses assessed by the
underlying investments of the applicable Trust Portfolio. Such estimated expenses are based on the
expenses associated with the Trust Portfolio’s underlying investments reported in the applicable fund’s
most recent publicly available financial statements as of September 30, 2013. For a Trust Portfolio

with multiple underlying investments, the estimated underlying expenses are weighted in accordance
with each applicable underlying investment’s average monthly percentage of the aggregate value of the
underlying investments in the applicable Trust Portfolio for the 12-month period ended September 30,
2013. Such reported expenses and weighting in accordance with each applicable underlying investment’s
percentage of the aggregate value of the underlying investments in the applicable Trust Portfolio as of
September 30, 2013, also are used in the “Approximate Cost of a $10,000 Investment” table immediately
following the Fees and Expenses Chart. It should be noted that, effective April 5, 2013, the Investment
Policy for most of the Trust Portfolios (other than the Individual Portfolios) was revised to provide the
Investment Manager with greater flexibility as to the particular mutual funds in which assets of the
applicable Trust Portfolio allocated to a particular asset class are invested from time to time, to permit
the Investment Manager to use ETFs instead of or in addition to mutual funds from time to time, and
to permit the Investment Manager to vary the allocations to particular mutual funds or ETFs within
any applicable asset class targets for the applicable Trust Portfolio. Accordingly, the specific underlying
investments, and the portion of a Trust Portfolio allocated to a specific underlying investment, may vary
from time to time, and may vary from the composition of the Trust Portfolio on which the estimated
expense information in the tables below is based. Any such variation could increase or decrease the
actual underlying investment expenses affecting the applicable Trust Portfolio in comparison to the
estimated underlying expenses and could increase or decrease the cost of a $10,000 investment from

the amount shown below. In addition, the actual expenses of an underlying investment may differ from
those in the financial statements for any period that does not coincide with the period reported on by
such financial statements.



Fees and Expenses Chart

Class A
Annual Asset-Based Fees Additional Investor Expenses

Estimated

Underlying Program Total Annual Maximum

Fund Management Annual Sales Asset-Based | Maximum Initial | Deferred Sales
Investment Option Expenses! Fee Fee Fees? Sales Charge? Charge*
Objective-Based Asset Allocations
Founding Funds 529 Portfolio 0.70% 0.40% 0.25% 1.35% 5.75% None
Corefolio® 529 Portfolio 0.75% 0.40% 0.25% 1.40% 5.75% None
Growth 529 Portfolio 0.83% 0.40% 0.25% 1.48% 5.75% None
Growth & Income 529 Portfolio 0.68% 0.40% 0.25% 1.33% 5.75% None
Income 529 Portfolio 0.52% 0.40% 0.25% 1.17% 4.25% None
Growth Age-Based Asset Allocations
Newborn—8 years 0.84% 0.40% 0.25% 1.49% 5.75% None
Age 9-12 years 0.76% 0.40% 0.25% 1.41% 5.75% None
Age 13-16 years 0.68% 0.40% 0.25% 1.33% 5.75% None
Age 17+ years 0.64% 0.40% 0.25% 1.29% 5.75% None
Moderate Age-Based Asset Allocations
Newborn—8 years 0.75% 0.40% 0.25% 1.40% 5.75% None
Age 9-12 years 0.67% 0.40% 0.25% 1.32% 5.75% None
Age 13-16 years 0.59% 0.40% 0.25% 1.24% 5.75% None
Age 17+ years 0.52% 0.40% 0.25% 1.17% 5.75% None
Conservative Age-Based Asset Allocations
Newborn—8 years 0.68% 0.40% 0.25% 1.33% 5.75% None
Age 9-12 years 0.59% 0.40% 0.25% 1.24% 5.75% None
Age 13-16 years 0.51% 0.40% 0.25% 1.16% 5.75% None
Age 17+ years 0.14% 0.40% 0.25% 0.79% 5.75% None
Individual Portfolios
Global:
Templeton Growth 529 Portfolio 0.82% 0.40% 0.25% 1.47% 5.75% None
Growth:
Franklin Growth 529 Portfolio 0.66% 0.40% 0.25% 1.31% 5.75% None
Franklin Small-Mid Cap Growth 529 Portfolio 0.73% 0.40% 0.25% 1.38% 5.75% None
Value:
Mutual Shares 529 Portfolio 0.80% 0.40% 0.25% 1.45% 5.75% None
Income:
Franklin Income 529 Portfolio 0.47% 0.40% 0.25% 1.12% 4.25% None
Stable Value 529 Portfolio® 0.36% 0.34% 0.00% 0.70% 4.25% None
Index Style:
S&P 500 Index 529 Portfolio® 0.20% 0.40% 0.25% 0.85% 5.75% None




Class B’

Annual Asset-Based Fees

Additional Investor Expenses

Estimated

Underlying Program Total Annual Maximum

Fund Management Annual Sales Asset-Based | Maximum Initial | Deferred Sales
Investment Option Expenses' Fee Fee Fees? Sales Charge Charge®
Objective—Based Asset Allocations
Founding Funds 529 Portfolio 0.70% 0.40% 1.00% 2.10% None 4.00%
Corefolio® 529 Portfolio 0.75% 0.40% 1.00% 2.15% None 4.00%
Growth 529 Portfolio 0.83% 0.40% 1.00% 2.23% None 4.00%
Growth & Income 529 Portfolio 0.68% 0.40% 1.00% 2.08% None 4.00%
Income 529 Portfolio 0.52% 0.40% 1.00% 1.92% None 4.00%
Growth Age-Based Asset Allocations
Newborn—8 years 0.84% 0.40% 1.00% 2.24% None 4.00%
Age 9-12 years 0.76% 0.40% 1.00% 2.16% None 4.00%
Age 13-16 years 0.68% 0.40% 1.00% 2.08% None 4.00%
Age 17+ years 0.64% 0.40% 1.00% 2.04% None 4.00%
Moderate Age-Based Asset Allocations
Newborn—8 years 0.75% 0.40% 1.00% 2.15% None 4.00%
Age 9-12 years 0.67% 0.40% 1.00% 2.07% None 4.00%
Age 13-16 years 0.59% 0.40% 1.00% 1.99% None 4.00%
Age 17+ years 0.52% 0.40% 1.00% 1.92% None 4.00%
Conservative Age-Based Asset Allocations
Newborn—8 years 0.68% 0.40% 1.00% 2.08% None 4.00%
Age 9-12 years 0.59% 0.40% 1.00% 1.99% None 4.00%
Age 13-16 years 0.51% 0.40% 1.00% 1.91% None 4.00%
Age 17+ years 0.14% 0.40% 1.00% 1.54% None 4.00%
Global:
Templeton Growth 529 Portfolio 0.82% 0.40% 1.00% 2.22% None 4.00%
Growth:
Franklin Growth 529 Portfolio 0.66% 0.40% 1.00% 2.06% None 4.00%
Franklin Small-Mid Cap Growth 529 Portfolio 0.73% 0.40% 1.00% 2.13% None 4.00%
Value:
Mutual Shares 529 Portfolio 0.80% 0.40% 1.00% 2.20% None 4.00%
Income:
Franklin Income 529 Portfolio 0.47% 0.40% 1.00% 1.87% None 4.00%
Stable Value 529 Portfolio® 0.36% 0.34% 0.00% 0.70% None 4.00%
Index Style:
S&P 500 Index 529 Portfolio® 0.20% 0.40% 1.00% 1.60% None 4.00%




Class C

Annual Asset-Based Fees

Additional Investor Expenses

Estimated

Underlying Program Total Annual Maximum

Fund Management Annual Sales Asset-Based | Maximum Initial | Deferred Sales
Investment Option Expenses’ Fee Fee Fees? Sales Charge Charge®
Objective-Based Asset Allocations
Founding Funds 529 Portfolio 0.70% 0.40% 1.00% 2.10% None 1.00%
Corefolio® 529 Portfolio 0.75% 0.40% 1.00% 2.15% None 1.00%
Growth 529 Portfolio 0.83% 0.40% 1.00% 2.23% None 1.00%
Growth & Income 529 Portfolio 0.68% 0.40% 1.00% 2.08% None 1.00%
Income 529 Portfolio 0.52% 0.40% 1.00% 1.92% None 1.00%
Growth Age-Based Asset Allocations
Newborn—8 years 0.84% 0.40% 1.00% 2.24% None 1.00%
Age 9-12 years 0.76% 0.40% 1.00% 2.16% None 1.00%
Age 13-16 years 0.68% 0.40% 1.00% 2.08% None 1.00%
Age 17+ years 0.64% 0.40% 1.00% 2.04% None 1.00%
Moderate Age-Based Asset Allocations
Newborn—8 years 0.75% 0.40% 1.00% 2.15% None 1.00%
Age 9-12 years 0.67% 0.40% 1.00% 2.07% None 1.00%
Age 13-16 years 0.59% 0.40% 1.00% 1.99% None 1.00%
Age 17+ years 0.52% 0.40% 1.00% 1.92% None 1.00%
Conservative Age-Based Asset Allocations
Newborn—8 years 0.68% 0.40% 1.00% 2.08% None 1.00%
Age 9-12 years 0.59% 0.40% 1.00% 1.99% None 1.00%
Age 13-16 years 0.51% 0.40% 1.00% 1.91% None 1.00%
Age 17+ years 0.14% 0.40% 1.00% 1.54% None 1.00%
Individual Portfolios
Global:
Templeton Growth 529 Portfolio 0.82% 0.40% 1.00% 2.22% None 1.00%
Growth:
Franklin Growth 529 Portfolio 0.66% 0.40% 1.00% 2.06% None 1.00%
Franklin Small-Mid Cap Growth 529 Portfolio 0.73% 0.40% 1.00% 2.13% None 1.00%
Value:
Mutual Shares 529 Portfolio 0.80% 0.40% 1.00% 2.20% None 1.00%
Income:
Franklin Income 529 Portfolio 0.47% 0.40% 1.00% 1.87% None 1.00%
Stable Value 529 Portfolio® 0.36% 0.34% 0.00% 0.70% None 1.00%
Index Style:
S&P 500 Index 529 Portfolio® 0.20% 0.40% 1.00% 1.60% None 1.00%




II.

1. For registered mutual funds, based on most recent fiscal annual or semi-annual period reported upon in the applicable fund’s most recent financial statements that were
publicly available by September 30, 2013, and for Investment Options invested in multiple registered mutual funds, based on a weighted average of each fund's expense ratio,
in accordance with the Investment Option’s average monthly asset allocation among the applicable funds for the 12-month period ended September 30, 2013. Underlying
fund expenses will vary and in some cases have been, and may from time to time be, reduced by fee and expense waivers or reimbursements, which may be ended at any
time, increasing future expenses.

2. This total is assessed against assets over the course of the year and does not include sales charges or account maintenance fees. As of December 16, 2013, no account
maintenance fee is in effect. Refer to the table below that shows the total assumed costs of a $10,000 investment over various periods of time.

3. See table entitled “Contribution Impact on Initial Sales Charges under Class A” below.

4. There is a contingent deferred sales charge that applies to investments of $1 million or more. See “Fees and Expenses—Class A.”

5. For the Stable Value 529 Portfolio (“Stable Value”), the current Estimated Underlying Fund Expenses include 0.25% in estimated underlying fund expenses and 0.10% in
sub-advisory fees paid to Dwight Asset Management, Inc. Because the Stable Value 529 Portfolio may invest in securities other than mutual funds, it may from time to time
incur other expenses, such as investment advisory fees, which could impact its total annual asset-based fees. Stable Value Actions taken beginning in July 2009 (see “Actions
with Respect to the Stable Value 529 Portfolio” above) have reduced certain expenses of Stable Value, or of particular classes of shares of Stable Value, relative to what they
would have been without such Stable Value Actions, and any discontinuation of such Stable Value Actions will increase the expenses of Stable Valug, or of particular classes
of shares of Stable Value, relative to what they would be if such Stable Value Actions were continued. Without the effect of Stable Value Actions, the Total Annual Asset Based
Fees for Class A would be 1.10% and for Classes B and C would be 1.85%.

6. This portfolio currently invests in the S&P 500 Index 529 Portfolio; the advisor, administrator and distributor of that fund (the “Service Providers”) have contractually agreed
to waive fees and/or reimburse expenses to the extent that total annual fund operating expenses (excluding acquired fund fees and expenses, dividend expenses relating to
short sales, interest, taxes, expenses related to litigation and potential litigation, extraordinary expenses and expenses related to the Board of Trustees’ deferred compensation
plan) exceed the expense cap of 0.45% of the average daily net assets through the expense cap expiration date of November 1, 2014. The Service Providers’ contract with the
fund continues through that date, at which time the Service Providers will determine whether or not to renew or revise it. If such fees and expenses in excess of such expense
cap are no longer waived or reimbursed or the expense cap is raised, then expenses of the fund, and of the plan portfolio, may be higher than those shown.

7. After 8 years from the applicable purchase, these Trust Shares convert to Class A Trust Shares.

8. The contingent deferred sales charge declines to 3% after 3 years, 2% after 5 years, and 1% after 6 years. The contingent deferred sales charge is 0% after 7 years. Also
see the “Approximate Cost of a $10,000 Investment” table below.

9. This charge applies to Trust Shares redeemed in connection with a withdrawal during the first 12 months after the investment.

In the section titled “Fees and Expenses,” the following replaces the “Approximate Cost of a $10,000
Investment” chart and corresponding footnotes (pages 48—49):

Approximate Cost of a $10,000 Investment!

One Year Three Years
Class A ‘ B2 ‘ B? ‘ C2 ‘ c? A ‘ B2 ‘ B? ‘ C2 ‘ c?
Investment Option
Objective-Based Asset Allocations
Founding Funds 529 Portfolio $705 | $613 | $213 | $313 | $213 | $978 | $958 | $658 | $658 | $658
Corefolio® 529 Portfolio $709 $618 $218 $318 $218 $993 $973 $673 $673 $673
Growth 529 Portfolio $717 $626 $226 $326 $226 | $1,016 | $997 $697 $697 $697
Growth & Income 529 Portfolio $703 $611 $211 $311 $211 $972 $952 $652 $652 $652
Income 529 Portfolio $539 $595 $195 $295 $195 $781 $903 $603 $603 $603
Growth Age-Based Asset Allocations
Newborn—8 years $718 $627 $227 $327 $227 | $1,019 | $1,000 | $700 $700 $700
Age 9-12 years $710 $619 $219 $319 $219 $996 $976 $676 $676 $676
Age 1316 years $703 $611 $211 $311 $211 $972 $952 $652 $652 $652
Age 17+ years $699 $607 $207 $307 $207 $960 $940 $640 $640 $640
Moderate Age-Based Asset Allocations
Newborn—8 years $709 $618 $218 $318 $218 $993 $973 $673 $673 $673
Age 9-12 years $702 $610 $210 $310 $210 $969 $949 $649 $649 $649
Age 13-16 years $694 $602 $202 $302 $202 $946 $924 $624 $624 $624
Age 17+ years $687 $595 $195 $295 $195 $925 $903 $603 $603 $603




One Year

Three Years

B ER

B

Class

Investment Option

Conservative Age-Based Asset Allocations

Newborn—8 years $703 $611 $211 $311 $211 $972 $952 $652 $652 $652

Age 9-12 years $694 $602 $202 $302 $202 $946 $924 $624 $624 $624

Age 13-16 years $686 $594 $194 $294 $194 $922 $900 $600 $600 $600

Age 17+ years $651 $557 $157 $257 $157 $813 $786 $486 $486 $486

Individual Portfolios

Global:

Templeton Growth 529 Portfolio $716 $625 $225 $325 $225 | $1,013 | $994 $694 $694 $694

Growth:

Franklin Growth 529 Portfolio $701 $609 $209 $309 $209 $966 $946 $646 $646 $646

Franklin Small-Mid Cap Growth 529 Portfolio |  $707 $616 $216 $316 $216 $987 $967 $667 $667 $667

Value:

Mutual Shares 529 Portfolio | 714 | 623 | s223 | $323 | $223 | $1017 | $998 | $6%8 | $688 | $688

Income:

Franklin Income 529 Portfolio $534 $590 $190 $290 $190 $766 $388 $588 $588 $588

Stable Value 529 Portfolio* $523 $578 $178 $278 $178 $732 $853 $553 $553 $553

Index Style:

S&P 500 Index 529 Portfolio | $657 | $563 | $163 | $263 | $163 | $831 | $805 | $505 | $505 | $505
Five Years Ten Years

Class A ‘ B2 ‘ B3 ‘ C2 ‘ c: A ‘ B2 ‘ B3 ‘ C2 ‘ c?

Investment Option

Objective-Based Asset Allocations

Founding Funds 529 Portfolio $1,272 | $1,329 | $1,129 | $1,129 | $1,129 | $2,105 | $2,240 | $2,240 | $2,431 | $2,431

Corefolio® 529 Portfolio $1,297 | $1,354 | $1,154 | $1,154 | $1,154 | $2,158 | $2,292 | $2,483 | $2,483 | $2,483

Growth 529 Portfolio $1,336 | $1,395 | $1,195 | $1,195 | $1,195 | $2,242 | $2,376 | $2,376 | $2,565 | $2,565

Growth & Income 529 Portfolio $1,262 | $1,319 | $1,119 | $1,119 | $1,119 | $2,084 | $2,219 | $2,219 | $2,410 | $2,410

Income 529 Portfolio $1,041 | $1,237 | $1,037 | $1,037 | $1,037 | $1,785 | $2,048 | $2,048 | $2,243 | $2,243

Growth Age-Based Asset Allocations

Newborn—8 years $1,341 | $1,400 | $1,200 | $1,200 | $1,200 | $2,252 | $2,386 | $2,575 | $2,575 | $2,575

Age 9-12 years $1,302 | $1,359 | $1,159 | $1,159 | $1,159 | $2,169 | $2,303 | $2,303 | $2,493 | $2,493

Age 13-16 years $1,262 | $1,319 | $1,119 | $1,119 | $1,119 | $2,084 | $2,219 | $2,219 | $2,410 | $2,410

Age 17+ years $1,242 | $1,298 | $1,098 | $1,098 | $1,098 | $2,042 | $2,176 | $2,176 | $2,369 | $2,369

Moderate Age-Based Asset Allocations

Newborn—8 years $1,297 | $1,354 | $1,154 | $1,154 | $1,154 | $2,158 | $2,292 | $2,292 | $2,483 | $2,483

Age 9-12 years $1,257 | $1,314 | $1,114 | $1,114 | $1,114 | $2,074 | $2,208 | $2,208 | $2,400 | $2,400

Age 13-16 years $1,217 | $1,273 | $1,073 | $1,073 | $1,073 | $1,989 | $2,123 | $2,123 | $2,317 | $2,317




Five Years Ten Years
Class A‘BZ‘W‘CZ‘[:’A‘BZ‘N‘CZ‘W

Investment Option

Age 17+ years | s1,182 | $1,237 | $1037 | $1,037 | $1,087 | $1914 | $2048 | $2,048 | $2.243 | $2,243
Conservative Age-Based Asset Allocations

Newborn-8 years $1262 | $1319 | $1,119 | $1,119 | $1,119 | $2,088 | $2,219 | $2,219 | $2.410 | $2,410
Age 9-12 years $1217 | $1273 | $1,073 | $1,073 | $1,073 | $1,989 | $2,123 | $2,123 | $2,317 | $2,317
Age 13-16 years $1.177 | $1,232 | $1,032 | $1,032 | $1,032 | $1,903 | $2,038 | $2,038 | $2,233 | $2,233
Age 17+ years $989 | $1,039 | $839 $839 $839 | $1,497 | $1,632 | $1,632 | $1,834 | $1,834
Individual Portfolios

Global:

Templeton Growth 529 Portfolio | $1,332 | $1,390 | $1,190 | $1,190 | $1,190 | $2.231 | $2365 | $2,365 | $2,564 | $2,554
Growth:

Franklin Growth 529 Portfolio $1252 | $1.308 | $1,108 | $1,108 | $1,108 | $2,063 | $2,197 | $2,197 | $2,390 | $2,390
Franklin Small-Mid Cap Growth 529 Portfolio | $1,287 | $1344 | $1144 | $1144 | $1,144 | $2,137 | $2,271 | $2,271 | $2,462 | $2,462
Value:

Mutual Shares 529 Portfolio | $1322 | $13%0 | $1,180 | $1,180 | $1,180 | $2.210 | $2,344 | $2.344 | $2534 | $25534
Income:

Franklin Income 529 Portfolio $1016 | $1,211 | $1,011 | $1,011 | $1,011 | $1,730 | $1,995 | $1,995 | $2,190 | $2,190
Stable Value 529 Portfolio* $957 | $1152 | $952 | $952 | $952 | $1,605 | $1,871 | $1,871 | $2,069 | $2,069
Index Style:

S&P 500 Index 529 Portfolio 1019 | $1071 | 871 | 871 | se71 | $1564 | $1699 | $1699 | $1,900 | $1,900

1. Includes estimated underlying expenses, which, for registered mutual funds, are based on the most recent fiscal annual or semi-annual period reported upon in the
applicable fund’s most recent financial statements that were publicly available by September 30, 2013 and for Investment Options invested in multiple registered mutual
funds, are based on a weighted average of each fund’s expense ratio, in accordance with the Investment Option’s average monthly asset allocation among the applicable
funds for the 12-month period ended September 30, 2013. Underlying fund expenses will vary and in some cases have been, and may from time to time be, reduced by fee
and expense waivers or reimbursements, which may be ended at any time, increasing future expenses.

2. Assumes redemption at the end of the period.

3. Assumes no redemption at the end of the period.

4, Stable Value Actions taken beginning in July 2009 (see “Actions with Respect to the Stable Value 529 Portfolio” under “Fees and Expenses” above) have reduced the cost
a $10,000 Investment in the Stable Value 529 Portfolio (“Stable Value”), or of particular classes of shares of Stable Value, relative to what it would be without such Stable
Value Actions, and the discontinuation of such Stable Value Actions will increase the cost a $10,000 Investment in Stable Value, or of particular classes of shares of Stable
Value, relative to what it would be if such Stable Value Actions were continued.

IIL. In the Supplement dated July 1, 2013, to the Franklin Templeton 529 College Savings Plan Investor
Handbook dated September 15, 2012, the reference in item 4.q., under “Type 3 Investment Options:
Individual Portfolios,” to JP Morgan Equity Index Fund is revised to refer to the S&P 500 Index 529
Portfolio.

IV.The first paragraph of the “NJBEST Scholarship” section on page 57 is replaced with the following:

The Program provides a tax-free scholarship to Beneficiaries who attend college in New Jersey. To
qualify for the scholarship the Program Account must have been open for at least four years prior to the
scholarship award, during which time total contributions must equal at least $1,200; the Account Owner
must submit a certification to HESAA demonstrating the Beneficiary’s attendance at an Eligible New



Jersey Higher Educational Institution; the Account Owner must take a qualified withdrawal from the
Program Account; and the Account Owner (if an individual) or Beneficiary must be a resident of New
Jersey at the time the Beneficiary attends college. In addition, the availability of the scholarship is subject
to the appropriation of sufficient funds by the State legislature for such purpose.

V.The “Appendix B — Trust Performance Portfolio” tables beginning on page 76 are updated as follows:

Trust Portfolio Performance’

All Sales Charges

Average Annual Total Return

Year-to-Date
Total Return as as of October 31, 2013
of October 31, Since Inception
Trust Portfolio 2013 1 Year 3 Years 5 Years 10 Years Inception Date?

Growth Age-Based Asset Allocations®

Newborn-8 years

Class A 18.87% 23.13% - 13.37% 7.01% - 03/26/03
Class B 21.38% 25.69% - 13.62% 6.99% - 03/28/03
Class C 24.35% 28.67% - 13.87% 6.85% - 03/31/03
Age 9-12 years

Class A 12.34% 15.43% - 11.21% 6.34% - 03/26/03
Class B 14.42% 17.56% - 11.42% 6.33% - 04/02/03
Class C 17.43% 20.59% - 11.66% 6.15% - 03/31/03
Age 13-16 years

Class A 6.36% 8.47% - 9.43% 5.71% - 03/31/03
Class B 8.18% 10.24% - 9.63% 5.70% - 04/08/03
Class C 11.17% 13.22% - 9.91% 5.53% - 04/09/03
Age 17+ years

Class A -0.06% 1.11% - 6.67% 4.51% - 05/05/03
Class B 1.36% 2.48% - 6.82% 4.50% - 05/01/03
Class C 4.33% 5.49% - 7.13% 4.32% - 04/09/03

Moderate Age-Based Asset Allocations

Newborn-8 years

Class A 12.33% 15.40% 1.70% - - 7.02% 04/21/10
Class B 14.43% 17.61% 8.21% - - 7.30% 04/21/10
Class C 17.37% 20.57% 9.02% - - 7.94% 04/21/10
Age 9-12 years

Class A 5.87% 7.93% 5.19% - - 5.17% 04/21/10
Class B 1.60% 9.65% 5.62% - - 5.40% 04/21/10
Class C 10.58% 12.62% 6.53% - - 6.19% 04/21/10
Age 13-16 years

Class A 0.00% 1.22% 2.96% - - 3.43% 04/21/10
Class B 1.49% 2.70% 3.28% - - 3.64% 04/21/10
Class C 4.41% 5.61% 4.19% - - 4.37% 04/21/10
Age 17+ years

Class A -6.01% -5.70% 0.44% - - 1.46% 04/21/10
Class B -1.85% -4.51% 0.73% - - 1.61% 04/21/10
Class C -1.88% -1.53% 1.67% - - 2.42% 04/21/10




All Sales Charges

Year-to-Date
Total Return as

Average Annual Total Return

as of October 31, 2013

of October 31, Since Inception
Trust Portfolio 2013 1 Year 3 Years 5 Years 10 Years Inception Date?
Conservative Age-Based Asset Allocations
Newborn-8 years
Class A 6.12% 8.33% 5.54% - - 5.56% 04/23/10
Class B 7.98% 10.11% 5.98% - - 5.82% 04/23/10
Class C 10.89% 13.12% 6.84% - - 6.53% 04/23/10
Age 9-12 years
Class A 0.32% 1.47% 3.10% - - 3.31% 04/23/10
Class B 1.75% 2.87% 3.44% - - 3.52% 04/23/10
Class C 4.76% 5.88% 4.34% - - 4.24% 04/23/10
Age 13-16 years
Class A -6.09% -5.70% 0.32% - - 1.36% 04/23/10
Class B -4.85% -4.60% 0.63% - - 1.53% 04/23/10
Class C -1.88% -1.62% 1.58% - - 2.34% 04/23/10
Age 17+ years
Class A -6.13% -6.04% -2.03% - - -1.81% 04/23/10
Class B -4.98% -4.98% -1.81% - - -1.74% 04/23/10
Class C -2.01% -1.91% -0.81% - - -0.89% 04/23/10
Objective-Based Asset Allocations
Founding Funds 529 Portfolio
Class A 24.96% 15.94% - 12.29% - 4.76% 06/27/05
Class B 12.60% 18.19% - 12.49% - 4.75% 06/27/05
Class C 14.84% 21.13% - 12.74% - 4.71% 06/27/05
Corefolio® 529 Portfolio*
Class A 17.39% 21.08% - 13.03% 6.33% - 03/25/03
Class B 19.81% 23.53% - 13.29% 6.32% - 04/08/03
Class C 22.75% 26.47% - 13.53% 6.17% - 03/31/03
Growth 529 Portfolio®
Class A 18.93% 23.13% - 13.33% 7.02% - 03/25/03
Class B 21.36% 25.67% - 13.59% 7.02% - 03/25/03
Class C 24.37% 28.66% - 13.84% 6.86% - 03/28/03
Growth & Income 529 Portfolio®
Class A 6.33% 8.49% - 9.25% 5.62% - 03/25/03
Class B 8.12% 10.26% - 9.45% 5.63% - 04/03/03
Class C 11.11% 13.28% - 9.72% 5.46% - 04/25/03
Income 529 Portfolio
Class A -4.51% -4.14% - 4.38% 3.33% - 04/08/03
Class B -4.82% -4.62% - 4.19% 3.33% - 04/22/03
Class C -1.84% -1.64% - 4.53% 3.17% - 03/31/03
Individual Portfolios
International Equity:
Templeton Growth 529 Portfolio
Class A 18.42% 25.14% - 12.59% 5.89% - 03/25/03
Class B 20.87% 21.77% - 12.82% 5.88% - 03/25/03
Class C 23.93% 30.75% - 13.06% 5.71% - 03/28/03




All Sales Charges

Year-to-Date
Total Return as

Average Annual Total Return
as of October 31, 2013

of October 31, Since Inception
Trust Portfolio 2013 1 Year 3 Years 5 Years 10 Years Inception Date?
Domestic Equity:
Franklin Growth 529 Portfolio®
Class A 14.72% 18.62% 14.24% 5.53% - 04/22/03
Class B 16.92% 20.93% 14.49% 5.52% - 05/12/03
Class C 19.92% 23.89% 14.74% 5.37% - 04/01/03
Franklin Small-Mid Cap Growth 529 Portfolio
Class A 22.51% 26.65% 16.42% 1.58% - 03/28/03
Class B 25.11% 29.37% 16.70% 7.58% - 04/08/03
Class C 28.13% 32.33% 16.93% 1.39% - 03/28/03
Value:
Mutual Shares 529 Portfolio
Class A 15.29% 17.48% 11.33% 6.14% - 03/31/03
Class B 17.52% 19.68% 11.56% 6.12% - 04/02/03
Class C 20.54% 22.70% 11.82% 5.95% - 03/28/03
Income:
Franklin Income 529 Portfolio
Class A 6.19% 1.74% 12.92% 6.75% - 04/07/03
Class B 6.26% 1.71% 12.82% 6.56% - 04/01/03
Class C 9.28% 10.68% 13.08% 6.41% - 03/28/03
Stable Value 529 Portfolio®
Class A -4.07% -4.07% -0.83% 0.50% - 04/13/03
Class B -4.00% -4.00% -0.50% 0.51% - 04/08/03
Class C -1.00% -1.00% -0.09% 0.48% - 04/07/03
Index Style:
S&P 500 Index 529 Portfolio’
Class A 17.28% 18.83% 12.92% 5.84% - 04/08/03
Class B 19.60% 21.10% 13.16% 5.83% - 05/07/03
Class C 22.66% 24.12% 13.42% 5.67% - 04/01/03
No Sales Charges

Average Annual Total Return

Tzf:lrl-!teot-unrat:s as %f October 31, 2013

of October 31, Since Inception
Trust Portfolio 2013 1 Year 3 Years 5 Years 10 Years Inception Date?
Growth Age-Based Asset Allocations®
Newborn-8 years
Class A 26.10% 30.63% 14.71% 1.65% - 03/26/03
Class B 25.38% 29.69% 13.86% 6.99% - 03/28/03
Class C 25.35% 29.67% 13.87% 6.85% - 03/31/03
Age 9-12 years
Class A 19.18% 22.47% 12.53% 6.97% - 03/26/03
Class B 18.42% 21.56% 11.68% 6.33% - 04/02/03
Class C 18.43% 21.59% 11.66% 6.15% - 03/31/03
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No Sales Charges

Year-to-Date
Total Return as

Average Annual Total Return
as of October 31, 2013

of October 31, Since Inception
Trust Portfolio 2013 1 Year 3 Years 5 Years 10 Years Inception Date?
Age 13-16 years
Class A 12.85% 15.11% - 10.74% 6.34% - 03/31/03
Class B 12.18% 14.23% - 9.91% 5.70% - 04/08/03
Class C 12.17% 14.22% - 9.91% 5.53% - 04/09/03
Age 17+ years
Class A 6.06% 1.31% - 7.94% 5.13% - 05/05/03
Class B 5.36% 6.48% - 1.12% 4.50% - 05/01/03
Class C 5.33% 6.49% - 7.13% 4.32% - 04/09/03
Moderate Age-Based Asset Allocations
Newborn-8 years
Class A 19.22% 22.47% 9.84% - 8.83% 04/21/10
Class B 18.43% 21.61% 9.06% - 8.01% 04/21/10
Class C 18.37% 21.57% 9.02% - 7.94% 04/21/10
Age 9-12 years
Class A 12.29% 14.51% 1.29% - 6.94% 04/21/10
Class B 11.60% 13.65% 6.51% - 6.14% 04/21/10
Class C 11.58% 13.62% 6.53% - 6.19% 04/21/10
Age 13-16 years
Class A 6.06% 7.44% 5.00% - 517% 04/21/10
Class B 5.49% 6.70% 4.21% - 4.42% 04/21/10
Class C 5.41% 6.61% 4.19% - 4.37% 04/21/10
Age 17+ years
Class A -0.26% 0.09% 2.45% - 3.17% 04/21/10
Class B -0.89% -0.54% 1.70% - 2.42% 04/21/10
Class C -0.89% -0.54% 1.67% - 2.42% 04/21/10
Conservative Age-Based Asset Allocations
Newborn-8 years
Class A 12.56% 14.95% 1.64% - 1.35% 04/23/10
Class B 11.98% 14.11% 6.86% - 6.55% 04/23/10
Class C 11.89% 14.12% 6.84% - 6.53% 04/23/10
Age 9-12 years
Class A 6.40% 1.69% 5.14% - 5.06% 04/23/10
Class B 5.75% 6.87% 4.36% - 4.29% 04/23/10
Class C 5.76% 6.88% 4.34% - 4.24% 04/23/10
Age 13-16 years
Class A -0.35% 0.09% 2.32% - 3.09% 04/23/10
Class B -0.89% -0.63% 1.61% - 2.34% 04/23/10
Class C -0.89% -0.63% 1.58% - 2.34% 04/23/10
Age 17+ years
Class A -0.40% -0.30% -0.07% - -0.14% 04/23/10
Class B -1.02% -1.02% -0.81% - -0.89% 04/23/10
Class C -1.02% -0.92% -0.81% - -0.89% 04/23/10
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No Sales Charges

Year-to-Date Average Annual Total Return

Total Return as as of October 31, 2013

of October 31, Since Inception
Trust Portfolio 2013 1 Year 3 Years 5 Years 10 Years Inception Date?
Objective-Based Asset Allocations
Founding Funds 529 Portfolio
Class A 19.48% 23.05% 13.62% - 5.51% 06/27/05
Class B 18.84% 22.19% 12.74% - 4.75% 06/27/05
Class C 18.77% 22.13% 12.74% - 4.71% 06/27/05
Corefolio® 529 Portfolio*
Class A 24.55% 28.44% 14.38% 6.97% - 03/25/03
Class B 23.81% 27.53% 13.53% 6.32% - 04/08/03
Class C 23.75% 27.47% 13.53% 6.17% - 03/31/03
Growth 529 Portfolio®
Class A 26.16% 30.63% 14.68% 71.66% - 03/25/03
Class B 25.36% 29.67% 13.82% 7.02% - 03/25/03
Class C 25.37% 29.66% 13.84% 6.86% - 03/28/03
Growth & Income 529 Portfolio®
Class A 12.85% 15.09% 10.55% 6.25% - 03/25/03
Class B 12.12% 14.26% 9.73% 5.63% - 04/03/03
Class C 12.11% 14.28% 9.72% 5.46% - 04/25/03
Income 529 Portfolio
Class A -0.27% 0.13% 5.30% 3.94% - 04/08/03
Class B -0.86% 1.61% 4.53% 3.33% - 04/22/03
Class C -0.85% 1.63% 4.53% 3.17% - 03/31/03
Individual Portfolios
International Equity:
Templeton Growth 529 Portfolio
Class A 25.66% 32.75% 13.93% 6.92% - 03/25/03
Class B 24.87% 31.77% 13.06% 5.88% - 03/25/03
Class C 24.93% 31.75% 13.06% 5.71% - 03/28/03
Domestic Equity:
Franklin Growth 529 Portfolio®
Class A 21.72% 25.89% 15.61% 6.16% - 04/22/03
Class B 20.92% 24.93% 14.72% 5.52% - 05/12/03
Class C 20.92% 24.89% 14.74% 5.37% - 04/01/03
Franklin Small-Mid Cap Growth 529 Portfolio
Class A 29.95% 34.37% 17.81% 8.22% - 03/28/03
Class B 29.11% 33.37% 16.92% 7.58% - 04/08/03
Class C 29.13% 33.33% 16.93% 7.39% - 03/28/03
Value:
Mutual Shares 529 Portfolio
Class A 22.31% 24.63% 12.66% 6.77% - 03/31/03
Class B 21.52% 23.68% 11.82% 6.12% - 04/02/03
Class C 21.54% 23.10% 11.82% 5.95% - 03/28/03
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No Sales Charges
Average Annual Total Return

Tzf;rkg’m”r?f:s 2s of Dctober 31, 2013

of October 31, Since Inception
Trust Portfolio 2013 1 Year 3 Years 5 Years 10 Years Inception Date?
Income:
Franklin Income 529 Portfolio
Class A 10.92% 12.50% - 13.91% 1.21% - 04/07/03
Class B 10.26% 11.71% - 13.06% 6.56% - 04/01/03
Class C 10.28% 11.68% - 13.08% 6.41% - 03/28/03
Stable Value 529 Portfolio®
Class A 0.18% 0.18% - 0.04% 0.94% - 04/13/03
Class B 0.00% 0.00% - -0.09% 0.51% - 04/08/03
Class C 0.00% 0.00% - -0.09% 0.48% - 04/07/03
Index Style:
S&P 500 Index 529 Portfolio’
Class A 24.42% 26.09% - 14.26% 6.46% - 04/08/03
Class B 23.60% 25.10% - 13.41% 5.83% - 05/07/03
Class C 23.66% 25.12% - 13.42% 5.67% - 04/01/03

1. Non-Qualified Distributions from the Program generally are subject to a 10% federal tax penalty and ordinary federal income taxes on earnings, as well as possible state
taxes. Performance does not reflect any taxes payable in connection with Non-Qualified Distributions, or, if applicable, Qualified Distributions. Expense or fee waivers and/
or reimbursements applicable to underlying funds in which Trust Portfolios invest may have increased past performance, if such waivers or reimbursements are reduced or
eliminated future performance will be lower.

2. The inception date of each Trust Portfolio for a particular share class is the date on which shares of such share class were first issued.

3. Performance prior to May 6, 2009, reflects investment in Franklin Capital Growth Fund rather than Franklin Flex Cap Growth Fund.

4. Performance prior to May 6, 2009, reflects an allocation of 25% of portfolio assets to Franklin Capital Growth Fund. From May 6, 2009 to July 14, 2010, that allocation was
replaced by an allocation to Franklin Growth Fund; during that time the portfolio had an allocation of 50% of its assets to that fund. Beginning on July 15, 2010, half of the
portfolio’s allocation to Franklin Growth Fund was replaced with an allocation to Franklin Flex Cap Growth Fund, so that the portfolio currently allocates 25% of its assets to
each of four funds.

5. Prior to May 6, 2009, the Trust Portfolio: (i) was named Franklin Capital Growth 529 Portfolio; (ii) invested in the Franklin Capital Growth Fund instead of the Franklin Growth
Fund; and (iii) had a different investment strategy. Performance prior to May 6, 2009, reflects investment in the Franklin Capital Growth Fund.

6. Stable Value Actions taken beginning in July 2009 (see “Actions with Respect to the Stable Value 529 Portfolio” under “Fees and Expenses” above) have increased the
performance of the Stable Value 529 Portfolio (“Stable Value”), or of particular classes of shares of Stable Value, relative to what it would be without such Stable Value
Actions, and the discontinuation of such Stable Value Actions will reduce the performance of Stable Value, or of particular classes of shares of Stable Value, relative to what
it would be if such Stable Value Actions were continued.

7. Prior to December 3, 2009, the portfolio invested in shares of the UBS S&P 500 Index Fund; since that date the portfolio has invested in shares of the JPMorgan Equity Index
Fund, a fund of JPMorgan Trust II.

VL. The following replace relevant sections in “Appendix C — Description of Mutual Funds in Which Trust

Portfolio Assets May Be Invested” beginning on page 80:
Franklin High Income Fund

¢ Investment Goals and Main Strategies. The Fund’s principal investment goal is to earn a high
level of current income. Its secondary goal is to seek capital appreciation to the extent it is possible
and consistent with the Fund’s principal goal. Under normal market conditions, the Fund invests
predominantly in high-yield, lower-rated debt securities. These include bonds, notes, debentures and
convertible securities. The Fund may invest in senior and subordinated debt securities and in
zero-coupon and pay-in-kind bonds. The Fund may invest up to 100% of its total assets in debt
securities that are rated below investment grade, sometimes called “junk bonds.” The Fund may buy
both rated and unrated debt securities including securities rated below B by Moody’s or S&P®. The Fund
may also invest in defaulted debt securities and may, from time to time, have significant investments in
certain sectors such as energy. The Fund may invest in securities issued by issuers in any foreign country,
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developed or developing. The Fund may, from time to time, enter into certain transactions involving
derivatives, particularly credit default swap agreements (including on individual reference instruments
or an index of instruments) and currency forwards. The Fund may be a buyer or seller of credit default
swaps. The Fund also invests in bank loans, corporate loans and loan participations.

e Main Risks. This Fund is subject to the following types of main investment risks, which are described
in the Investor Handbook under “Risk Factors—Specific Investment Risks”: credit, derivative
instruments, developing markets, focus, foreign securities, high yield debt securities, income, interest
rate, liquidity, management, market, and prepayment.

Franklin Income Fund

¢ Investment Goals and Main Strategies. This Fund’s investment goal is to maximize income while
maintaining prospects for capital appreciation. Under normal market conditions, the Fund may invest
in a diversified portfolio of debt and equity securities (primarily common stock). The Fund seeks
income by selecting investments such as corporate, foreign and U.S. Treasury bonds, as well as stocks
with dividend yields the manager believes are attractive. In its search for growth opportunities, the
Fund maintains the flexibility to invest in common stocks of companies from a variety of industries
and may have significant investments in particular sectors or industries at times. The Fund may invest
up to 100% of total assets in debt securities that are rated below investment grade (sometimes called
“junk bonds”) including a portion in defaulted securities, and may invest in convertible securities
without regard to the ratings assigned by ratings services. The Fund may invest up to 25% of its
assets in foreign securities, either directly or through depository receipts. The Fund may also invest in
secured and unsecured corporate bank loans, bonds convertible into common stock, senior floating
rate and terms loans, loan participations, mortgage securities and other asset-backed securities. Among
other things, the Fund may invest in equity linked notes and various derivative instruments including
forward foreign currency exchange contracts, currency futures contracts and purchasing or selling call
and put options.

¢ Main Risks. This Fund is subject to the following types of main investment risks, which are described
in the Investor Handbook under “Risk Factors—Specific Investment Risks”: convertible securities,
credit, derivative instruments, equity-linked notes, focus, foreign securities, high-yield debt securities;
income, interest rate, management, market, prepayment, and value style investing.

Please keep this supplement for future reference.
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Supplement dated July 1, 2013 to
the Franklin Templeton 529 College Savings Plan Investor Handbook
dated September 15, 2012 as Previously Supplemented on December 31, 2012
(“Investor Handbook™)

This supplement updates the Investor Handbook. You should review this information carefully
and keep it together with your current copy of the Investor Handbook. Any information in the
Investor Handbook that is inconsistent with the information provided in this Supplement is
superseded by the information in this Supplement. Where applicable, the headings below
reference the section and page number of the Investor Handbook that is being updated.

1. The following information supplements the information about the Stable Value
Investment Option and the Stable Value 529 Portfolio set forth in the section
entitled “Investment Options - Type 3 Investment Options: Individual Portfolios —
Short Term Investments — Stable Value 529 Portfolio” on pages 18-19:

“As of May 31, 2013, approximately 82% of the Stable Value 529 Portfolio was invested in
money market fund shares, and the remaining 18% was invested in shares of the Franklin
Limited Maturity U.S. Government Securities Fund subject to two separate “wrapper
agreements.” The Investment Manager plans to, on or after July 1, 2013, terminate one of the
“wrapper agreements,” which should result in the Stable Value 529 Portfolio receiving a
termination premium in an amount by which the market value of underlying investments exceed
the contract value of the terminated wrapper agreement. The Investment Manager plans to
transfer the termination premium to the remaining “wrapper agreement,” which the Investment
Manager currently intends to terminate around or after March 17, 2014 (the “Stable Value
Change Date”). The “wrapper agreement” termination premium transferred to the remaining
“wrapper agreement” is expected to be amortized through and reflected in the crediting interest
rate of the remaining wrapper agreement to the Stable VValue 529 Portfolio, generally on a daily
basis, until the Stable VValue Change Date, so that the incremental investment return associated
with such termination premium will be realized by the Stable Value 529 Portfolio and credited in
its NAV calculations gradually over the period ending on the Stable VValue Change Date. It is
anticipated that upon the termination of the remaining “wrapper agreement,” the Stable Value
529 Portfolio is likely to be invested solely in money market fund shares and/or other cash
investments, with no “wrapper agreements.” HESAA, in consultation with the Investment
Manager, is expected to determine prior to the Stable VValue Change Date whether a new
investment strategy that does not use “wrapper agreements” to seek enhanced investment return
will be implemented for the Stable Value 529 Portfolio following such “wrapper agreement”
terminations, or whether the Stable VValue 529 Portfolio will be closed and remaining assets
transferred to another Trust Portfolio.”

2. The following is added to the section “Fees and Expenses”:

The annual Account maintenance fee of $25 in effect prior to January 1, 2013 is not currently
being charged.



3. In the section titled “Fees and Expenses,” the fourth sentence under the heading
“Considerations Relating to Classes A, B and C” is replaced with the following:

Please note that, as described under the heading “Class A” below, contributions resulting from a
rollover of assets from another qualified tuition program are eligible for a waiver of the initial
sales charge on Class A Trust Shares (a “Rollover Waiver”), but that such waiver of the initial
sales charge is available only if: (i) the Financial Advisor (meaning the broker-dealer firm or
financial advisor firm that has an agreement with FTDI) through which the Trust Shares are
purchased has informed FTDI of its election to participate in the offering of Class A Trust Shares
with a Rollover Waiver; or (ii) the rollover is to an Account established with FTDI without use
of a third-party Financial Advisor.

4. On or after September 1, 2013 (the “Effective Date”), the following changes are
made in the Investor Handbook:

a. The following definition is added to the “Glossary of Terms”:
ETF — exchange traded fund.

b. In the section entitled “Key Features” the subsection entitled “The
Investment Manager’” on page 1 is revised by replacing the third sentence
with the following:

“These Investment Options may be invested in mutual funds or ETFs for which Franklin
Advisers or its affiliates serve as investment manager, or they may be invested in mutual funds,
ETFs or other investments that are unaffiliated with Franklin Advisers.”

c. In the section entitled “Key Features” the subsection entitled “Fees and
Expenses” on page 3 is revised by replacing the first two sentences with the
following:

“Each of the mutual funds or ETFs in which the Trust invests assets contributed under an
Investment Option charges investment management fees and other expenses. These fees and
expenses are taken into account in valuing the shares of the mutual funds or ETFs owned by the
applicable Trust Portfolio, and accordingly indirectly affect the investment return on amounts
invested under the applicable Investment Option. There may be brokerage fees associated with
the purchase or sale of ETFs that also affect the investment return on amounts invested under the
applicable Investment Option.”

d. In the section entitled “Investment Options” the first paragraph on page 12
is revised by replacing the fifth sentence with the following:

“The assets of the Trust Portfolios are then invested in mutual fund shares, ETF shares or other
investments, in accordance with the investment policy established by HESAA with the approval
of the State Investment Council (the “Investment Policy”), as it applies to such Investment
Option(s).”



e. In the section entitled “Investment Options” the first paragraph on page 13
is revised by replacing the first sentence with the following:

“Contributions to an Account do not result in direct ownership by the Account Owner of shares
of any Franklin Templeton Investments mutual fund or other mutual fund or ETF, or of any other
investment owned by the applicable Trust Portfolio.”

f. In the section entitled “Investment Options” the first paragraph on page 13
is revised by replacing the third sentence with the following:

“The Trust and Franklin Advisers or its successor (the “Investment Manager”) may from time to
time change the mutual funds, ETFs or other investments in which contributions under an
Investment Option are invested or the percentage allocation within a Trust Portfolio of such
contributions to a particular mutual fund, ETF or other investment.”

g. In the section entitled “Investment Options— Type 1 Investment Options:
Objective-Based Asset Allocations” the second paragraph on page 13 is
revised to read as follows:

“Except as otherwise indicated, the table below identifies the asset allocation targets and ranges
for each asset class within each Trust Portfolio under the current Investment Policy, and the
mutual funds and, where applicable, ETFs in which assets allocated to a particular asset class
within the applicable Trust Portfolio may be invested under the current Investment Policy. The
Investment Manager may from time to time change the percentage allocation to a particular
mutual fund or ETF within a particular asset class within a Trust Portfolio (including eliminating
any percentage allocation to a particular mutual fund or ETF), and may from time to time
determine whether to use ETFs emphasizing the applicable asset class and, if so, the particular
ETF(s) selected for investment and the percentage allocation to such ETF.”

h. In the section entitled “Investment Options— Type 1 Investment Options:
Objective-Based Asset Allocations—Founding Funds 529 Portfolio” the
second sentence on page 13 is revised to read as follows:

“Assets of this Trust Portfolio are currently invested in relatively equal allocations in the fixed
income, U.S. equity and non-U.S. equity asset classes and, within such asset classes, in mutual
funds that invest, as applicable, in bonds and stocks in the U.S. and abroad, among other
investment assets.”

i. In the section entitled “Investment Options— Type 1 Investment Options:
Objective-Based Asset Allocations—Growth & Income 529 Portfolio” the last
sentence on page 14 is revised to read as follows:

“Under the current Investment Policy, assets of this Trust Portfolio may be invested in mutual
funds and/or ETFs that invest in domestic equity securities, international equity securities, fixed
income securities and cash equivalents, among other investment assets.”



j.

The “Investment Options — Type 1 Investment Options: Objective-Based
Asset Allocations” section table on page 14 is replaced with the following:

Asset Classes and Target Percentage

Investments in Them
(actual % investments may

Asset Classes and Target Percentage
Investments in Them
(actual % investments may

Portfolio Name vary +/-5% from the target) Portfolio vary +/-5% from the target)
Underlying Funds/Investments Name Underlying Funds/Investments
Founding Funds | Eixed Income — 33.33% Growth & U.S. Equity—35%
529 Portfolio Income 529
Franklin Income Fund Portfolio Franklin Flex-Cap Growth Fund

Franklin Small/Mid Cap Growth
Fund

Mutual Shares Fund

Franklin Growth Fund

Franklin Growth Opportunities Fund

Franklin Rising Dividends Fund

Franklin Utilities Fund

Exchange traded funds (“ETFs”)
emphasizing U.S. equity

U.S. Equity—33.33%

Mutual Shares Fund

Non-U.S. Equity—15%

Mutual European Fund
Templeton Foreign Fund
Franklin Int’l Small Cap Growth Fund
Franklin Gold and Precious Metals
Fund
Exchange traded funds (“ETFs”)
emphasizing non-U.S. equity

Non-U.S. Equity—33.33%

Templeton Growth Fund

Fixed Income—40%

Franklin Strategic Income Fund
Franklin Total Return Fund
Franklin U.S. Government Fund
Franklin High Income Fund
Templeton Global Bond Fund
Exchange traded funds (“ETFs”)
emphasizing fixed income

Money Market—10%

Money Market Fund




Asset Classes and Target Percentage
Investments in Them
(actual % investments may

Asset Classes and Target Percentage
Investments in Them
(actual % investments may

Portfolio Name vary +/-5% from the target) Portfolio vary +/-5% from the target)
Underlying Funds/Investments Name Underlying Funds/Investments
Corefolio® 529 | 25% Mutual Shares Fund Income 529 Fixed Income — 80%
Portfolio 25% Templeton Growth Fund Portfolio
25% Franklin Growth Fund Franklin Strategic Income Fund
25% Franklin Flex Cap Growth Fund Franklin Total Return Fund
Franklin U.S. Government Fund
Templeton Global Bond Fund
Franklin High Income Fund
Exchange traded funds (“ETFs”)
emphasizing fixed income
Money Market—20%
Money Market Fund
Growth 529 US Equity — 70%
Portfolio

Franklin Flex-Cap Growth Fund

Franklin Small/Mid Cap Fund

Mutual Shares Fund

Franklin Growth Fund

Franklin Growth Opportunities Fund

Franklin Rising Dividends Fund

Franklin Utilities Fund

Exchange traded funds (“ETFs”)
emphasizing U.S. equity

Non-U.S. Equity—30%

Templeton Foreign Fund

Mutual European Fund

Franklin Int’l Small Cap Growth Fund

Franklin Gold and Precious Metals Fund

Exchange traded funds (“ETFs”)
emphasizing non-U.S. equity

k.

In the section entitled “Investment Options— Type 2 Investment Options:
Age-Based Asset Allocations” the last sentence of the last paragraph on page
14 is replaced by the following sentence:

“Each Age-Based Asset Allocation (Growth, Moderate, Conservative) is made up of Age-Based
Investment Portfolios that customize their investments in combinations of mutual funds and/or
ETFs based in part on the age of the Beneficiary (see tables below).”




I. In the section entitled “Investment Options— Type 2 Investment Options:
Age-Based Asset Allocations” the first paragraph on page 16 is replaced by
the following paragraph:

“The Trust Portfolios will be invested in mutual funds and/or ETFs that invest in domestic equity
securities, international equity securities, fixed income securities and cash equivalents, among
other investment assets. Except as otherwise indicated, the tables below identify Trust Portfolios

constituting the Age-Based Growth, Moderate and Conservative Asset Allocations, the asset
allocation targets and ranges for each asset class within each Trust Portfolio under the current
Investment Policy, and the mutual funds and, where applicable, ETFs in which assets allocated
to a particular asset class within the applicable Trust Portfolio may be invested under the current
Investment Policy. The Investment Manager may from time to time change the percentage
allocation to a particular mutual fund or ETF within a particular asset class within a Trust
Portfolio (including eliminating any percentage allocation to a particular mutual fund or ETF),
and may from time to time determine whether to use ETFs emphasizing the applicable asset class
and, if so, the particular ETF(s) selected for investment and the percentage allocation to such
ETF. The asset allocation ranges, the asset allocations within the ranges and the investment of
portfolio assets will be reviewed, and may be adjusted, from time to time in accordance with the
Investment Policy.”

m. The “Investment Options — Type 2 Investment Options: Age-Based Asset

Allocations” section tables beginning on page 16 are replaced with the
following:

Portfolio Name

Asset Classes and Target Percentage

Investments in Them
(actual % investments may
vary +/-5% from the target)
Underlying Funds/Investments

Portfolio Name

Asset Classes and Target
Percentage Investments in Them
(actual % investments may
vary +/-5% from the target)
Underlying Funds/Investments

Growth
Newborn -
8 years

U.S. Equity—70%

Franklin Flex Cap Growth Fund

Franklin Small-Mid Cap Fund

Mutual Shares Fund

Franklin Growth Fund

Franklin Growth Opportunities Fund

Franklin Rising Dividends Fund

Franklin Utilities Fund

Exchange traded funds (“ETFs”)
emphasizing U.S. equity

Growth Age 13-
16 years

U.S. Equity—35%

Franklin Flex Cap Growth Fund

Franklin Small-Mid Cap Fund

Mutual Shares Fund

Franklin Growth Fund

Franklin Growth Opportunities

Fund

Franklin Rising Dividends Fund

Franklin Utilities Fund

Exchange traded funds (“ETFs”)
emphasizing U.S. equity




Portfolio Name

Asset Classes and Target Percentage

Investments in Them
(actual % investments may
vary +/-5% from the target)

Underlying Funds/Investments

Portfolio Name

Asset Classes and Target
Percentage Investments in Them
(actual % investments may
vary +/-5% from the target)
Underlying Funds/Investments

Non-U.S. Equity—30%

Templeton Foreign Fund
Mutual European Fund
Franklin Int’l Small Cap Growth Fund
Franklin Gold and Precious Metals
Fund
Exchange traded funds (“ETFs”)
emphasizing non-U.S. equity

Non-U.S. Equity—15%

Mutual European Fund
Templeton Foreign Fund
Franklin Int’l Small Cap Growth
Fund
Franklin Gold and Precious
Metals Fund
Exchange traded funds (“ETFs”)
emphasizing non-U.S.
equity

Fixed Income—40%

Franklin Strategic Income Fund
Franklin Total Return Fund
Franklin US Government Fund
Franklin High Income Fund
Templeton Global Bond Fund
Exchange traded funds (“ETFs”)
emphasizing fixed income

Money Market—10%

Money Market Portfolio

Growth
Age 9-12 years

U.S. Equity—50%

Franklin Flex Cap Growth Fund

Franklin Small-Mid Cap Fund

Mutual Shares Fund

Franklin Growth Fund

Franklin Growth Opportunities Fund

Franklin Rising Dividends Fund

Franklin Utilities Fund

Exchange traded funds (“ETFs”)
emphasizing U.S. equity

Growth Age 17+
years

U.S. Equity—17.50%

Franklin Flex Cap Growth Fund

Franklin Small-Mid Cap Fund

Mutual Shares Fund

Franklin Growth Fund

Franklin Growth Opportunities

Fund

Franklin Rising Dividends Fund

Franklin Utilities Fund

Exchange traded funds (“ETFs”)
emphasizing U.S. equity




Portfolio Name

Asset Classes and Target Percentage

Investments in Them
(actual % investments may
vary +/-5% from the target)

Underlying Funds/Investments

Portfolio Name

Asset Classes and Target
Percentage Investments in Them
(actual % investments may
vary +/-5% from the target)
Underlying Funds/Investments

Non-U.S. Equity—25%

Mutual European Fund
Templeton Foreign Fund
Franklin Int’l Small Cap Growth Fund
Franklin Gold and Precious Metals
Fund
Exchange traded funds (“ETFs”)
emphasizing non-U.S. equity

Non-U.S. Equity—7.50%

Mutual European Fund
Templeton Foreign Fund
Franklin Int’l Small Cap Growth
Fund
Franklin Gold and Precious
Metals Fund
Exchange traded funds
(“ETFs”) emphasizing
non-U.S. equity

Fixed Income—20%

Franklin Strategic Income Fund
Franklin Total Return Fund
Franklin US Government Fund
Franklin High Income Fund
Templeton Global Bond Fund
Exchange traded funds (“ETFs”)
emphasizing fixed income

Fixed Income—60%

Franklin Strategic Income Fund

Franklin Total Return Fund

Franklin US Government Fund

Franklin High Income Fund

Templeton Global Bond Fund

Exchange traded funds
(“ETFs”) emphasizing
fixed income

Money Market—5%

Money Market Portfolio

Money Market—15%

Money Market Portfolio

Moderate
Newborn - 8
years

U.S. Equity-50%

Franklin Flex Cap Growth Fund

Franklin Small-Mid Cap Fund

Mutual Shares Fund

Franklin Growth Fund

Franklin Growth Opportunities Fund

Franklin Rising Dividends Fund

Franklin Utilities Fund

Exchange traded funds (“ETFs”)
emphasizing U.S. equity

Moderate Age
13-16 years

U.S. Equity-17.5%

Franklin Flex Cap Growth

Fund

Franklin Small-Mid Cap Fund

Mutual Shares Fund

Franklin Growth Fund

Franklin Growth Opportunities

Fund

Franklin Rising Dividends Fund

Franklin Utilities Fund

Exchange traded funds (“ETFs”)
emphasizing U.S. equity




Portfolio Name

Asset Classes and Target Percentage

Investments in Them
(actual % investments may
vary +/-5% from the target)
Underlying Funds/Investments

Portfolio Name

Asset Classes and Target
Percentage Investments in Them
(actual % investments may
vary +/-5% from the target)
Underlying Funds/Investments

Non-U.S. Equity-25%

Mutual European Fund
Templeton Foreign Fund
Franklin Int’l Small Cap Growth Fund
Franklin Gold and Precious Metals
Fund
Exchange traded funds (“ETFs”)
emphasizing non-U.S. equity

Non-U.S. Equity-7.5%

Mutual European Fund
Templeton Foreign Fund
Franklin Int’l Small Cap Growth
Fund
Franklin Gold and Precious
Metals Fund
Exchange traded funds
(“ETFs”) emphasizing
non-U.S. equity

Fixed Income-20%

Franklin Strategic Income Fund
Franklin Total Return Fund
Franklin US Government Fund
Franklin High Income Fund
Templeton Global Bond Fund
Exchange traded funds (“ETFs”)
emphasizing fixed income

Fixed Income-60%

Franklin Strategic Income Fund
Franklin Total Return Fund
Franklin US Government Fund
Franklin High Income Fund
Templeton Global Bond Fund
Exchange traded funds (“ETFs”)
emphasizing fixed income

Money Market—5%

Money Market Portfolio

Money Market—15%

Money Market Portfolio

Moderate
Age 9-12 years

U.S. Equity-35%

Franklin Flex Cap Growth Fund

Franklin Small-Mid Cap Fund

Mutual Shares Fund

Franklin Growth Fund

Franklin Growth Opportunities Fund

Franklin Rising Dividends Fund

Franklin Utilities Fund

Exchange traded funds (“ETFs”)
emphasizing U.S. equity

Moderate Age
17+ years

Fixed Income-80%

Franklin Strategic Income Fund
Franklin Total Return Fund
Franklin US Government Fund
Franklin High Income Fund
Templeton Global Bond Fund
Exchange traded funds (“ETFs”)
emphasizing fixed income

Non-U.S. Equity-15%

Mutual European Fund
Templeton Foreign Fund
Franklin Int’l Small Cap Growth Fund
Franklin Gold and Precious Metals
Fund
Exchange traded funds (“ETFs”)
emphasizing non-U.S. equity

Money Market—20%

Money Market Portfolio




Portfolio Name

Asset Classes and Target Percentage
Investments in Them
(actual % investments may
vary +/-5% from the target)
Underlying Funds/Investments

Portfolio Name

Asset Classes and Target Percentage
Investments in Them
(actual % investments may
vary +/-5% from the target)
Underlying Funds/Investments

Fixed Income-40%

Franklin Strategic Income Fund
Franklin Total Return Fund
Franklin US Government Fund
Franklin High Income Fund
Templeton Global Bond Fund
Exchange traded funds (“ETFs”)
emphasizing fixed income

Money Market—10%

Money Market Portfolio

Conservative
Newborn —
8 years

U.S. Equity-35%

Franklin Flex Cap Growth Fund

Franklin Small-Mid Cap Fund

Mutual Shares Fund

Franklin Growth Fund

Franklin Growth Opportunities Fund

Franklin Rising Dividends Fund

Franklin Utilities Fund

Exchange traded funds (“ETFs”)
emphasizing U.S. equity

Conservative
Age 13-16
years

Fixed Income-80%

Franklin Strategic Income Fund
Franklin Total Return Fund
Franklin US Government Fund
Templeton Global Bond Fund
Franklin High Income Fund
Exchange traded funds (“ETFs”)
emphasizing fixed income

Non-U.S. Equity-15%

Mutual European Fund

Templeton Foreign Fund

Franklin Int’l Small Cap Growth Fund

Franklin Gold and Precious Metals Fund

Exchange traded funds (“ETFs”)
emphasizing non-U.S. equity

Money Market—20%

Money Market Portfolio

Fixed Income-40%

Franklin Strategic Income Fund
Franklin Total Return Fund
Franklin US Government Fund
Franklin High Income Fund
Templeton Global Bond Fund
Exchange traded funds (“ETFs”)
emphasizing fixed income

Money Market—10%

Money Market Portfolio
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Portfolio Name

Asset Classes and Target Percentage

Investments in Them
(actual % investments may
vary +/-5% from the target)
Underlying Funds/Investments

Portfolio Name

Asset Classes and Target Percentage
Investments in Them
(actual % investments may
vary +/-5% from the target)
Underlying Funds/Investments

Conservative
Age 9-12 years

U.S. Equity — 17.5%

Franklin Flex Cap Growth Fund

Franklin Small-Mid Cap Fund

Mutual Shares Fund

Franklin Growth Fund

Franklin Growth Opportunities Fund

Franklin Rising Dividends Fund

Franklin Utilities Fund

Exchange traded funds (“ETFs”)
emphasizing U.S. equity

Conservative
Age 17+ years

Fixed Income-40%

Franklin Strategic Income Fund
Franklin Total Return Fund
Franklin US Government Fund
Templeton Global Bond Fund
Franklin High Income Fund
Exchange traded funds (“ETFs”)
emphasizing fixed income

Non-U.S. Equity — 7.5%

Mutual European Fund
Templeton Foreign Fund
Franklin Int’l Small Cap Growth Fund
Franklin Gold and Precious
Metal Fund
Exchange traded funds (“ETFs”)
emphasizing non-U.S.
equity

Money Market—60%

Money Market Portfolio

Fixed Income — 60%

Franklin Strategic Income Fund
Franklin Total Return Fund
Franklin US Government Fund
Franklin High Income Fund
Templeton Global Bond Fund
Exchange traded funds (“ETFs”)
emphasizing fixed income

Money Market—15%

Money Market Portfolio

n. In the section titled “Investment Options— Type 3 Investment Options:
Individual Portfolios--- Index Style”” the description of the S&P 500 Index
Portfolio on page 18 is replaced by the following:

“S&P 500 Index 529 Portfolio
Contributions received by the Trust under the S&P 500 Index 529 Investment Option

are normally invested by the Trust in the S&P 500 Index 529 Portfolio. The S&P
Index 529 Portfolio works to replicate the performance of the Standard & Poor’s 500
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Index, before fees and expenses. Assets of the S&P 500 Index 529 Portfolio are
normally invested in a mutual fund or ETF that is invested in a manner that seeks
investment results that correspond to the aggregate price and dividend performance of
securities in the Standard & Poor’s 500 Index, before fees and expenses. The S&P
500 Index 529 Portfolio has been and prior to the Effective Date generally will be
invested in the JP Morgan Equity Index Fund, which is managed by JPMorgan
Investment Advisers, Inc.. See “Appendix C — Description of Mutual Funds in
Which Trust Portfolios May be Invested — JPMorgan Equity Index Fund.”
Commencing on or after the Effective Date, the S&P 500 Index 529 Portfolio is
expected to be invested in an ETF that is invested in a manner that seeks investment
results that correspond to the aggregate price and dividend performance of securities
in the Standard & Poor’s 500 Index, before fees and expenses.

0. In the section titled “Risk Factors—General Risks,” the third sentence in the
first paragraph on page 20 is revised to read as follows:

“The value of your Account will vary with the investment return generated by the mutual funds,
ETFs or other investments in which the Trust Portfolio for each Investment Option you select is
invested by the Trust and the Investment Manager.”

p. In the section titled “Risk Factors,” the section captioned “Exposure to
Mutual Funds™ on page 20 is replaced with the following:

“Exposure to Mutual Funds and ETFs

The Investment Options will be invested entirely or primarily in mutual funds or ETFs, with the
exception of the Stable Value 529 Portfolio, which may invest in mutual funds and/or directly in
fixed income securities.”

g. In the section titled “Risk Factors,” all text under the heading “Specific
Investment Risks-- A. Portfolio Risks” (pages 21-26), is replaced with the
following:

Founding Funds 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFs in
which its assets may be invested, including the following main investment risks of such funds:
convertible securities; country, sector or industry focus; credit; derivative instruments; equity-
linked notes; floating rate corporate loans; focus/sector focus; foreign securities; high-yield debt
securities; income; interest rate; management; market; merger arbitrage securities and distressed
companies; mortgage securities, mortgage-backed securities and asset-backed securities;
portfolio turnover; prepayment; smaller and midsize companies; unrated debt securities; and
value/value style investing.
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Corefolio® 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it
currently invests, including the following main investment risks of such funds: country, sector or
industry focus, credit; focus/sector focus; foreign securities; growth style investing; high-yield
debt securities; income; interest rate; management; market; merger arbitrage securities and
distressed companies; portfolio turnover; smaller and midsize companies; and value/value style
investing.

Growth 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFs in
which its assets may be invested, including the following main investment risks of such funds:
credit; depositary receipts; developing markets; equity-linked notes; focus/sector focus; foreign
securities; growth style investing; high-yield debt securities; initial public offerings; interest rate;
liquidity; management; market; merger arbitrage securities and distressed companies; portfolio
turnover; smaller and midsize companies; and value/value style investing.

Growth & Income 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFs in
which its assets may be invested, including the following main investment risks of such funds:
banking industry; concentration; convertible securities; credit; credit-linked securities; depositary
receipts; debt securities ratings; derivative instruments; developing markets/emerging markets;
equity-linked notes; extension; floating rate corporate loans; focus/sector focus; foreign
securities; Ginnie Maes; gold and precious metals; growth style investing; high-yield debt
securities; income; initial public offerings; inflation-indexed securities; interest rate; investing
style; liquidity; management; market; merger arbitrage securities and distressed companies;
mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed
securities; non-diversification; portfolio turnover; prepayment; repurchase agreements; risk
associated with holding cash; smaller and midsize companies; unrated debt securities; U.S.
government securities; utilities industry emphasis; value/value style investing; and variable rate
securities.

Income 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it
currently invests, including the following main investment risks of such funds: banking industry;
convertible securities; credit; credit-linked securities; debt securities ratings; derivative
instruments; developing markets/emerging markets; extension; floating rate corporate loans;
focus/sector focus; foreign securities; Ginnie Maes; high-yield debt securities; income; inflation-
indexed securities; interest rate; liquidity; management; market; mortgage dollar rolls; mortgage
securities, mortgage-backed securities and asset-backed securities; non-diversification; portfolio
turnover; prepayment; repurchase agreements; risk associated with holding cash; unrated debt
securities; U.S. government securities; and variable rate securities.
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Type 2 Investment Options: Age-Based Asset Allocations

The risk and reward profiles of the Age-Based Investment Portfolios vary with the age of the
Beneficiary, with the risk and return potential expected to be the highest at the youngest age and
the lowest when the Beneficiary's age is 17 and above. The asset allocation in the Age-Based
Investment Portfolios is based on the age of the Beneficiary and on the assumption that the assets
in the Account will be used to pay for the qualified higher education costs of the Beneficiary
during a time period in which individuals of the Beneficiary's age normally attend college. If
your Beneficiary attends college during an earlier or later time period than that in which
individuals of your Beneficiary's age normally attend college, the asset allocation of amounts
invested for your Beneficiary in the Age-Based Investment Portfolios may not be appropriate for
your Beneficiary.

Age-Based Growth Asset Allocation Newborn-8 Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFs in
which its assets may be invested, including the following main investment risks of such funds:
credit; depositary receipts; developing markets; equity-linked notes; focus/sector focus; foreign
securities; growth style investing; high-yield debt securities; initial public offerings; interest rate;
liquidity; management; market; merger arbitrage securities and distressed companies; portfolio
turnover; smaller and midsize companies; and value/value style investing.

Age-Based Growth Asset Allocation Age 9-12 Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFs in
which its assets may be invested, including the following main investment risks of such funds:
banking industry; concentration; convertible securities; credit; credit-linked securities; debt
securities ratings; depositary receipts; derivative instruments; developing markets/emerging
markets; equity-linked notes; extension; floating rate corporate loans; focus/sector focus; foreign
securities; Ginnie Maes; gold and precious metals; growth style investing; high-yield debt
securities; income; initial public offerings; inflation-indexed securities; interest rate; investing
style; liquidity; management; market; merger arbitrage securities and distressed companies;
mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed
securities; non-diversification; portfolio turnover; prepayment; repurchase agreements; risk
associated with holding cash; smaller and midsize companies; unrated debt securities; U.S.
government securities; utilities industry emphasis; value/value style investing; and variable rate
securities.

Age-Based Growth Asset Allocation Age 13-16 Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFs in
which its assets may be invested, including the following main investment risks of such funds:
banking industry; concentration; convertible securities; credit; credit-linked securities; debt
securities ratings; depositary receipts; derivative instruments; developing markets/emerging
markets; equity-linked notes; extension; floating rate corporate loans; focus/sector focus; foreign
securities; Ginnie Maes; gold and precious metals; growth style investing; high-yield debt

14



securities; income; initial public offerings; inflation-indexed securities; interest rate; investing
style; liquidity; management; market; merger arbitrage securities and distressed companies;
mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed
securities; non-diversification; portfolio turnover; prepayment; repurchase agreements; risk
associated with holding cash; smaller and midsize companies; unrated debt securities; U.S.
government securities; utilities industry emphasis; value/value style investing; and variable rate
securities.

Age-Based Growth Asset Allocation Age 17+ Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFs in
which its assets may be invested, including the following main investment risks of such funds:
banking industry; concentration; convertible securities; credit; credit-linked securities; debt
securities ratings; depositary receipts; derivative instruments; developing markets/emerging
markets; equity-linked notes; extension; floating rate corporate loans; focus/sector focus; foreign
securities; Ginnie Maes; gold and precious metals; growth style investing; high-yield debt
securities; income; initial public offerings; inflation-indexed securities; interest rate; investing
style; liquidity; management; market; merger arbitrage securities and distressed companies;
mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed
securities; non-diversification; portfolio turnover; prepayment; repurchase agreements; risk
associated with holding cash; smaller and midsize companies; unrated debt securities; U.S.
government securities; utilities industry emphasis; value/value style investing; and variable rate
securities.

Age-Based Moderate Asset Allocation Newborn--8 Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFs in
which its assets may be invested, including the following main investment risks of such funds:
banking industry; concentration; convertible securities; credit; credit-linked securities; debt
securities ratings; depositary receipts; derivative instruments; developing markets/emerging
markets; equity-linked notes; extension; floating rate corporate loans; focus/sector focus; foreign
securities; Ginnie Maes; gold and precious metals; growth style investing; high-yield debt
securities; income; initial public offerings; inflation-indexed securities; interest rate; investing
style; liquidity; management; market; merger arbitrage securities and distressed companies;
mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed
securities; non-diversification; portfolio turnover; prepayment; repurchase agreements; risk
associated with holding cash; smaller and midsize companies; unrated debt securities; U.S.
government securities; utilities industry emphasis; value/value style investing; and variable rate
securities.

Age-Based Moderate Asset Allocation Age 9-12 Years 529 Portfolio.
This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFs in
which its assets may be invested, including the following main investment risks of such funds:

banking industry; concentration; convertible securities; credit; credit-linked securities; debt
securities ratings; depositary receipts; derivative instruments; developing markets/emerging
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markets; equity-linked notes; extension; floating rate corporate loans; focus/sector focus; foreign
securities; Ginnie Maes; gold and precious metals; growth style investing; high-yield debt
securities; income; initial public offerings; inflation-indexed securities; interest rate; investing
style; liquidity; management; market; merger arbitrage securities and distressed companies;
mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed
securities; non-diversification; portfolio turnover; prepayment; repurchase agreements; risk
associated with holding cash; smaller and midsize companies; unrated debt securities; U.S.
government securities; utilities industry emphasis; value/value style investing; and variable rate
securities.

Age-Based Moderate Asset Allocation Age 13-16 Years 529 Portfolio.

This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFs in
which its assets may be invested, including the following main investment risks of such funds:
banking industry; concentration; convertible securities; credit; credit-linked securities; debt
securities ratings; depositary receipts; derivative instruments; developing markets/emerging
markets; equity-linked notes; extension; floating rate corporate loans; focus/sector focus; foreign
securities; Ginnie Maes; gold and precious metals; growth style investing; high-yield debt
securities; income; initial public offerings; inflation-indexed securities; interest rate; investing
style; liquidity; management; market; merger arbitrage securities and distressed companies;
mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed
securities; non-diversification; portfolio turnover; prepayment; repurchase agreements; risk
associated with holding cash; smaller and midsize companies; unrated debt securities; U.S.
government securities; utilities industry emphasis; value/value style investing; and variable rate
securities.

Age-Based Moderate Asset Allocation Age 17+ Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFs in
which its assets may be invested, including the following main investment risks of such funds:
banking industry; convertible securities; credit; credit-linked securities; debt securities ratings;
derivative instruments; developing markets/emerging markets; extension; floating rate corporate
loans; focus/sector focus; foreign securities; Ginnie Maes; high-yield debt securities; income;
inflation-indexed securities; interest rate; liquidity; management; market; mortgage dollar rolls;
mortgage securities, mortgage-backed securities and asset-backed securities; non-diversification;
portfolio turnover; prepayment; repurchase agreements; risk associated with holding cash;
unrated debt securities; U.S. government securities; and variable rate securities.

Age-Based Conservative Asset Allocation Newborn-8 Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFS in
which its assets may be invested, including the following main investment risks of such funds:
banking industry; concentration; convertible securities; credit; credit-linked securities; debt
securities ratings; depositary receipts; derivative instruments; developing markets/emerging
markets; equity-linked notes; extension; floating rate corporate loans; focus/sector focus; foreign
securities; Ginnie Maes; gold and precious metals; growth style investing; high-yield debt
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securities; income; initial public offerings; inflation-indexed securities; interest rate; investing
style; liquidity; management; market; merger arbitrage securities and distressed companies;
mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed
securities; non-diversification; portfolio turnover; prepayment; repurchase agreements; risk
associated with holding cash; smaller and midsize companies; unrated debt securities; U.S.
government securities; utilities industry emphasis; value/value style investing; and variable rate
securities.

Age-Based Conservative Asset Allocation Age 9-12 Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFs in
which its assets may be invested, including the following main investment risks of such funds:
banking industry; concentration; convertible securities; credit; credit-linked securities; debt
securities ratings; depositary receipts; derivative instruments; developing markets/emerging
markets; equity-linked notes; extension; floating rate corporate loans; focus/sector focus; foreign
securities; Ginnie Maes; gold and precious metals; growth style investing; high-yield debt
securities; income; initial public offerings; inflation-indexed securities; interest rate; investing
style; liquidity; management; market; merger arbitrage securities and distressed companies;
mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed
securities; non-diversification; portfolio turnover; prepayment; repurchase agreements; risk
associated with holding cash; smaller and midsize companies; unrated debt securities; U.S.
government securities; utilities industry emphasis; value/value style investing; and variable rate
securities.

Age-Based Conservative Asset Allocation Age 13-16 Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFs in
which its assets may be invested, including the following main investment risks of such funds:
banking industry; convertible securities; credit; credit-linked securities; debt securities ratings;
derivative instruments; developing markets/emerging markets; extension; floating rate corporate
loans; focus/sector focus; foreign securities; Ginnie Maes; high-yield debt securities; income;
inflation-indexed securities; interest rate; liquidity; management; market; mortgage dollar rolls;
mortgage securities, mortgage-backed securities and asset-backed securities; non-diversification;
portfolio turnover; prepayment; repurchase agreements; risk associated with holding cash;
unrated debt securities; U.S. government securities; and variable rate securities.

Age-Based Conservative Asset Allocation Age 17+ Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds and/or ETFS in
which its assets may be invested, including the following main investment risks of such funds:
banking industry; convertible securities; credit; credit-linked securities; debt securities ratings;
derivative instruments; developing markets/emerging markets; extension; floating rate corporate
loans; focus/sector focus; foreign securities; Ginnie Maes; high-yield debt securities; income;
inflation-indexed securities; interest rate; liquidity; management; market; mortgage dollar rolls;
mortgage securities, mortgage-backed securities and asset-backed securities; non-diversification;
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portfolio turnover; prepayment; repurchase agreements; risk associated with holding cash;
unrated debt securities; U.S. government securities; and variable rate securities.

Type 3 Investment Options: Individual Portfolios

Templeton Growth 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual fund in which it
currently invests, including the following main investment risks of such fund: country, sector or
industry focus, credit; focus/sector focus; foreign securities; interest rate; management; market;
and value/value style investing.

Franklin Growth 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual fund in which it
currently invests, including the following main investment risks of such fund: focus/sector focus;
foreign securities; management; market; and smaller and midsize companies.

Franklin Small-Mid Cap Growth 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual fund in which it
currently invests, including the following main investment risks of such fund: developing
markets; focus/sector focus; foreign securities; growth style investing; liquidity; management;
market; and smaller and midsize companies.

Mutual Shares 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual fund in which it
currently invests, including the following main investment risks of such fund: credit; foreign
securities; high-yield debt securities; market; merger arbitrage securities and distressed
companies; portfolio turnover; smaller and midsize companies; and value/value style investing.

JPMorgan Equity Index Fund

This portfolio is subject to the investment risks of the underlying mutual fund or ETF in which it
invests, including the following main investment risks of such fund: derivative; equity market;
index investing; mid cap company risk; and redemption.

Franklin Income 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual fund in which it
currently invests, including the following main investment risks of such fund: convertible
securities; credit; derivative instruments; equity-linked notes; floating rate corporate loans;
focus/sector focus; foreign securities; high-yield debt securities; income; interest rate;
management; market; mortgage securities, mortgage-backed securities and asset-backed
securities; prepayment; and value/value style investing.
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Stable Value 529 Portfolio

This portfolio is subject to the investment risks of the securities in which it currently invests,
including the following main investment risks of such securities: credit; extension; income;
inflation-indexed securities; interest rate; management; market; mortgage securities, mortgage-
backed securities and asset-backed securities; prepayment; variable rate securities.

r. The following risks are added to the section titled “Risk Factors—Specific
Risks-- B. Types of Investment Risk (listed alphabetically)” (beginning on
pages 26):

Debt Securities Ratings

The use of credit ratings in evaluating debt securities can involve certain risks, including the risk
that the credit rating may not reflect the issuer's current financial condition or events since the
security was last rated by a rating agency. Credit ratings may be influenced by conflicts of
interest or based on historical data that no longer apply or are accurate.

Gold and Precious Metals

By concentrating in the industries in a single sector, such as gold and other precious metals, a
fund carries a much greater risk of adverse developments than a fund that invests in companies
from a wide variety of industries. Also, there may be a limited number of companies involved
with certain precious metals, which restricts a fund's ability to diversify its investments in those
metals.

The prices of gold and precious metals operation companies are affected by the price of gold and
other precious metals such as platinum, palladium and silver, as well as other prevailing market
conditions. These prices may fluctuate substantially over short periods of time, so a fund's share
price may be more volatile than other types of investments. In times of stable economic growth,
traditional equity and debt investments could offer greater appreciation potential and the prices
of gold and other precious metals may be adversely affected, which could in turn affect a fund's
returns. The prices of gold and other precious metals are affected by such factors as: (1) how
much of the worldwide supply is held by large holders, such as governmental bodies and central
banks; for example, if Russia or another large holder decided to sell some of its gold or other
precious metals reserves, the supply would go up, and the price would generally go down;

(2) unpredictable monetary policies and economic and political conditions in countries
throughout the world; and (3) demand for gold bullion as an investment, including in bar form.

Some gold and precious metals mining companies have hedged, to varying degrees, their
exposure to decreases in the price of gold or precious metals by selling forward future
production. Such hedging also limits a company’s ability to benefit from future increases in the
price of gold or precious metals. In addition, hedging techniques introduce their own risks,
including the possible inability of a mining company or another party to meet its contractual
obligations and potential margin requirements.
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The prices of gold and precious metals operation companies are directly affected by: (1) capital,
labor, and other costs in mining and production; (2) adverse currency fluctuations in the
countries where these companies operate; (3) changes in laws relating to environmental permits,
mining, production, or sales; (4) labor disruptions; (5) operational issues and failures; and (6)
access to reliable energy and equipment supplies. These factors may result in deviations between
the prices of the underlying metals and the securities of the operation companies in which a fund
invests. A fund generally invests a substantial portion of its assets in the securities of mining
companies. Mining operations have varying expected life spans. Securities of mining companies
that have mines with a short expected life span may experience greater price volatility than those
that have mines with a long expected life span.

Changes in U.S. or foreign tax, currency or mining laws may make it more expensive and/or
more difficult to pursue a fund's investment strategies. In addition, a fund may invest in
securities of foreign entities that could be deemed for tax purposes to be passive foreign
investment companies (PFICs). PFIC investments may affect the fund’s income distributions as
capital gains on the sale of a PFIC will be deemed ordinary income regardless of how long the
fund held the PFIC.

Investing in Exchange-Traded Funds (“ETFs”)

Investing in an ETF may be more costly than if a Trust Portfolio, or a mutual fund within a Trust
Portfolio that invests in an ETF, had owned the underlying securities directly. A Trust Portfolio
or mutual fund that invests in ETFs, and indirectly, Account Owners whose contributions are
invested in the applicable Trust Portfolio or mutual fund, bear a proportionate share of the ETF's
expenses, which include management and advisory fees and other expenses. A Trust Portfolio or
mutual fund that invests in ETFs also pays brokerage commissions in connection with the
purchase and sale of shares of ETFs. In addition, a Trust Portfolio or mutual fund’s investment in
ETFs may subject the applicable Trust Portfolio to additional risks than if the Trust Portfolio or
the mutual fund in which such Trust Portfolio invests had invested directly in the ETFs’
underlying securities. These risks include the possibility that an ETF may experience a lack of
liquidity that can result in greater volatility than its underlying securities, an ETF may trade at a
premium or discount to its net asset value. or an investment in an ETF may not achieve its
intended purpose or may reduce the diversification benefits to a Trust Portfolio or mutual fund.

Investing Style

A fund investment manager’s investment selection process may focus on growth oriented
companies and incorporate value oriented analysis. Such a strategy may result 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.
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Non-Diversification

A fund that is "non-diversified" may invest a greater portion of its assets in the securities of one
or more issuers and may invest overall in a smaller number of issuers than a diversified fund.
Such a fund may be more sensitive to a single economic, business, political, regulatory or other
occurrence than a more diversified portfolio might be, which may result in greater fluctuation in
the value of the fund's shares and to a greater risk of loss.

Utilities Industry Emphasis

Utility company equity securities, which are generally purchased for their dividend yield,
historically have been sensitive to interest rate movements: when interest rates have risen, the
stock prices of these companies have tended to fall. In some states, utility companies and their
rates are regulated; other states have moved to deregulate such companies thereby causing non-
regulated companies’ returns to generally be more volatile and more sensitive to changes in
revenue and earnings. Certain utilities companies face risks associated with the operation of
nuclear facilities for electric generation, including, among other considerations, litigation, the
problems associated with the use of radioactive materials and the effects of natural or man-made
disasters. In general, all utility companies may face additional regulation and litigation regarding
their power plant operations; increased costs from new or greater regulation of these operations;
the need to purchase expensive emissions control equipment or new operations due to
regulations; and the availability and cost of fuel, all of which may lower their earnings.

The performance of a fund that invests significantly in public utility companies may be closely
tied to conditions affecting the public utilities industry. These conditions may change rapidly.
Regulatory changes in certain states have led to greater competition in the industry and the
emergence of non-regulated providers as a significant part of the industry, and could impact the
operations of regulated providers and increase cost of compliance. While regulated providers
tend to have regulated returns, non-regulated providers’ returns are not regulated and generally
are more volatile. These developments have reduced stability of cash flows in those states with
non-regulated providers and could impact the short-term earnings potential of some in this
industry. These trends have also made shares of some utility companies less sensitive to interest
rate changes but more sensitive to changes in revenue and earnings and caused them to reduce
the ratio of their earnings they pay out as dividends.

In addition, the industry is subject to a variety of risks specific to this industry: utilities may find
it difficult to obtain adequate returns on invested capital in spite of rate increases or because rate
increases become increasingly difficult to obtain; they may face difficulty in financing large
construction programs during inflationary and rising interest rate periods; utilities are subject to
many restrictions on operations and increased costs due to environmental and safety regulations;
utilities may face difficulties in obtaining fuel sources, such as coal, for electric generation at
reasonable prices; utilities may face risks associated with the operation of nuclear power plants;
utilities may face greater demands in providing reliable service with the increasing complexity of
the power grid; utilities also may be subject to adverse effects of the results of energy
conservation programs as well as other factors affecting the level of demand for services. State
and other regulators monitor and control utility revenues and costs, and therefore may limit
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utility profits and dividends paid to investors. Regulatory authorities also may restrict a utility
company's access to new markets, thereby diminishing the company's long-term prospects.

s. The following risk is added to the section titled “Risk Factors” on page 20,
immediately before the subsection titled “Change in Investment Policy,
Program Manager or Investment Manager’:

“Variability in Underlying Investments in Trust Portfolios

Effective April 5, 2013, the Investment Policy for most of the Trust Portfolios (other than the
Individual Portfolios) has been revised to provide the Investment Manager with greater
flexibility as to the particular mutual funds in which assets of the applicable Trust Portfolio
allocated to a particular asset class are invested from time to time, to permit the Investment
Manager to use ETFs instead of or in addition to mutual funds from time to time and to permit
the Investment Manager to vary the allocations to particular mutual funds or ETFs within any
applicable asset class targets for the applicable Trust Portfolio. Accordingly, the specific
underlying investments, and the portion of a Trust Portfolio allocated to a specific underlying
investment, may vary from time to time, and may vary from the composition of the Trust
Portfolio during any period for which historical performance or projected expense information is
provided in this Investor Handbook. Past performance should not be viewed as predictive of
future results even if the underlying investments remain unchanged from period to period, and
particularly so when the underlying investments differ or may differ from those in effect during
any applicable historic performance period. Similarly, projected expenses based on a weighting
of the historic expenses of a Trust Portfolio’s underlying investments as of a particular date
should not be viewed as predictive of future expenses, particularly so when the specific
underlying investments during any future period and their weighting within the Trust Portfolio
differ or may differ from those on which the projected expenses were based.”

t. In the section titled “Fees and Expenses,” the first two sentences of the first
paragraph on page 41 are replaced with the following:

Each of the mutual funds and ETFs in which the Trust may invest assets contributed under an
Investment Option charges investment management fees and other expenses. These fees and
expenses are taken into account in valuing the mutual fund shares or ETF shares owned by the
applicable Trust Portfolio and accordingly indirectly affect the investment returns on amounts
invested under the applicable Investment Option. In addition, there may be brokerage fees
associated with the purchase or sale of ETFs that also affect the investment return on amounts
invested under the applicable Investment Option.”
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u. In the section titled “Fees and Expenses,” the following text and chart
replaces the “Fees and Expenses Chart” and corresponding footnotes (pages
44-47). Information is based on most recent fiscal annual or semi-annual
period reported upon in the applicable underlying fund’s most recent
financial statements that were publicly available by February 28, 2013;
please see footnotes below the tables:

The Fees and Expenses Chart below includes, for each Trust Portfolio, annual asset-based fees
assessed by the Program and additional investor expenses. It also includes estimated expenses
assessed by the underlying investments of the applicable Trust Portfolio. Such estimated
expenses are based on the reported expenses associated with the Trust Portfolio’s underlying
investments as of February 28, 2013. For a Trust Portfolio with multiple underlying
investments, the estimated underlying expenses are weighted in accordance with each applicable
underlying investment’s percentage of the aggregate value of the underlying investments in the
applicable Trust Portfolio as of February 28, 2013. Such reported expenses and weighting in
accordance with each applicable underlying investment’s percentage of the aggregate value of
the underlying investments in the applicable Trust Portfolio as of February 28, 2013 also are
used in the “Approximate Cost of a $10,000 Investment” table immediately following the Fees
and Expenses Chart. It should be noted that, effective April 5, 2013, the Investment Policy for
most of the Trust Portfolios (other than the Individual Portfolios) was revised to provide the
Investment Manager with greater flexibility as to the particular mutual funds in which assets of
the applicable Trust Portfolio allocated to a particular asset class are invested from time to time,
to permit the Investment Manager to use ETFs instead of or in addition to mutual funds from
time to time, and to permit the Investment Manager to vary the allocations to particular mutual
funds or ETFs within any applicable asset class targets for the applicable Trust Portfolio.
Accordingly, the specific underlying investments, and the portion of a Trust Portfolio allocated
to a specific underlying investment, may vary from time to time, and may vary from the
composition of the Trust Portfolio on which the estimated expense information in the tables
below is based. Any such variation could increase or decrease the actual underlying investment
expenses affecting the applicable Trust Portfolio in comparison to the estimated underlying
expenses and could increase or decrease the cost of a $10,000 investment from the amount
shown below.
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Fees and Expenses Chart

Class A

Annual Asset-Based Fees

Additional Investor

Expenses
Total
Estimated Annual | Maximum | Maximum
Underlying Program Annual Asset- Initial Deferred

Fund Management Sales Based Sales Sales
Investment Option Expenses’ Fee Fee Fees® Charge® Charge’
Objective-Based Asset Allocations
Founding Funds 529 Portfolio 0.71% 0.40% 0.25% 1.36% 5.75% None
Corefolio® 529 Portfolio 0.77% 0.40% 0.25% 1.42% 5.75% None
Growth 529 Portfolio 0.85% 0.40% 0.25% 1.50% 5.75% None
Growth & Income 529 0.68% 0.40% 0.25% 1.33% 5.75% None
Portfolio
Income 529 Portfolio 0.52% 0.40% 0.25% 1.17% 4.25% None
Growth Age-Based Asset Allocations
Newborn — 8 years 0.86% 0.40% 0.25% 1.51% 5.75% None
Age 9 — 12 years 0.77% 0.40% 0.25% 1.42% 5.75% None
Age 13 - 16 years 0.68% 0.40% 0.25% 1.33% 5.75% None
Age 17+ years 0.64% 0.40% 0.25% 1.29% 5.75% None
Moderate Age-Based Asset Allocations
Newborn — 8 years 0.76% 0.40% 0.25% 1.41% 5.75% None
Age 9 — 12 years 0.68% 0.40% 0.25% 1.33% 5.75% None
Age 13 — 16 years 0.60% 0.40% 0.25% 1.25% 5.75% None
Age 17+ years 0.52% 0.40% 0.25% 1.17% 5.75% None
Conservative Age-Based Asset Allocations
Newborn — 8 years 0.69% 0.40% 0.25% 1.34% 5.75% None
Age 9 — 12 years 0.60% 0.40% 0.25% 1.25% 5.75% None
Age 13 - 16 years 0.50% 0.40% 0.25% 1.15% 5.75% None
Age 17+ years 0.15% 0.40% 0.25% 0.80% 5.75% None
Individual Portfolios
Global:
Templeton Growth 529 0.83% 0.40% 0.25% 1.48% 5.75% None
Portfolio
Growth:
Franklin Growth 529 Portfolio 0.69% 0.40% 0.25% 1.34% 5.75% None
Franklin Small-Mid Cap 0.76% 0.40% 0.25% 1.41% 5.75% None
Growth 529 Portfolio
Value:
Mutual Shares 529 Portfolio |  0.82% 0.40% 0.25% | 1.47% 5.75% None
Income:
Franklin Income 529 Portfolio 0.49% 0.40% 0.25% 1.14% 4.25% None
Stable Value 529 Portfolio® 0.24% 0.46% 0.00% 0.70% 4.25% None
Index Style:
S&P 500 Index 529Portfolio” |  0.20% 040% | 0.25% [ 0.85% 5.75% None
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Class B’

Annual Asset-Based Fees

Additional Investor

Expenses
Total
Estimated Annual | Maximum | Maximum
Underlying Program Annual Asset- Initial Deferred

Fund Management Sales Based Sales Sales
Investment Option Expenses® Fee Fee Fees® Charge Charge®
Objective—Based Asset Allocations
Founding Funds 529 Portfolio 0.71% 0.40% 1.00% 2.11% None 4.00%
Corefolio® 529 Portfolio 0.77% 0.40% 1.00% 2.17% None 4.00%
Growth 529 Portfolio 0.85% 0.40% 1.00% 2.25% None 4.00%
Growth & Income 529 0.68% 0.40% 1.00% 2.08% None 4.00%
Portfolio
Income 529 Portfolio 0.52% 0.40% 1.00% 1.92% None 4.00%
Growth Age-Based Asset Allocations
Newborn — 8 years 0.86% 0.40% 1.00% 2.26% None 4.00%
Age 9 — 12 years 0.77% 0.40% 1.00% 2.17% None 4.00%
Age 13 — 16 years 0.68% 0.40% 1.00% 2.08% None 4.00%
Age 17+ years 0.64% 0.40% 1.00% 2.04% None 4.00%
Moderate Age-Based Asset Allocations
Newborn — 8 years 0.76% 0.40% 1.00% 2.16% None 4.00%
Age 9 — 12 years 0.68% 0.40% 1.00% 2.08% None 4.00%
Age 13 - 16 years 0.60% 0.40% 1.00% 2.00% None 4.00%
Age 17+ years 0.52% 0.40% 1.00% 1.92% None 4.00%
Conservative Age-Based Asset Allocations
Newborn — 8 years 0.69% 0.40% 1.00% 2.09% None 4.00%
Age 9 — 12 years 0.60% 0.40% 1.00% 2.00% None 4.00%
Age 13 — 16 years 0.50% 0.40% 1.00% 1.90% None 4.00%
Age 17+ years 0.15% 0.40% 1.00% 1.55% None 4.00%
Global:
Templeton Growth 529 0.83% 0.40% 1.00% 2.23% None 4.00%
Portfolio
Growth:
Franklin Growth 529 Portfolio 0.69% 0.40% 1.00% 2.09% None 4.00%
Franklin Small-Mid Cap 0.76% 0.40% 1.00% 2.16% None 4.00%
Growth 529 Portfolio
Value:
Mutual Shares 0.82% 0.40% 1.00% 2.22% None 4.00%
529 Portfolio
Income:
Franklin Income 0.49% 0.40% 1.00% 1.89% None 4.00%
529 Portfolio
Stable Value 0.24% 0.48% 0.00% 0.72% None 4.00%
529 Portfolio®
Index Style:
S&P 500 Index 0.20% 0.40% 1.00% 1.60% None 4.00%
529 Portfolio™
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Class C

Annual Asset-Based Fees

Additional Investor

Expenses
Total
Estimated Annual | Maximum | Maximum
Underlying Program Annual Asset- Initial Deferred

Fund Managemen | Sales Based Sales Sales
Investment Option Expenses® t Fee Fee Fees® Charge Charge®
Objective—Based Asset Allocations
Founding Funds 529 Portfolio 0.71% 0.40% 1.00% 2.11% None 1.00%
Corefolio® 529 Portfolio 0.77% 0.40% 1.00% 2.17% None 1.00%
Growth 529 Portfolio 0.85% 0.40% 1.00% 2.25% None 1.00%
Growth & Income 529 0.68% 0.40% 1.00% 2.08% None 1.00%
Portfolio
Income 529 Portfolio 0.52% 0.40% 1.00% 1.92% None 1.00%
Growth Age-Based Asset Allocations
Newborn — 8 years 0.86% 0.40% 1.00% 2.26% None 1.00%
Age 9 — 12 years 0.77% 0.40% 1.00% 2.17% None 1.00%
Age 13 — 16 years 0.68% 0.40% 1.00% 2.08% None 1.00%
Age 17+ years 0.64% 0.40% 1.00% 2.04% None 1.00%
Moderate Age-Based Asset Allocations
Newborn — 8 years 0.76% 0.40% 1.00% 2.16% None 1.00%
Age 9 — 12 years 0.68% 0.40% 1.00% 2.08% None 1.00%
Age 13 - 16 years 0.60% 0.40% 1.00% 2.00% None 1.00%
Age 17+ years 0.52% 0.40% 1.00% 1.92% None 1.00%
Conservative Age-Based Asset Allocations
Newborn — 8 years 0.69% 0.40% 1.00% 2.09% None 1.00%
Age 9 — 12 years 0.60% 0.40% 1.00% 2.00% None 1.00%
Age 13 — 16 years 0.50% 0.40% 1.00% 1.90% None 1.00%
Age 17+ years 0.15% 0.40% 1.00% 1.55% None 1.00%
Individual Portfolios
Global:
Templeton Growth 529 0.83% 0.40% 1.00% 2.23% None 1.00%
Portfolio
Growth:
Franklin Growth 529 Portfolio 0.69% 0.40% 1.00% 2.09% None 1.00%
Franklin Small-Mid Cap 0.76% 0.40% 1.00% 2.16% None 1.00%
Growth 529 Portfolio
Value:
Mutual Shares 0.82% 0.40% 1.00% 2.22% None 1.00%
529 Portfolio
Income:
Franklin Income 0.49% 0.40% 1.00% 1.89% None 1.00%
529 Portfolio
Stable Value 0.24% 0.48% 0.00% 0.72% None 1.00%
529 Portfolio®
Index Style:
S&P 500 Index 0.20% 0.40% 1.00% 1.60% None 1.00%
529 Portfolio™

1. For registered mutual funds, based on most recent fiscal annual or semi-annual period reported upon in the applicable fund’s
most recent financial statements that were publicly available by February 28, 2013, and for Investment Options invested in
multiple registered mutual funds, based on a weighted average of each fund’s expense ratio, in accordance with the
Investment Option’s average monthly asset allocation among the applicable funds for the 12 month period ended February
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10.

28, 2013. Underlying fund expenses will vary and in some cases have been, and may from time to time be, reduced by fee
and expense waivers or reimbursements, which may be ended at any time, increasing future expenses.

This total is assessed against assets over the course of the year and does not include sales charges or account maintenance
fees. As of January 1, 2013, no account maintenance fee is in effect. Refer to the table below that shows the total assumed
costs of a $10,000 investment over various periods of time.

See table entitled “Contribution Impact on Initial Sales Charges under Class A” below.

There is a contingent deferred sales charge that applies to investments of $1 million or more. See “Fees and Expenses —
Class A"

The annual account maintenance fee is waived for certain types of accounts. See last introductory paragraph to “Fees and
Expenses” section above, for more information.

For the Stable Value 529 Portfolio, the current Estimated Underlying Fund Expenses include 0.25% in estimated underlying
fund expenses and 0.10% in sub-advisory fees paid to Dwight Asset Management, Inc. Because the Stable Value 529
Portfolio may invest in securities other than mutual funds, it may from time to time incur other expenses, such as investment
advisory fees, which could impact its total annual asset-based fees. Stable Value Actions taken beginning in July 2009 (see,
“Actions with Respect to the Stable Value 529 Portfolio,” above) have reduced certain expenses of Stable Value, or of
particular classes of shares of Stable Value, relative to what they would have been without such Stable Value Actions, and
any discontinuation of such Stable Value Actions will increase the expenses of Stable Value, or of particular classes of
shares of Stable Value, relative to what they would be if such Stable Value Actions were continued. Without the effect of
Stable Value Actions, the Total Annual Asset Based Fees would be Class A 1.10% and Classes B and C 1.85%.

After 8 years, these Trust Shares convert to Class A Trust Shares.

The contingent deferred sales charge declines to 3% after 3 years, 2% after 5 years, and 1% after 6 years. The contingent
deferred sales charge is 0% after 7 years. Also see the “Approximate Cost of a $10,000 Investment” table below.

This charge applies to Trust Shares redeemed in connection with a withdrawal during the first 12 months after the
investment.

The portfolio currently invests in the JP Morgan Equity Index Fund; the investment advisor, administrator and distributor of
that fund (the "Service Providers™) have contractually agreed to waive fees and/or reimburse expenses to the extent that total
annual fund operating expenses (excluding acquired fund fees and expenses, dividend expenses relating to short sales,
interest, taxes, expenses related to litigation and potential litigation, extraordinary expenses and expenses related to the
Board of Trustees’ deferred compensation plan) exceed the expense cap of 0.45% of the average daily net assets through the
expense cap expiration date of November 1, 2013. This contract continues through that date, at which time the Service
Providers will determine whether or not to renew or revise it. If such fees and expenses are no longer waived or reimbursed,
then expenses of the fund, and of the plan portfolio, may be higher than those shown.

v. In the section titled “Fees and Expenses,” the following replaces the
“Approximate Cost of a $10,000 Investment” chart and corresponding
footnotes (pages 48-49):

Approximate Cost of a $10,000 Investment!

One Year Three Years

Class A | B [ B | ¢ [ ¢ | A [ B | B [ ] ¢

Investment Option

Objective-Based Asset Allocations

Founding $706 $614 $214 $314 $214 $981 $961 $661 $661 $661

Funds 529
Portfolio

Corefolio® 529 | $711 $620 $220 $320 $220 $998 $979 $679 $679 $679

Portfolio

Growth 529 $719 $628 $228 $328 $228 $1,022 | $1,003 | $703 $703 $703

Portfolio

Growth & $703 $611 $211 $311 $211 $972 $952 $652 $652 $652

Income 529
Portfolio

Income 529 $539 $595 $195 $295 $195 $781 $903 $603 $603 $603

Portfolio
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Growth Age-Based Asset Allocations

Newborn — 8 $720 $629 $229 $329 $229 $1,025 | $1,006 | $706 $706 $706
years

Age9-12 $711 $620 $220 $320 $220 $998 $979 $679 $679 $679
years

Age 13-16 $703 $611 $211 $311 $211 $972 $952 $652 $652 $652
years

Age 17+ years | $699 $607 $207 $307 $207 $960 $940 $640 $640 $640
Moderate Age-Based Asset Allocations

Newborn - 8 $710 $619 $219 $319 $219 $996 $976 $676 $676 $676
years

Age 9-12 $703 $611 $211 $311 $211 $972 $952 $652 $652 $652
years

Age 13 -16 $695 $603 $203 $303 $203 $949 $927 $627 $627 $627
years

Age 17+ years | $687 $595 $195 $295 $195 $925 $903 $603 $603 $603
Conservative Age-Based Asset Allocations

Newborn — 8 $704 $612 $212 $312 $212 $975 $955 $655 $655 $655
years

Age 9-12 $695 $603 $203 $303 $203 $949 $927 $627 $627 $627
years

Age 13 -16 $685 $593 $193 $293 $193 $919 $897 $597 $597 $597
years

Age 17+ years | $652 $558 $158 $258 $158 $816 $790 $490 $490 $490
Individual Portfolios

Global:

Templeton $717 $626 $226 $326 $226 $1,016 | $997 $697 $697 $697
Growth 529

Portfolio

Growth:

Franklin $704 $612 $212 $312 $212 $975 $955 $655 $655 $655
Growth 529

Portfolio

Franklin $710 $619 $219 $319 $219 $996 $976 $676 $676 $676
Small-Mid Cap

Growth 529

Portfolio

Value:

Mutual Shares | $716 $625 $225 $325 $225 $1,013 | $994 $694 $694 $694
529 Portfolio

Income:

Franklin $536 $592 $192 $292 $192 $772 $894 $594 $594 $594
Income 529

Portfolio

Stable Value $522 $577 $177 $277 $177 $727 $848 $548 $548 $548
529 Portfolio®

Index Style:

S&P 500 Index | $657 $563 $163 $263 $163 $831 $805 $505 $505 $505

529 Portfolio
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Five Years Ten Years
Class A | B | B | ¢t | & | A | B | B | c | ¢
Investment Option
Objective-Based Asset Allocations
Founding $1,277 | $1,334 | $1,134 | $1,134 | $1,134 | $2,116 | $2,250 | $2,250 | $2,441 | $2,441
Funds 529
Portfolio
Corefolio® 529 | $1,307 | $1.364 | $1,164 | $1,164 | $1,164 | $2,179 | $2,313 | $2,313 | $2,503 | $2,503
Portfolio
Growth 529 $1,346 | $1,405 | $1,205 | $1,205 | $1,205 | $2,263 | $2,396 | $2,396 | $2,585 | $2,585
Portfolio
Growth & $1,262 | $1,319 | $1,119 | $1,119 | $1,119 | $2,084 | $2,219 | $2,219 | $2,410 | $2,410
Income 529
Portfolio
Income 529 $1,041 | $1,237 | $1,037 | $1,037 | $1,037 | $1,785 | $2,048 | $2,048 | $2,243 | $2,243
Portfolio
Growth Age-Based Asset Allocations
Newborn - 8 $1,351 | $1,410 | $1,210 | $1,210 | $1,210 | $2,273 | $2,407 | $2,407 | $2,595 | $2,595
years
Age 9-12 $1,307 | $1,364 | $1,164 | $1,164 | $1,164 | $2,179 | $2,313 | $2,313 | $2,503 | $2,503
years
Age 13 -16 $1,262 | $1,319 | $1,119 | $1,119 | $1,119 | $2,084 | $2,219 | $2,219 | $2,410 | $2,410
years
Age 17+ years | $1,242 | $1,298 | $1,098 | $1,098 | $1,098 | $2,042 | $2,176 | $2,176 | $2,369 | $2,369
Moderate Age-Based Asset Allocations
Newborn — 8 $1,302 | $1,359 | $1,159 | $1,159 | $1,159 | $2,169 | $2,303 | $2,303 | $2,493 | $2,493
years
Age 9-12 $1,262 | $1,319 | $1,119 | $1,119 | $1,119 | $2,084 | $2,219 | $2,219 | $2,410 | $2,410
years
Age 13 -16 $1,222 | $1,278 | $1,078 | $1,078 | $1,078 | $1,999 | $2,134 | $2,134 | $2,327 | $2,327
years
Age 17+ years | $1,182 | $1,237 | $1,037 | $1,037 | $1,037 | $1,914 | $2,048 | $2,048 | $2,243 | $2,243
Conservative Age-Based Asset Allocations
Newborn — 8 $1,267 | $1,324 | $1,124 | $1,124 | $1,124 | $2,095 | $2,229 | $2,229 | $2,421 | $2,421
years
Age9-12 $1,222 | $1,278 | $1,078 | $1,078 | $1,078 | $1,999 | $2,134 | $2,134 | $2,327 | $2,327
years
Age 13-16 $1,172 | $1,226 | $1,026 | $1,026 | $1,026 | $1,892 | $2,027 | $2,027 | $2,222 | $2,222
years
Age 17+ years | $994 $1,045 | $845 $845 $845 $1,508 | $1,643 | $1,643 | $1,845 | $1,845
Individual Portfolios
Global:
Templeton $1,336 | $1,395 | $1,195 | $1,195 | $1,195 | $2,242 | $2,242 | $2,376 | $2,565 | $2,565
Growth 529
Portfolio
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Growth:

Franklin $1,267 | $1,324 | $1,124 | $1,124 | $1,124 | $2,095 | $2,229 | $2,229 | $2,421 | $2,421
Growth 529
Portfolio

Franklin $1,302 | $1,359 | $1,159 | $1,159 | $1,159 | $2,169 | $2,303 | $2,303 | $2,493 | $2,493
Small-Mid Cap
Growth 529
Portfolio

Value:

Mutual Shares | $1,332 | $1,390 | $1,190 | $1,190 | $1,190 | $2,231 | $2,365 | $2,365 | $2,554 | $2,554

529 Portfolio

Income:

Franklin $1,026 | $1,221 | $1,021 | $1,021 | $1,021 | $1,752 | $2,016 | $2,016 | $2,212 | $2,212
Income 529
Portfolio

Stable Value | $949 $1,144 | $944 $944 $944 $1,586 | $1,853 | $1,853 | $2,052 | $2,052
529 Portfolio*

Index Style:

S&P 500 Index | $1,019 | $1,071 | $871 $871 $871 $1,564 | $1,699 | $1,699 | $1,900 | $1,900
529 Portfolio

1. Includes estimated underlying expenses, which, for registered mutual funds, are based on most recent fiscal
annual or semi-annual period reported upon in the applicable fund’s most recent financial statements that were
publicly available by February 28, 2013 and for Investment Options invested in multiple registered mutual
funds, are based on a weighted average of each fund’s expense ratio, in accordance with the Investment
Option’s average monthly asset allocation among the applicable funds for the 12 month period ended February
28, 2013. Underlying fund expenses will vary and in some cases have been, and may from time to time be,
reduced by fee and expense waivers or reimbursements, which may be ended at any time, increasing future
expenses.

Assumes redemption at the end of the period.

Assumes no redemption at the end of the period.

Stable Value Actions taken beginning in July 2009 (see, “Actions with Respect to the Stable Value 529
Portfolio” under “Fees and Expenses,” above) have reduced the cost a $10,000 Investment in Stable Value, or
of particular classes of shares of Stable Value, relative to what it would be without such Stable Value Actions,
and the discontinuation of such Stable Value Actions will increase the cost a $10,000 Investment in Stable
Value, or of particular classes of shares of Stable Value, relative to what it would be if such Stable Value
Actions were continued.

o

w. The following is added to “Appendix C—Description of Mutual Funds in
Which Trust Portfolio Assets May Be Invested” beginning on page 80:

Franklin Gold and Precious Metals Fund

* Investment Goals and Main Strategies. The Fund's principal investment goal is capital
appreciation. Its secondary goal is to provide shareholders with current income through

dividends or interest received from its investments. Under normal market conditions, the Fund
invests at least 80% of its net assets in securities of gold and precious metals operation
companies, which include companies that mine, process, or deal in gold or other precious metals,
such as silver, platinum, and palladium, including mining finance and exploration companies as
well as operating companies with long- or medium-life mines. The Fund may buy securities of
gold and precious metals operation companies located anywhere in the world and in general
invests predominantly in companies located outside the U.S. The Fund may invest in companies
without regard to market capitalization, including companies falling within the small-cap (market
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capitalization less than $1.5 billion) and medium-cap (market capitalization of $1.5 billion to
$8 billion) ranges. The Fund primarily invests in equity securities, primarily common stock. The
Fund also invests in American, Global and European Depositary Receipts.

» Main Risks. This Fund is subject to the following types of main investment risks, which are
described in the Investor Handbook under “Risk Factors — Specific Investment Risks”:
concentration, foreign securities, gold and precious metals, management, market, non-
diversification, and smaller and midsize companies.

Franklin Growth Opportunities Fund

* Investment Goals and Main Strategies. The Fund's investment goal is capital appreciation.
Under normal market conditions, the Fund invests substantially in equity securities of companies
demonstrating accelerating growth, increasing profitability, or above-average growth or growth
potential as compared with the overall economy. The equity securities in which the Fund invests
are primarily to predominantly common stock. The Fund may invest in convertible securities
without regard to the ratings assigned by the rating services. A significant to substantial portion
of the Fund's investments may be in smaller and midsize companies. In addition, a small portion
of the Fund's assets may be invested in foreign securities. The Fund, from time to time, may
have significant positions in particular sectors such as technology.

» Main Risks. This Fund is subject to the following types of main investment risks, which are
described in the Investor Handbook under “Risk Factors — Specific Investment Risks”: focus,
foreign securities, growth style investing, management, and smaller and midsize companies.

Franklin High Income Fund

* Investment Goals and Main Strategies. The Fund's principal investment goal is to earn a high
level of current income. Its secondary goal is to seek capital appreciation to the extent it is
possible and consistent with the Fund's principal goal. Under normal market conditions, the
Fund invests primarily in high yield, lower-rated debt securities. These include bonds, notes,
debentures and convertible securities. The Fund may invest in senior and subordinated debt
securities and in zero coupon bonds. The Fund may invest up to 100% of its total assets in debt
securities that are rated below investment grade, sometimes called "junk bonds.” The Fund may
buy both rated and unrated debt securities including securities rated below B by Moody's or
S&P®. The Fund may also invest in defaulted debt securities and may, from time to time, have
significant investments in certain sectors such as energy. The Fund may invest in securities
issued by companies and governments in any foreign country, developed or developing. The
Fund may, from time to time, enter into certain transactions involving derivatives, particularly
credit default swap agreements (including on individual reference instruments or an index of
instruments) and currency forwards. The Fund may be a buyer or seller of credit default swaps.
The Fund also invests in bank loans, corporate loans and loan participations.

» Main Risks. This Fund is subject to the following types of main investment risks, which are
described in the Investor Handbook under “Risk Factors — Specific Investment Risks”: credit,
derivative instruments, developing markets, focus, foreign securities, high yield debt securities,
income, interest rate, liquidity, management, market, and prepayment.
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Franklin International Small Cap Growth Fund

* Investment Goals and Main Strategies. The Fund's investment goal is long-term capital
appreciation. Under normal market conditions, the Fund invests at least 80% of its net assets in a
diversified portfolio of marketable equity and equity-related securities of smaller international
companies. For this Fund, smaller international companies are companies with market
capitalizations (the total market value of a company's outstanding stock) not exceeding

(i) $5 billion or the equivalent in local currencies or (ii) the highest market capitalization in the
Morgan Stanley Capital International (MSCI) EAFE Small Cap Index, whichever is greater, at
the time of purchase. The Fund considers international companies to be those organized under
the laws of a country outside of the United States or having a principal office in a country outside
of the United States, or whose securities are listed or traded principally on a recognized stock
exchange or over-the-counter market outside of the United States. The Fund may invest up to
10% of its net assets in developing or emerging market countries. The Fund invests
predominantly in securities listed or traded on recognized international markets in developed
countries included in the MSCI EAFE Small Cap Index. The Fund's investment manager
generally intends to maintain a more focused portfolio consisting of approximately 25-45
securities. The Fund, from time to time, may have significant investments in a particular sector
or country.

» Main Risks. This Fund is subject to the following types of main investment risks, which are
described in the Investor Handbook under “Risk Factors — Specific Investment Risks™:
developing markets, focus, foreign securities, growth style investing, liquidity, management,
market, and smaller companies.

Franklin Rising Dividends Fund

* Investment Goals and Main Strategies. The Fund's investment goal is long-term capital
appreciation. Preservation of capital, while not a goal, is also an important consideration. Under
normal market conditions, the Fund invests at least 80% of its net assets in investments of
companies that have paid consistently rising dividends. The Fund invests predominantly in
equity securities, primarily common stock. 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:

« 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);

o 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; and
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« attractive prices, either: (1) in the lower half of the stock’s price/earnings ratio range for
the past 10 years; or (2) less than price/earnings ratio of the Standard & Poor's® 500
Stock Index (this criterion applies only at the time of purchase).

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. From time to time the Fund may have significant
positions in particular sectors. The Fund may invest in equity securities of any size company,
across the entire market capitalization spectrum. From time to time, the Fund may invest a
substantial portion of its assets in the securities of smaller and midsize companies (i.e.,
companies with market capitalizations that are similar in size to those of the Russell 2500™
Index, which ranged from approximately $130 million to approximately $7.1 billion as of the
most recently available reconstitution). The Fund may invest in convertible securities without
regard to the ratings assigned by ratings services and may invest up to 25% of its total assets in
foreign securities.

» Main Risks. This Fund is subject to the following types of main investment risks, which are
described in the Investor Handbook under “Risk Factors — Specific Investment Risks”: focus,
foreign securities, investing style, management, market, and smaller and midsize companies.

Franklin Utilities Fund

* Investment Goals and Main Strategies. The Fund's investment goals are capital appreciation
and current income. Under normal market conditions, the Fund invests at least 80% of its net
assets in the securities of public utilities companies, which are companies that provide electricity,
natural gas, water, and communications services to the public and companies that provide
services to public utilities companies. The Fund concentrates (invests more than 25% of its total
assets) in companies operating in the utilities industry. The Fund searches for the best return
opportunities available in the global utilities arena with a specific focus on the U.S. electricity
and gas sector. Generally, the Fund seeks to invest in companies producing a high percentage of
earnings from regulated power plant operations. The Fund invests primarily in equity securities,
which consist mainly of common stocks. The Fund may invest in convertible securities without
regard to the ratings assigned by ratings services.

» Main Risks. This Fund is subject to the following types of main investment risks, which are
described in the Investor Handbook under “Risk Factors — Specific Investment Risks”:
concentration, foreign securities, income, interest rate, management, market, and utilities
industry emphasis.

Templeton Global Bond Fund

* Investment Goals and Main Strategies. The Fund's investment goal is current income with
capital appreciation and growth of income. Under normal market conditions, the Fund invests at
least 80% of its net assets in "bonds."” Bonds include debt securities of any maturity, such as
bonds, notes, bills and debentures, including inflation-indexed securities. The Fund invests
predominantly in bonds issued by governments and government agencies located around the
world. The Fund may also invest in inflation-indexed securities and securities or structured
products that are linked to or derive their value from another security, asset or currency of any
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nation. Under normal market conditions, the Fund expects to invest at least 40% of its net assets
in foreign securities. The Fund may invest without limit in developing markets. Although the
Fund may buy bonds rated in any category, it focuses on investment grade bonds. The Fund may
invest up to 25% of its total assets in bonds that are rated below investment grade, sometimes
referred to as "junk bonds.” 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. The Fund regularly enters into currency-
related transactions involving certain derivative instruments, including currency and cross
currency forwards, and currency and 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 results of such transactions may also represent, from time to time, a
significant component of the Fund’s investment returns. The Fund may also enter into various
other transactions involving derivatives, including financial futures contracts (such as interest
rate or bond futures); swap agreements (which may include interest rate and credit default
swaps); options on interest rate or bond futures, and options on interest rate swaps. The use of
these derivative transactions may allow the Fund to obtain net long or net negative (short)
exposures to selected interest rates, countries, duration or credit risks. 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, interest
rates and other market factors.

» Main Risks. This Fund is subject to the following types of main investment risks, which are
described in the Investor Handbook under “Risk Factors — Specific Investment Risks”: credit,
debt securities ratings, derivative instruments, developing markets, foreign securities, high-
yield debt securities, income, inflation-indexed securities, interest rate, management, market,
non-diversification, and unrated debt securities.

X. The main title of the inside of the back cover of the Investor Handbook is
replaced with the following:

FRANKLIN TEMPLETON PRIVACY NOTICE

y. The first bullet point of the “Information We Collect” section of the inside of
the back cover of the Investor Handbook is replaced with the following:

e Information we receive from you on applications or other forms, whether we receive the
form in writing or electronically. For example, this information includes your name,
address, tax identification number, birth date, investment selection, beneficiary
information, and possibly your personal bank account information and/or email address if
you have provided that information.

Please keep this supplement for future reference.

529 STK2 07/13
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SUPPLEMENT DATED DECEMBER 31, 2012
TO THE FRANKLIN TEMPLETON 529 COLLEGE SAVINGS PLAN INVESTOR HANDBOOK
DATED SEPTEMBER 15, 2012 (“INVESTOR HANDBOOK")

This supplement updates the Investor Handbook. You should review this information carefully and keep it
together with your current copy of the Investor Handbook. Any information in the Investor Handbook that
is inconsistent with the information provided in this Supplement is superseded by the information in this
Supplement.

1. In the section titled “Opening, Maintaining and Contributing to an Account”, the “Account Owner”
subsection on page 3 is replaced with the following:

Account Owner

Any individual who has reached the age of majority, or any corporation, trust or other entity, may
establish an Account described in this Investor Handbook provided they reside in a state or jurisdiction
where Trust Shares are eligible for sale. Trust Shares are not eligible for sale in Canada and may not be
directly or indirectly offered or sold in any provincial or territorial jurisdiction in Canada or to or for the
benefit of residents thereof.

With the exception of Accounts owned by Account Owners with addresses in Canada (“Canadian
Accounts”), contributions may continue to be made to Accounts established prior to January 1, 2011,
including those established by individuals, corporations, trusts and other entities that do not have
addresses in the United States or a territory of the United States and do not have a Financial Advisor
with an address in the United States or a territory of the United States.

Beginning on January 15, 2013: (1) no new Canadian Accounts may be established; (2) Canadian
Account owners may no longer make additional contributions to Accounts; (3) Canadian Accounts
may no longer receive any additional contributions; (4) investments in a Canadian Account may not be
transferred from one Trust Portfolio to another Trust Portfolio; (5) all automatic investment plans that
provide for investment in a Canadian Account will be cancelled; (6) Age-Based Portfolio Transfers of
shares owned by Canadian Accounts will continue to take place to the extent provided in this Investor
Handbook as it may be supplemented or restated in the future; and (7) Accounts belonging to an
Account Owner who moves to Canada become Canadian Accounts subject to the provisions above.

To establish an Account, the Account Owner must provide a U.S. Taxpayer Identification Number
(“TIN”), which may be any one of the following: a Social Security Number, an IRS Individual Taxpayer
Identification Number or an Employer Identification Number. The tax consequences associated with
Accounts established by persons who do not have addresses in the United States are not described in this
Investor Handbook. If you are such a person, you should consult your tax advisor concerning the tax
consequences of an investment in the Program.

2. In the section titled “Fees and Expenses”, for the Portfolios listed in the below tables, the following replaces
the “Fees and Expenses Chart” and its corresponding footnotes (page 44); information is based on most
recent fiscal annual or semi-annual period reported upon in the applicable underlying fund’s most recent
financial statements that were publically available by June 30, 2012; please see footnotes below the tables:



Fees and Expenses Chart

Class A
Annual Asset-Based Fees Additional Investor Expenses
Estimated Total Maximum Maximum Annual
Underlying Program Annual Annual Initial Deferred Account
Fund Management Sales Asset-Based Sales Sales Maintenance
Investment Option Expenses' Fee Fee Fees? Charge? Charge* Fee®
Objective-Based Asset Allocations
Founding Funds 529 Portfolio 0.72% 0.40% 0.25% 1.37% 5.75% None $25
Growth 529 Portfolio 0.85% 0.40% 0.25% 1.50% 5.75% None $25
Growth & Income 529 Portfolio 0.68% 0.40% 0.25% 1.33% 5.75% None $25
Income 529 Portfolio 0.53% 0.40% 0.25% 1.18% 4.25% None $25
Moderate Age-Based Asset Allocations
Newborn—8 years 0.76% 0.40% 0.25% 1.41% 5.75% None $25
Age 17+ years 0.52% 0.40% 0.25% 1.17% 5.75% None $25
Conservative Age-Based Asset Allocations
Newborn—8 years 0.68% 0.40% 0.25% 1.33% 5.75% None $25
Age 9-12 years 0.60% 0.40% 0.25% 1.25% 5.75% None $25
Individual Portfolios
Growth:
Franklin Growth 529 Portfolio 0.67% 0.40% 0.25% 1.32% 5.75% None $25
Franklin Small-Mid Cap Growth 529 Portfolio 0.75% 0.40% 0.25% 1.40% 5.75% None $25
Class B’
Annual Asset-Based Fees Additional Investor Expenses
Estimated Total Maximum Maximum Annual
Underlying Program Annual Annual Initial Deferred Account
Fund Management Sales Asset-Based Sales Sales Maintenance
Investment Option Expenses’ Fee Fee Fees? Charge? Charge* Fee®
Objective-Based Asset Allocations
Founding Funds 529 Portfolio 0.72% 0.40% 1.00% 2.12% None 4.00% $25
Growth 529 Portfolio 0.85% 0.40% 1.00% 2.25% None 4.00% $25
Growth & Income 529 Portfolio 0.68% 0.40% 1.00% 2.08% None 4.00% $25
Income 529 Portfolio 0.53% 0.40% 1.00% 1.93% None 4.00% $25
Moderate Age-Based Asset Allocations
Newborn—8 years 0.76% 0.40% 1.00% 2.16% None 4.00% $25
Age 17+ years 0.52% 0.40% 1.00% 1.92% None 4.00% $25
Conservative Age-Based Asset Allocations
Newborn—8 years 0.68% 0.40% 1.00% 2.08% None 4.00% $25
Age 9-12 years 0.60% 0.40% 1.00% 2.00% None 4.00% $25
Individual Portfolios
Growth:
Franklin Growth 529 Portfolio 0.67% 0.40% 1.00% 2.07% None 4.00% $25
Franklin Small-Mid Cap Growth 529 Portfolio 0.75% 0.40% 1.00% 2.15% None 4.00% $25




Class C
Annual Asset-Based Fees Additional Investor Expenses
Estimated Total Maximum Maximum Annual
Underlying Program Annual Annual Initial Deferred Account
Fund Management Sales Asset-Based Sales Sales Maintenance
Investment Option Expenses' Fee Fee Fees? Charge Charge® Fee’
Objective-Based Asset Allocations
Founding Funds 529 Portfolio 0.72% 0.40% 1.00% 2.12% None 1.00% $25
Growth 529 Portfolio 0.85% 0.40% 1.00% 2.25% None 1.00% $25
Growth & Income 529 Portfolio 0.68% 0.40% 1.00% 2.08% None 1.00% $25
Income 529 Portfolio 0.53% 0.40% 1.00% 1.93% None 1.00% $25
Moderate Age-Based Asset Allocations
Newborn—8 years 0.76% 0.40% 1.00% 2.16% None 1.00% $25
Age 17+ years 0.52% 0.40% 1.00% 1.92% None 1.00% $25
Conservative Age-Based Asset Allocations
Newborn—8 years 0.68% 0.40% 1.00% 2.08% None 1.00% $25
Age 9-12 years 0.60% 0.40% 1.00% 2.00% None 1.00% $25
Individual Portfolios
Growth:
Franklin Growth 529 Portfolio 0.67% 0.40% 1.00% 2.07% None 1.00% $25
Franklin Small-Mid Cap Growth 529 Portfolio 0.75% 0.40% 1.00% 2.15% None 1.00% $25

1. For registered mutual funds, based on most recent fiscal annual or semi-annual period reported upon in the applicable fund’s most recent financial statements that were
publicly available by December 31, 2011, and for Investment Options invested in multiple registered mutual funds, based on a weighted average of each fund’s expense ratio,
in accordance with the Investment Option’s average monthly asset allocation among the applicable funds. Underlying fund expenses will vary and in some cases have been,
and may from time to time be, reduced by fee and expense waivers or reimbursements, which may be ended at any time, increasing future expenses.

2. This total is assessed against assets over the course of the year and does not include sales charges or account maintenance fees. Refer to the table below that shows the
total assumed costs of a $10,000 investment over various periods of time.

3. See table entitled “Contribution Impact on Initial Sales Charges under Class A” below.

4. There is a contingent deferred sales charge that applies to investments of $1 million or more. See “Fees and Expenses—Class A.”

5. The annual account maintenance fee is waived for certain types of accounts. See last introductory paragraph to “Fees and Expenses” section above, for more information.
7. After 8 years, these Trust Shares convert to Class A Trust Shares.

8. The contingent deferred sales charge declines to 3% after 3 years, 2% after 5 years, and 1% after 6 years. The contingent deferred sales charge is 0% after 7 years. Also
see the “Approximate Cost of a $10,000 Investment” table below.

9. This charge applies to Trust Shares redeemed in connection with a withdrawal during the first 12 months after the investment.

. In the section titled “Fees and Expenses”, for the Portfolios listed in the below tables, the following
replaces the “Approximate Cost of a $10,000 Investment” chart (page 42); information is based on most
recent fiscal annual or semi-annual period reported upon in the applicable underlying fund’s most recent
financial statements that were publically available by June 30, 2012:



Approximate Cost of a $10,000 Investment

One Year Three Years
Class A | e | e | o | A | e | o | o |
Investment Option
Objective-Based Asset Allocations
Founding Funds 529 Portfolio | $706 $615 $215 $315 $215 $984 $964 $664 $664 $664
Corefolio® 529 Portfolio $711 $620 $220 $320 $220 $998 $979 $679 $679 $679
Growth 529 Portfolio $719 $628 $228 $328 $228 $1,022 | $1,003 $703 $703 $703
Growth & Income 529 Portfolio | $703 $611 $211 $311 $211 $972 $952 $652 $652 $652
Income 529 Portfolio $540 $596 $196 $296 $196 $784 $906 $606 $606 $606
Moderate Age-Based Asset Allocations
Newborn—8 years $710 $619 $219 $319 $219 $996 $976 $676 $676 $676
Age 17+ years $687 $595 $195 $295 $195 $925 $903 $603 $603 $603
Conservative Age-Based Asset Allocations
Newborn—8 years $703 $611 $211 $311 $211 $972 $952 $652 $652 $652
Age 9-12 years $695 $603 $203 $303 $203 $949 $927 $627 $627 $627
Growth:
Franklin Growth 529 Portfolio |  $702 $610 $210 $310 $210 $969 $949 $649 $649 $649
E’rf)rv]v'i'r'l"\,égﬁ,!ﬂ“ﬁ;‘ﬂlfap $709 | $618 | $218 | $318 | $218 | $993 | $973 | $673 | $673 | $673
Five Years Ten Years
Class A | e | e | o | A | e | o | o |
Investment Option
Objective-Based Asset Allocations
Founding Funds 529 Portfolio | $1,282 | $1,339 | $1,114 | $1,139 | $1,139 | $2,127 | $2,261 | $2,261 | $2,452 | $2,452
Growth 529 Portfolio $1,346 | $1,405 | $1,205 | $1,205 | $1,205 | $2,263 | $2,396 | $2,396 | $2,585 | $2,585
Growth & Income 529 Portfolio | $1,262 | $1,319 | $1,119 | $1,119 | $1,119 | $2,084 | $2,219 | $2,219 | $2,410 | $2,410
Income 529 Portfolio $1,046 | $1,242 | $1,042 | $1,042 | $1,042 | $1,796 | $2,059 | $2,059 | $2,254 | $2,254
Moderate Age-Based Asset Allocations
Newborn—8 years $1,302 | $1,359 | $1,159 | $1,159 | $1,159 | $2,169 | $2,303 | $2,303 | $2,493 | $2,493
Age 17+ years $1,182 | $1,237 | $1,037 | $1,037 | $1,037 | $1,914 | $2,048 | $2,048 | $2,243 | $2,243
Conservative Age-Based Asset Allocations
Newborn—8 years $1,262 | $1,319 | $1,119 | $1,119 | $1,119 | $2,084 | $2219 | $2219 | $2,410 | $2,410
Age 9-12 years $1222 | $1,278 | $1,078 | $1,078 | $1,078 | $1,999 | $2,134 | $2,134 | $2,327 | $2,327
Individual Portfolios
Growth:
Franklin Growth 529 Portfolio | $1,257 | $1,314 | $1,114 | $1,114 | $1,114 | $2,074 | $2,208 | $2,208 | $2,400 | $2,400
Eﬁinw‘i'h'"sig”iﬂn“féﬂfap $1,297 | $1,354 | $1,154 | $1,154 | $1,154 | $2,158 | $2,292 | $2.292 | $2.483 | $2,483

1. Assumes redemption at the end of the period.
2. Assumes no redemption at the end of the period.

3. Stable Value Actions taken beginning in July 2009 (see, “Actions with Respect to the Stable Value 529 Portfolio” under “Fees and Expenses,” above) have reduced the cost a
$10,000 Investment in Stable Value, or of particular classes of shares of Stable Value, relative to what it would be without such Stable Value Actions, and the discontinuation
of such Stable Value Actions will increase the cost a $10,000 Investment in Stable Value, or of particular classes of shares of Stable Value, relative to what it would be if such

Stable Value Actions were continued.

Please keep this supplement for future reference.
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Glossary of Terms

2001 Tax Act — the Economic Growth and Tax Relief Reconciliation Act of 2001.
Account — an account within the Plan.

Account Owner — the current owner of an account within the Plan, who may be either the person who

established the Account or a successor Account Owner.

Act — N.J.S.A. 18A:71B-35 through 46, as amended.

Beneficiary — the current individual whom the Account Owner has designated as the beneficiary of the Account.
CDSC — contingent deferred sales charge.

Code — Internal Revenue Code of 1986, as amended.

Company — collectively, Franklin Resources, Inc. and certain of its subsidiaries, including Franklin Advisers, Inc.,
Franklin Templeton Distributors, Inc. and Franklin Templeton Investor Services, LLC.

Coverdell ESA — Coverdell Education Savings Account established under Section 530 of the Code.

Cumulative Quantity Discount — lets you combine certain existing holdings of Trust Shares, and in some cases
your holdings of certain unrelated mutual fund shares, with your current purchase of Class A Trust Shares, to
determine if you qualify for a sales charge breakpoint.

Division of Investment — New Jersey Department of the Treasury, Division of Investment.

Division Investment Options — investment options for which the New Jersey Department of the Treasury,

Division of Investment serves as investment manager.

Eligible Educational Institution — defined generally as accredited post-secondary educational institutions
located in the United States offering credit toward a bachelor’s degree, an associate’s degree, a graduate level or
professional degree, or another recognized post-secondary credential; however, certain proprietary institutions
and post-secondary vocational institutions and certain institutions located in foreign countries may be Eligible
Educational Institutions. To be an Eligible Educational Institution for purposes of Section 529, the institution
must be eligible to participate in U.S. Department of Education student financial aid and student loan programs
under Title IV of the Higher Education Act of 1965, as amended.

Eligible New Jersey Higher Educational Institution — defined generally as accredited post-secondary
educational institutions located in New Jersey offering credit toward a bachelor’s degree, or an associate’s
degree. With respect to proprietary institutions, undergraduate attendance or enrollment must be in a degree

granting program licensed or approved by the New Jersey Commission on Higher Education.
FDIC — Federal Deposit Insurance Corporation.
Financial Advisors — broker-dealers or financial advisors acting pursuant to an agreement with FTDI .

Franklin Advisers — Franklin Advisers, Inc., an affiliate of Franklin Templeton Distributors, Inc., serving as the

Investment Manager for the Investment Options.

Franklin Templeton Investment Options — Investment Options for which Franklin Advisers currently serves as
Investment Manager, including the Investment Options described in this Investor Handbook.



Glossary of Terms

Franklin Templeton Investments — a group of affiliated companies owned directly or indirectly by Franklin
Resources, Inc.

FTDI — Franklin Templeton Distributors, Inc., the Program Manager.

FTIS — Franklin Templeton Investor Services, LLC, an affiliate of FTDI retained by FTDI to provide the
administrative and record-keeping services for which FTDI is responsible under the Services Agreement.

Grandfathered Accounts — certain Program Accounts established prior to the expiration or termination of the

Services Agreement.
HESAA — The New Jersey Higher Education Student Assistance Authority.

Investment Manager — an investment manager selected by HESAA for the Plan, including Franklin Advisers or
any successor as the Investment Manager.

Investment Option — the designation of a contribution received by the Trust to a particular investment

portfolio of the Trust that is managed by Franklin Templeton Investments.

Investment Policy — the applicable requirements of the investment policy established by HESAA with the
approval of the State Investment Council.

Investor Handbook — this document, including any future supplements to it, which contain information you

should know, such as certain risks, limitations, performance history and fees, before you participate in the Plan.
IRS — Internal Revenue Service.

LOI — a Letter of Intent (LOI), which is a commitment by the Account Owner that a specified dollar amount
will be invested in the Account during a 13-month period. The amount the Account Owner agrees to invest
determines the applicable initial sales charge.

Maximum Contribution Limit — the aggregate balance in all Program Accounts established on behalf of a
particular Beneficiary which may not be exceeded through additional contributions (currently $305,000).

Member of the Family (for purposes of Section 529) — a person related to the Beneficiary as follows: (i) a son
or daughter, or a descendant of either; (ii) a stepson or stepdaughter; (iii) a brother, sister, stepbrother or
stepsister; (iv) the father or mother, or an ancestor of either; (v) a stepfather or stepmother; (vi) a son or
daughter of a brother or sister; (vii) a brother or sister of the father or mother; (viii) a son-in-law, daughter-in-
law, father-in-law, mother-in-law, brother-in-law, or sister-in-law; (ix) the spouse of the Beneficiary or of any of
the other foregoing individuals; or (x) a first cousin. For purposes of the “member of the family” definition, a

child includes a legally adopted child and a brother or sister includes a brother or sister by half-blood.
NAV — net asset value.

Non-Qualified Distribution — a withdrawal of money from an Account for any purpose other than to pay the
qualified higher educational expenses of the Beneficiary at an Eligible Educational Institution.

NJBEST — the New Jersey Better Educational Savings Trust.
NJBEST Account — an account set up under the NJBEST Plan.

NJBEST Plan — NJBEST 529 College Savings Plan.



Glossary of Terms

NRMSIR — Nationally Recognized Municipal Securities Information Repository.
Plan — the Franklin Templeton 529 College Savings Plan.

Program — the New Jersey Better Educational Savings Trust (NJBEST) Program, which includes both the
Franklin Templeton 529 College Savings Plan and the NJBEST 529 College Savings Plan.

Program Accounts — Accounts within the Program.
Program Manager — FTDI or any successor as the Program Manager.
Program Record-Keeper — FTIS or any successor as the Program Record-Keeper.

Qualified Distribution — a distribution from an Account to pay the qualified higher education expenses of the
Beneficiary at an Eligible Educational Institution.

Qualified higher education expenses — (i) the costs of tuition, fees books, supplies and equipment required for
the enrollment or attendance of a Beneficiary at an Eligible Educational Institution; (ii) expenses for room and
board, within certain limits, for students attending an Eligible Educational Institution on at least a half-time
basis; (iii) certain expenses for special needs services for special needs beneficiaries incurred in connection with
such enrollment or attendance; and (iv) expenses paid or incurred in 2009 or 2010 for the purchase of any
computer technology or equipment or Internet access and related services, if such technology, equipment, or
services are to be used by the Beneficiary and the Beneficiary’s family during any of the years the Beneficiary is

enrolled at an Eligible Educational Institution.
SAI — Statement of Additional Information.

Scholarship Accounts — scholarship accounts established by governmental entities and corporations that are
described in Section 501(c)(3) of the Code.

SEC — U.S. Securities and Exchange Commission.
Section 529 — Section 529 of the Code.

Services Agreement — The College Savings Services Agreement dated January 28, 2003 between HESAA and
FTDI, as amended from time to time.

State — The State of New Jersey.

Temporary Waiver Privilege — a privilege that allows you to use all or a portion of the proceeds from the sale
of Trust Shares to buy Trust Shares within 90 days of the sale without an initial sales charge, under certain

circumstances (see “Fees and Expenses — Temporary Waiver Privilege”).

Third-Party Contributor — any person, other than the Account Owner, who makes contributions to an Account.
TIN — U.S. Taxpayer Identification Number.

Trust — the New Jersey Better Educational Savings Trust (NJBEST).

Trust Shares — municipal fund securities representing interests in the Trust.

Trust Portfolio — an investment portfolio of the Trust.



Glossary of Terms

UBTI — Unrelated Business Taxable Income as defined under the Code, which includes, among other items,

debt-financed investment income and certain income from interest rate swap and other types of investment

transactions.
UTMA/UGMA — Uniform Transfers to Minors Act/Uniform Gifts to Minors Act.

You — the current owner of an account within the Plan, who may be either the person who established the

Account or a successor Account Owner.
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Key Features

Overview of the Program

The State of New Jersey (the “State”) established the New Jersey Better Educational Savings Trust Program (the “Program”)
to allow account owners and beneficiaries under the Program to qualify for federal tax benefits as participants in a qualified
tuition program under Section 529 of the Internal Revenue Code of 1986, as amended (the “Code”). The State also provides
favorable state tax treatment for State taxpayers participating in the Program and additional non-tax benefits for State

residents participating in the Program.

The New Jersey Higher Education Student Assistance Authority (“HESAA”) is responsible for establishing and maintaining
the Program on behalf of the State. HESAA’s mission is to provide students and families with the financial and informational
resources for students to pursue their education beyond high school. Under N.J.S.A. 18A:71B-35 through 46, as amended (the
“Act”), HESAA administers the Program and is authorized to select investment managers (the “Investment Managers”),
adopt regulations and provide for the performance of other functions necessary for the operation of the Program. Program
assets are held by the New Jersey Better Educational Savings Trust (“NJBEST?). As the trustee of the Trust, HESAA has
appointed Franklin Templeton Distributors, Inc. (“FTDI”) as the current Program Manager under a College Savings Services
Agreement dated January 28, 2003 (as amended from time to time, the “Services Agreement”). FTDI, directly or through

affiliated or non-affiliated subcontractors, provides certain services for the Program.

The Program currently includes the Franklin Templeton 529 College Savings Plan (the “Plan”), which is described in this
Investor Handbook, and the NJBEST 529 College Savings Plan (“NJBEST Plan”), which is not offered under, or described in,
this Investor Handbook. For more information, see “Opening, Maintaining and Contributing to an Account — The NJBEST
Plan and Division Investment Options.” This Investor Handbook is applicable only to investors who invest in the Plan

through certain broker-dealers or financial advisors (“Financial Advisors”).

Overview of the Plan

The Plan is designed to enable New Jersey residents, as well as residents of other states, to save for qualified higher education
expenses of a beneficiary on a tax-advantaged basis. Under the Plan, you may set up one or more accounts (“Accounts”),
each for the benefit of an individual you have designated as the beneficiary of the Account (a “Beneficiary”), who then may
use those contributions to pay the expenses associated with attendance at most accredited post-secondary educational
institutions throughout the country and at certain foreign institutions. Contributions to an Account are invested by the Trust
in one or more investment portfolios of the Trust (each a “Trust Portfolio”) as designated by the owner of an Account under

the Plan (“Account Owner”).

The Investment Manager
Franklin Advisers, Inc. (“Franklin Advisers”) currently manages, either directly or through sub-advisers approved by HESAA,

the contributions received by the Trust for a particular Trust Portfolio (“Investment Options”). Currently there are multiple
different Investment Options, some of which invest in a single type of asset class, and others that follow an asset allocation
strategy. These Investment Options may be invested in mutual funds for which Franklin Advisers or its affiliates serve as
investment manager, or they may be invested in investments or mutual funds that are unaffiliated with Franklin Advisers. The
investment return on contributions to an Account will vary based on the performance of the Investment Options selected by

the Account Owner.

Franklin Templeton 529 College Savings Plan franklintempleton.com



Federal and New Jersey Income Tax Benefits

Federal income tax is deferred on Account earnings while they remain in the Account, and such earnings, when withdrawn
for qualified higher education expenses, are tax-exempt for federal income tax purposes. Neither you nor your Beneficiary
need be a New Jersey resident to participate in the Plan offered by this Investor Handbook. If you or your Beneficiary is a

New Jersey taxpayer, however, Account earnings are exempt from New Jersey state tax if withdrawn to pay for qualified higher
education expenses. If you or your Beneficiary pays state taxes in states other than New Jersey, you should evaluate whether any
state in which you or your Beneficiary pays taxes will tax any earnings withdrawn from your Account. You should also consider
whether any state in which you, any other contributor to an Account (a “Third-Party Contributor”), or your Beneficiary resides
or pays taxes offers special tax incentives or other benefits in connection with any qualified tuition program sponsored by
such state that may not be available to you, a Third-Party Contributor or your Beneficiary under the Program. You should

consider this state tax treatment and other benefits, if any, before making an investment decision.

The statements contained in this Investor Handbook summarizing provisions of the Code applicable to Accounts or to
contributions to, earnings of, or withdrawals from Accounts reflect the provisions of Section 529, proposed regulations
published by the Internal Revenue Service (“IRS”) that are expected to be revised prior to being finalized, certain notices
issued by the IRS indicating the content of final regulations the IRS intends to promulgate under Section 529 but which have

not been published as of the date of this Investor Handbook and other administrative interpretations of Section 529.

Special Gift and Estate Tax Treatment While Investing for College

The contributions you make to the Plan are treated as completed gifts for federal gift tax purposes. Annual contributions to
an Account which, when combined with other gifts made by the same taxpayer to the same Beneficiary, do not exceed
$13,000 ($26,000 for married couples making a gift-splitting election) are generally excludable for federal gift tax purposes.
Currently contributions to an Account that exceed $13,000 ($26,000 for married couples making a gift-splitting election) in
any year can be treated as if such contributions were spread evenly over a five-year period, with the result that up to
$65,000 contributed to the Account in a single year ($130,000 for married couples making a gift-splitting election) may be
excludable for federal gift tax purposes. Contributions to an Account are generally removed from the contributor’s estate
for federal estate tax purposes, subject to certain exceptions in the case of contributions that have been prorated over a five
year period for federal gift tax purposes. Please read the information under the heading “Tax Information” in this Investor

Handbook and consult your tax advisor for further information.

Control over Your Account

You decide how to allocate contributions to any one or more Investment Options offered under this Investor Handbook at the
time the contributions are made. You may reallocate the existing assets in your Account to one or more Investment Options
once each calendar year or whenever you change the Account’s Beneficiary. You authorize withdrawals from the Plan when
you’re ready to pay for tuition or other qualified higher education expenses. Earnings on Non-Qualified Distributions are

subject to federal income tax and, with certain exceptions, a penalty consisting of a 10% additional federal income tax.

You can save for an undergraduate or graduate education for a member of your immediate family, friends—or even
yourself. If the Beneficiary you’ve saved for decides not to go to college, funds can be used to educate another member of

the Beneficiary’s family.

You can contact the Plan for Account information. Account balances are normally updated after each day that the New York
Stock Exchange is open for business. The Program also sends quarterly statements with a description of the activity in your

Account and the value of your Account.

franklintempleton.com Franklin Templeton 529 College Savings Plan



Low Contribution Requirement and High Contribution Limit

Open an account with just $250—or $50 if you elect to participate in our monthly automatic investing option. The Maximum

Contribution Limit for all accounts established within the Program for the same Beneficiary is currently $305,000.

Fees and Expenses

Each of the mutual funds in which the Trust invests assets contributed under an Investment Option charges investment
management fees and other expenses. Those fees and expenses are taken into account in valuing the shares of the mutual
funds owned by the applicable Trust Portfolio, and accordingly, indirectly affect the investment return on amounts invested
under the applicable Investment Option. For the Stable Value 529 Portfolio, which currently invests significantly in mutual
fund shares wrapped by book value contracts and may invest in other financial instruments, certain investment advisory,

transactional, wrap agreement and custody fees may be assessed against the Trust Portfolio.

The Program also charges a management fee that is currently 40 basis points (0.40 percent) per annum assessed daily against
the assets of each Trust Portfolio. In addition, each Trust Portfolio offers Class A, Class B (available only to Account Owners
exchanging Class B Trust Shares in a different Trust Portfolio that were acquired prior to April 1,2012) and Class C Trust
Shares, each of which has its own sales charges and fees. Each Account is subject to an annual Account fee that is currently

$25 unless a waiver applies as described under “Fees and Expenses.”
These fees and expenses are subject to change without the consent of the Account Owners.

Please see “Fees and Expenses” below for additional information.

Opening, Maintaining and Contributing to an Account

Account Owner

Any individual who has reached the age of majority, or any corporation, trust or other entity, may establish an Account
described in this Investor Handbook provided they reside in a state or jurisdiction where Trust Shares are eligible for sale.
Contributions may continue to be made to Accounts established prior to January 1, 2011, including those established by
individuals, corporations, trusts and other entities that do not have addresses in the United States or a territory of the
United States and do not have a Financial Advisor with an address in the United States or a territory of the United States.
To establish an Account, the Account Owner must provide a U.S. Taxpayer Identification Number (“TIN”), which may be
any one of the following: a Social Security Number, an IRS Individual Taxpayer Identification Number or an Employer
Identification Number. The tax consequences associated with Accounts established by persons who do not have addresses
in the United States are not described in this Investor Handbook. If you are such a person, you should consult your tax

advisor concerning the tax consequences of an investment in the Program.

Third-Party Contributor

Any person may make contributions to an Account after the Account is opened. The Third-Party Contributor does not have

to be related to the Account Owner or Beneficiary.

Beneficiary
The Beneficiary is the person designated by the Account Owner to use the savings in the Account for qualified higher
education expenses. The Beneficiary must be an individual. The Beneficiary of an Account does not have to be a United States

citizen; however, the Beneficiary must have a TIN. The Beneficiary and the Account Owner do not have to be related.

Franklin Templeton 529 College Savings Plan franklintempleton.com



Account Owners may designate themselves as the Beneficiary. An Account Owner must open a separate Account for each
Beneficiary. An individual may be the Beneficiary of more than one Account in the Program, in which case the Maximum

Contribution Limit is applied on the basis of the aggregate balance of such Program Accounts.

Accounts Established under UTMA or UGMA

The Program permits the establishment of an Account in the name of a custodian for a minor under the Uniform Transfers to
Minors Act (“UTMA?”) or Uniform Gifts to Minors Act (“UGMA”). In order to transfer existing funds held under UTMA or
UGMA to an Account, the custodian will need to liquidate any securities in such UTMA or UGMA account (which will
require payment of taxes on any accrued gains) and transfer cash to the Account. If an Account is established for a minor
under UTMA or UGMA, the minor must remain the Beneficiary of such Account at all times notwithstanding the Account
Owner’s ability to change the Beneficiary for other types of Accounts. In addition, when the minor attains an age specified by
applicable state law, the custodian will cease to have any control over the Account and the former minor will control the
disposition of assets in the Account. Furthermore, the minor will be treated as the owner of the Account at all times, so that
any taxable distribution from the Account will be treated as income of the minor (except to the extent, if any, that applicable
law requires that such distribution be treated as income of the custodian). The treatment of an Account established under
UTMA or UGMA for federal financial aid purposes is described under “Risk Factors — Financial Aid - Federal-Financial Aid.”
You should consult a tax advisor in your state of residence, and may also wish to consult a financial aid advisor, about the
advisability of transferring UTMA/UGMA funds to an Account. The gift tax implications of establishing an Account in the

name of a custodian for a minor under UTMA or UGMA are unclear. See “Tax Information.”

Opening an Account

To open an Account, complete a Franklin Templeton 529 College Savings Account Application (or a Franklin Templeton 529
College Savings Select Account Application, as applicable) and deliver it to your Financial Advisor. Make sure you indicate
the share class you have chosen. If you do not indicate a class, your contribution will be invested in Class A shares. You must
include a check payable to “Franklin Templeton 529 College Savings Plan” in the appropriate amount (the first deposit must
be at least $50 for each Investment Option if a monthly automatic investing option is selected and no less than $250 total if

a monthly automatic investing option is not selected) with your completed application form. When you establish an Account,
you must name an individual person as the Beneficiary, unless the Account is a Scholarship Account. Other people may also
open Accounts for the same Beneficiary. After your application is processed, you will receive a confirmation that includes your
Account number. If you want to open additional Accounts and need more application forms, either photocopy the application
form, call the Plan at (866) 362-1597, download the form from franklintempleton.com or contact a Financial Advisor. Each
Account requires a separate application. By signing the application form, you agree that the Account is subject to the terms
and conditions of the Participation Agreement which is attached to this Investor Handbook as Appendix A and also to the

terms in this Investor Handbook.

Applicable Trust Share Net Asset Value

When you purchase (or sell) Trust Shares, you pay (or receive) the net asset value (“NAV”) per Trust Share plus (or minus) any
applicable sales charge. NAV for each class of Trust Shares is determined by deducting the relevant Trust Portfolio’s liabilities
allocable to such class of Trust Shares from the total Trust Portfolio assets allocable to such class, and dividing that number by
the number of Trust Shares outstanding for such class of that Trust Portfolio. Each Trust Portfolio calculates its NAV per Trust
Share of each class each business day as of the close of trading on the New York Stock Exchange, normally 4 p.m. Eastern time
(“Close of Trading”). A purchase (or sale) order for Trust Shares received by the Program Record-Keeper in good order by
Close of Trading on a business day will ordinarily be priced according to the NAV calculated for the Trust Portfolio on that
same business day. Under normal circumstances, the Trust does not calculate its NAV on days the New York Stock Exchange is

closed for trading. To the extent permitted by law, a Financial Advisor may transmit orders to the Program Record-Keeper
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through the National Securities Clearing Corporation or other electronic order clearinghouse, provided that the Financial
Advisor understands and agrees that it must receive an order for Trust Shares by the Close of Trading on a given business day

to submit the order for processing at that day’s NAV.

Contributing to an Account

Once your Account is opened, Account Owners and Third-Party Contributors may send money by check directly to the
address listed on the Account application form or send money to the applicable Financial Intermediary with instructions on
how to invest the contribution. The Plan will only accept pre-printed personal checks, cashier’s checks, bank money orders or
electronic fund transfers for Plan Account contributions. The Plan does not accept cash, credit card convenience checks, non-
bank money orders or traveler’s checks as forms of payment to purchase Trust Shares. Account Owners and Third-Party
Contributors may also choose to make regular contributions through automatic electronic transfers from their respective
bank accounts or through payroll deduction, if offered by their respective employers. Please see the Account application form

for more details on automatic electronic transfers.

Contributions, including contributions by Third-Party Contributors, are allocated to one or more of the Trust Portfolios in
accordance with instructions from the Account Owner or Financial Advisor. If the Program Manager is aware that a contribution
received has been made by a Third-Party Contributor, the Account Owner will be contacted for instructions regarding the
investment of such contribution. To establish regular contributions through automatic electronic transfers from a Third-Party
Contributor’s bank account, the Third-Party Contributor must submit a voided check along with a letter of instruction signed

by both the bank account owner and the Account Owner. Both signatures must be signature guaranteed.

The Program currently expects to determine annually an amount (the “Maximum Contribution Limit”) invested under the
Program on behalf of a Beneficiary which should not be exceeded through additional contributions. As of the date of this
Investor Handbook, the Maximum Contribution Limit is $305,000. No additional contribution may be made to your Account
if the amount of the contribution, when added to the value, at the time of the proposed contribution, of all Program Accounts
(whether or not owned by you) for the same Beneficiary, would exceed the Maximum Contribution Limit. The Program
reserves the right to change the Maximum Contribution Limit and the method of calculating the Maximum Contribution Limit

in accordance with its interpretation of federal and state law and regulations.

Until total contributions to your Account reach $1,200, a minimum of $300 per year should be contributed to keep your
Account open. Once your total contributions are at least $1,200, no additional contributions are required to maintain the
Account. If your Account fails to meet the minimum required contributions, the Program may terminate your Account
without notice and distribute to you the amounts on deposit in your Account at the time of termination. If the Program
terminates your Account under these circumstances, you may be required to pay federal and state income taxes and tax

penalties on any earnings distributed to you.

Transfers and Rollovers

Rollovers from Other Qualified Tuition Programs to the Program

You may transfer funds from an account in another qualified tuition program to an Account by requesting a “rollover
distribution,” to your Account, subject to the applicable requirements of the Code. You must provide the Program with
acceptable documentation from the prior qualified tuition program regarding the portion of any rollover distribution that

consists of a return of principal and the portion that consists of earnings.

A rollover distribution can be made without any adverse federal income tax consequences provided that it is effected by a direct
transfer from the other qualified tuition program or that, within 60 days of the date you withdraw funds from your other
qualified tuition program account, you deposit such funds in your Account. Under current law, subject to certain limitations

described in this Investor Handbook, the Beneficiary of your Account can be either: (i) the same as the beneficiary of the

‘ Franklin Templeton 529 College Savings Plan franklintempleton.com



account from which you are making the rollover distribution, if the rollover distribution does not occur within 12 months
from the date of a previous similar rollover distribution to any qualified tuition program for the benefit of the same
beneficiary; or (ii) a different individual who is a “member of the family” of the beneficiary of the account from which the
rollover distribution is made. For the definition of the term “member of the family,” see “Opening, Maintaining and

Contributing to an Account — Member of the Family.”

Contact the Program Record-Keeper or a Financial Advisor for more information about how to complete such a transfer.

A Franklin Templeton 529 College Savings Plan Rollover/Transfer Request Form is available from the Program Record-Keeper
or at franklintempleton.com. Although a rollover distribution can be made without adverse federal income tax
consequences, there may be state income tax consequences in the state(s) in which you pay state income taxes, and the
qualified tuition program from which the rollover distribution is made may assess some charges in connection with the
withdrawal. You should consult a tax advisor, and with respect to any such charges, your Financial Advisor, if you have any

questions about the consequences of a transfer between qualified tuition programs.

Transfers from Coverdell Education Savings Accounts to the Program

You may move funds from a Coverdell Education Savings Account (“Coverdell ESA”) to an Account. The Beneficiary of the
Account to which the funds are transferred must be the same as, or a “member of the family” of the beneficiary of the
Coverdell ESA from which the transfer is made, and the deposit to the Account must occur in the same tax year as the
withdrawal from the Coverdell ESA. After the amount has been moved from the Coverdell ESA to the Account, you may
change the Beneficiary of the Account as described below under “Opening, Maintaining and Contributing to an Account —
Changing a Beneficiary.” Contact the Program Record-Keeper for information about how to complete such a transfer and
documentation which must be submitted regarding the portion of such transfer to be treated as principal. Contact your tax

advisor for information about federal and state tax treatment of a transfer of funds from a Coverdell ESA to the Program.

Reinvesting Proceeds of Certain U.S. Savings Bonds in an Account

Some U.S. Savings Bonds may be redeemed and, if the proceeds are deposited into an Account, no federal income tax will be
due on some or all of the bond earnings in the year in which the bond is cashed. You may wish to consult a financial or tax
advisor to determine whether it is better to reinvest the earnings in an Account or apply them directly to the payment of
higher education expenses, if there are such expenses in the year the bond is cashed in. Contact the Program Record-Keeper

for information about documentation which must be submitted regarding the portion of such transfer to be treated as principal.

The qualified bonds are Series EE bonds issued after 1989 and Series I bonds. The owner of the bonds must have been at least
24 years of age on the date the bonds were issued. The Beneficiary of the Account must be (1) the Account Owner or Third-
Party Contributor making the contribution, (2) such person’s spouse, or (3) a qualifying dependent of such taxpayer. And, to
qualify for full or partial tax deferral, the owner of the bond must meet certain income restrictions. You should consult a tax

advisor to determine whether you qualify for the tax deferral.

To take advantage of this opportunity, the bond owner simply redeems the bonds and sends a contribution to his or her
Account for the amount of the proceeds. The bond owner needs to record certain information from the bonds that must be
reported to the IRS. The taxpayer must file an IRS Form 88135 for the tax year in which the bonds are cashed in and the

proceeds are placed in the Program Account.

Changing a Beneficiary

You can change the Beneficiary of your Account, provided that the new Beneficiary of your Account is a “member of the
family™ of the prior Beneficiary, as that term is defined in “Opening, Maintaining and Contributing to an Account — Member
of the Family.” You may not change the Beneficiary if such change would cause the aggregate account balances of all Program

Accounts for the new Beneficiary to exceed the Maximum Contribution Limit or if the Account is owned in custody for a minor.
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See “Opening, Maintaining and Contributing to an Account — Accounts Established under UTMA or UGMA.” A change in
Beneficiary may be treated as a gift from the previous Beneficiary to the new Beneficiary in certain circumstances, and therefore
may have gift tax and generation-skipping transfer tax implications. See “Tax Information — Federal Tax Treatment” for more
information. In order to change a Beneficiary, you will need to complete a Franklin Templeton 529 College Savings Plan Account

Revision Form available from the Program Record-Keeper at franklintempleton.com.

Member of the Family

Under current law, the term “member of the family” is defined as a person related to the Beneficiary as follows:

i) a son or daughter, or a descendant of either;
ii) a stepson or stepdaughter;
iii) a brother, sister, stepbrother or stepsister;

iv) the father or mother, or an ancestor of either;

vi) a son or daughter of a brother or sister;
vii) a brother or sister of the father or mother;
viii)a son-in-law, daughter-in-law, father-in-law, mother-in-law, brother-in-law, or sister-in-law;

(
(
(
(
(v) a stepfather or stepmother;
(
(
(
(ix) the spouse of the Beneficiary or of any of the other foregoing individuals; or
(

x) a first cousin.

For purposes of the “member of the family” definition, a child includes a legally adopted child and a brother or sister includes
a brother or sister by half-blood.

Change in Account Owner; Successor Account Owner

Under current Program policy, a change in the Account Owner of an Account is permitted upon completion of a Franklin
Templeton 529 College Savings Plan Account Revision Form, which includes submission of a signature guaranty from a banking
institution. This form is available from the Program Record-Keeper or at franklintempleton.com. A successor Account Owner
also can be named in the event of the Account Owner’s death. An Account Owner may designate any person to become the
Account Owner in the event of his or her death. Such designation may be made on the Account application or, subsequently, by
submitting a Franklin Templeton 529 College Savings Plan Account Revision Form available from the Program Record-Keeper
or at franklintempleton.com. If the original Account Owner dies and the designated person becomes the successor Account
Owner, the successor Account Owner may continue to make contributions to the Account, may change the Beneficiary of
the Account, may allocate Account balances and contributions among Investment Options and may make Qualified and
Non-Qualified Distributions from the Account. The successor Account Owner also would assume tax liability in the event

that he or she receives a Non-Qualified Distribution. See “Tax Information.”

Under current Program policy, if the Account Owner has not designated a person as a successor Account Owner on the
Account application or in a Franklin Templeton 529 College Savings Plan Account Revision Form (or the designated person
does not survive the Account Owner), the Beneficiary (if over 18 years old) or a trustee or guardian for the Beneficiary (if the
Beneficiary is less than 18 years old) becomes the owner of the Account. The trustee or guardian may be the trustee or
guardian, if any, named in the Account Owner’s will, a trustee or guardian appointed for such purpose by a court or executor
of the Account Owner’s estate or a parent of the Beneficiary. Once a trustee or guardian has assumed ownership of such an

Account, no further contributions to the Account will be accepted and the guardian or trustee may not change the Beneficiary.

Franklin Templeton 529 College Savings Plan franklintempleton.com



The Program’s current policy is subject to change and to the requirements of applicable state law, including any applicable
provision of an Account Owner’s will that may govern the disposition of the Account in the event the Account Owner has not

otherwise effectively designated a successor Account Owner.

The NJBEST Plan and Division Investment Options

The NJBEST Plan is made available to individuals who are, or whose Beneficiaries are, New Jersey residents and who invest
without the assistance of a Financial Advisor. Certain Investment Options are available through the NJBEST Plan without

sales charges or sales fees. An NJBEST Plan investor handbook is available through the Program Record-Keeper.

The New Jersey Department of the Treasury, Division of Investments serves as investment manager for certain other investment
options (“Division Investment Options™) that are part of the NJBEST Plan but are no longer available to new investors.
Owners of Division Investment Option Accounts and Third-Party Contributors may continue to make contributions to existing
Division Investment Option Accounts, and may contact the Franklin Templeton College Savings Plan at (866) 362-1597 for

account information.

Transfers from an NJBEST Account to an Account under the Plan

You may transfer assets from an account under the NJBEST Plan to an Account under the Plan, subject to HESAA notice
requirements and to the general rule that transfers among Investment Options can only occur once per calendar year or in
connection with a change of the Beneficiary. Assets in an Account (including any assets transferred to such Account from an
NJBEST Account invested in Division Investment Options) cannot be transferred, or transferred back, to an NJBEST Account

for investment under the Division Investment Options.

It is important to note that amounts transferred from an NJBEST Account invested under one of the Division Investment
Options to an Account invested under the Franklin Templeton Investment Options will no longer be subject to certain
provisions of the Act requiring HESAA to request State legislative appropriations to prevent owners of Program Accounts
invested in the Division Investment Options from recovering upon withdrawal less than the aggregate amount of
contributions to their Program Accounts invested in the Division Investment Options. The applicability of such provisions of
the Act to contributions made under the Division Investment Options, and their inapplicability to contributions made under
the Franklin Templeton Investment Options, should be given careful consideration by an owner of a Program Account
established in the NJBEST Plan prior to March 17, 2003 in evaluating the benefits and costs of any such transfer.

Telephone/Online Privileges

Accounts opened after the date of this Investor Handbook will automatically receive telephone/online privileges. Online
privileges allow you to view your Account information as well as to exchange Trust Shares of most Trust Portfolios (subject to
the restrictions described under “Investment Options — Changing Investment Options” below); use an electronic funds
transfer to buy Trust Shares of most Trust Portfolios; change your telephone number and/or address; make withdrawals to the
address of record or pre-authorized address on file; and change or delete your automatic investment plan via the Internet.
Telephone privileges allow you to conduct a number of transactions by phone, including: exchange Trust Shares of most Trust
Portfolios (subject to the restrictions described under “Investment Options — Changing Investment Options” below); use
electronic funds transfer to buy Trust Shares of most Trust Portfolios; change your telephone number and/or address; make

withdrawals to the address of record or pre-authorized address on file and change or delete your automatic investment plan.

To view your Account information online, you will first need to register for these services at the franklintempleton.com
website. You will be asked to accept the terms of the applicable online agreement(s) and acquire a personal identification

number for online services.
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As long as the Program Manager follows reasonable security procedures and acts on instructions it reasonably believes are
genuine, neither the Program nor any contractor or subcontractor of the Program will be responsible for any losses that may
occur from unauthorized requests. The Program Manager will request passwords or other information, and also may record
calls. To help safeguard your Account, keep your password confidential, and verify the accuracy of your confirmation
statements immediately after you receive them. Contact the Program Manager immediately if you believe someone has obtained
unauthorized access to your Account or password. For Account information viewed over the Internet, the use of an Internet
browser with 128-bit encryption is reccommended. Certain methods of contacting the Program or Program Manager (such as by
phone or by Internet) may be unavailable or delayed during periods of unusual market activity. Of course, you can decline
telephone/online privileges on your Account application. If you have telephone/online privileges on your Account and want to
discontinue them, please contact the Program Manager for instructions. You may reinstate these privileges at any time in

writing, including online registration with respect to online privileges.

Legal Restrictions and Protections on Use of Accounts

Neither the Account Owner nor the Beneficiary may use an Account as security for a loan.

Under New Jersey law, Accounts are exempt from claims of creditors and are excluded from an estate in bankruptcy except in
cases of fraudulent conveyance, claims under an order for child or spousal support or of an alternate payee under a qualified
domestic relations order, or punitive damages awarded in a civil action arising from manslaughter or murder. Please note that,
depending on the circumstances, the laws of states other than New Jersey may determine the rights of creditors in a

bankruptcy involving a Program Account.

Federal bankruptcy laws exempt from an Account Owner’s creditors in a bankruptcy proceeding certain funds contributed to
an account under a Section 529 qualified tuition program. The exemption protects (i) up to $5,000 transferred to an Account
at least 365 days and within 720 days before the bankruptcy filing, and (ii) all transfers made more than 720 days before the
bankruptey filing, provided in both cases that the Beneficiary of the Account during the tax year in which the contribution

was made was a child, stepchild, grandchild or stepgrandchild of the Account Owner.

Community Property Laws

If you are a resident of any state that has community property laws and you are concerned about the application of those
laws to contributions, withdrawals and ownership of Accounts, you should consult a legal advisor. Community property
issues such as limitations on gifts of community property and ownership of community property upon death or dissolution of

marriage are beyond the scope of this Investor Handbook.

Withdrawals

Only the Account Owner may request withdrawals from an Account. A withdrawal from your Account will have different tax
consequences depending on whether it is (1) a distribution to pay the qualified higher education expenses of the Beneficiary at
an Eligible Educational Institution, (2) a distribution on account of death or permanent disability of, or qualified scholarship
awarded to, the Beneficiary, (3) a Rollover Distribution or (4) a distribution for any other purpose. A distribution of the
type described in clause (1) of the prior sentence is sometimes referred to in this Handbook as a “Qualified Distribution”
and a distribution of the type described in clauses (2), (3) or (4) of the prior sentence is sometimes referred to in this Investor
Handbook as a “Non-Qualified Distribution.” Each type of withdrawal is discussed below. You may request a withdrawal
from your Account by completing a Franklin Templeton 529 College Savings Plan Withdrawal Form (available at
franklintempleton.com) and submitting it to the Program Record-Keeper. You may also request a withdrawal over the phone

or on franklintempleton.com as long as the withdrawal is sent to the address of record or a pre-authorized address on file.
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Currently, you are not required to submit proof to the Program of the type of withdrawal you are making, and the
Program is not required to report the type of withdrawal to tax authorities. The Program is required to report on Form
1099-Q the amount of earnings and return of contribution distributed from a Program Account. For this purpose, all
Program Accounts with the same Account Owner for the same Beneficiary are currently treated as a single Program
Account upon any withdrawal, and the earnings component of any withdrawal from any such Program Account will be
reported to the IRS, in accordance with the tax methodology required by the Code, on the basis of all earnings in all such

Program Accounts, irrespective of which Program Account you select for the particular withdrawal.

It will be the Account Owner’s or Beneficiary’s responsibility, as applicable, to substantiate upon request by the IRS or
state tax authorities a distribution that has been treated on a tax return as a Qualified Distribution, a distribution on
account of death or permanent disability of, or qualified scholarship awarded to, the Beneficiary, or a Rollover
Distribution. Accordingly, the Account Owner should maintain records and documentation substantiating the purpose to
which the distribution was actually applied. A summary description of certain types of documentation that currently may
be required is provided below for informational purposes only, but you should be aware that such requirements are subject
to change and that you are responsible for determining the current applicable requirements in accordance with federal or

state tax regulations and policies.

After a withdrawal is requested by the Account Owner, it generally will be processed and disbursed within seven days after

we receive your request in proper form. The Program may require you to submit a separate request for each distribution.

Selling Recently Purchased Shares

If you sell Trust Shares recently purchased, the Program may delay sending you the proceeds until your check, draft or
wire/electronic funds transfer has cleared, which may take seven business days or more. A certified or cashier’s check may

clear in less time.

Qualified Distributions

A “Qualified Distribution” is a distribution that is used to pay the qualified higher education expenses of the Beneficiary at an
Eligible Educational Institution. Distributions are treated as “Qualified Distributions” to the extent the amount of such
distributions in a tax year does not exceed the amount of qualified higher education expenses of the Beneficiary at an Eligible

Educational Institution paid in the applicable tax year. See “Tax Information — Federal Tax Treatment” for more information.

To establish, if required, that a distribution qualifies as a Qualified Distribution for tax purposes, it is advisable that you
maintain records of the Eligible Educational Institution attended by the Beneficiary, the dates of attendance and the amount

and type of qualified higher education expenses paid (including bills, receipts or other documentation of the expenses paid).

Non-Qualified Distributions

The federal tax treatment of Non-Qualified Distributions depends on the circumstances of the withdrawal. See “Tax
Information — Federal Tax Treatment.” In general, the earnings portion of distributions on account of the death or permanent
disability of, or receipt of a qualified scholarship by, the Beneficiary is subject to federal income taxes, but not to any
additional federal income tax. Rollover Distributions are not subject to any federal income taxes. The earnings portion of a

Non-Qualified Distribution for any other purpose is subject to federal income taxes and to a 10% additional federal income tax.
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Distributions on Account of Death or Permanent Disability of, or Qualified Scholarship Awarded to, the Beneficiary

Under current federal tax law, a distribution on account of the Beneficiary’s death is included in the estate of the Beneficiary
and, if actually received by the estate, the portion of such distribution deemed to constitute earnings will be subject to federal
income tax but not to the 10% additional federal income tax. If received by the Account Owner, though, the portion of such
distribution deemed to constitute earnings will be subject to federal income tax and the 10% additional federal income tax.
However, the Account Owner may be able to change the Beneficiary to another “member of the family” instead of requesting
a distribution in such circumstances. To establish, if required, that a distribution qualifies as a distribution on account of the
death of the Beneficiary, it is advisable that the Account Owner maintain a certified death certificate containing the name and
Social Security Number or IRS Individual Taxpayer Identification Number (“TIN”) of the Beneficiary or other appropriate
proof of death.

A distribution qualifies as a distribution on account of the permanent disability of the Beneficiary if at the time it is made the
Beneficiary is unable to engage in any substantial gainful activity by reason of a medically determinable physical or mental
impairment which can be expected to result in death or to be of long-continued and indefinite duration. To be able to establish,
if required, that a distribution so qualifies, it is advisable that the Account Owner obtains and maintains a certification to such

effect from a doctor of medicine or osteopathy who is legally authorized to practice in a state of the United States.

The amount of the withdrawal from an Account treated as a distribution on account of a qualified scholarship cannot exceed
the amount of the qualified scholarship received by the Beneficiary. To be able to establish, if required, that a distribution
should be treated as a distribution on account of a qualified scholarship, it is advisable that the Account Owner obtain and
maintain a letter from the grantor of the scholarship or from the Eligible Educational Institution receiving or administering
the scholarship that: (i) identifies the Beneficiary by name and Social Security Number or IRS TIN as the recipient; (ii) states
the amount of the qualified scholarship; (iii) indicates the period of time or number of credits or units to which the
scholarship applies or the date of the grant; and (iv) if applicable, identifies the Eligible Educational Institution to which the

qualified scholarship is to be applied. See “Tax Information — Federal Tax Treatment” for more information.

Rollover Distributions

“Rollover Distributions” are not subject to federal income taxation. A “Rollover Distribution” from your Program Account
includes any of the following: (i) within 60 days of a withdrawal you transfer the funds withdrawn from your Program
Account to another Program Account; (ii) within 60 days of your withdrawal of funds from your Program Account you
transfer such funds to an account established in another qualified tuition program; or (iii) you direct the Program to transfer
funds directly from your Program Account to such other Program Account or other qualified tuition program account.
HESAA regulations currently permit HESAA to charge a fee of up to $75 with respect to Rollover Distributions from
Program Accounts to other qualified tuition programs. HESAA has not, as of this date, charged such a fee, but reserves the
right to do so without prior notice at any time. In the case of a Rollover Distribution from a Program Account to another
qualified tuition program account or vice versa, the Beneficiary can remain unchanged if, at the time of such transfer, at least
12 months have elapsed since the last similar Rollover Distribution to any qualified tuition program for the benefit of the
same Beneficiary. Otherwise, the Beneficiary of the Account receiving the Rollover Distribution must be a different individual
from the Beneficiary of the Program Account from which the Rollover Distribution is made, and must be a “member of the
family” of the Beneficiary of the Program Account from which the Rollover Distribution is made. For the definition of the
term “member of the family,” see “Opening, Maintaining and Contributing to an Account — Member of the Family.” In
addition, a Rollover Distribution is currently treated for federal tax purposes as a gift from the previous Beneficiary to the
new Beneficiary in certain circumstances, and therefore may have gift tax and generation-skipping transfer tax implications.

See “Tax Information — Federal Tax Treatment.”
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Distributions for Any Other Reason

The earnings component of a distribution for any purpose other than those described above will be subject to federal income
tax as income of the distributee and to the 10% additional federal income tax. See “Tax Information — Federal Tax

Treatment” for more information.

If All the Plan Assets Are Not Used for the Beneficiary’s College Costs

If all of the assets in the Account are not used for the Beneficiary’s undergraduate qualified higher education expenses, you have
several options. First, you can use the funds for the Beneficiary’s graduate or professional school expenses. Second, you may
designate a new Beneficiary who is a member of the family of the existing Beneficiary. Third, you may close the Account and
withdraw all of the funds, although that will be less advantageous because the withdrawal will constitute a Non-Qualified
Distribution, the earnings portion of which generally is subject to federal income tax as well as the 10% additional federal

income tax or penalty. Finally, you may leave the Account open until you determine the best course of action.

Applicability of Contingent Deferred Sales Charges to Distributions

The contingent deferred sales charge imposed on withdrawals of amounts invested in an Account in Class A, Class B or Class C
during the periods described under “Fees and Expenses — Class A,” “Fees and Expenses — Class B” and “Fees and Expenses —
Class C” will be assessed in the case of all distributions except as noted in each of those sections. This is the case for Qualified
Distributions, Non-Qualified Distributions (except as noted in those sections) and Rollover Distributions, unless the Rollover
Distribution is a direct transfer to another Account invested in the same class of Trust Shares as the Account from which the

distribution was made.

Investment Options

You may choose among the objective-based asset allocations, age-based asset allocations and individual portfolios described
below. The contributions to your Plan Account are invested in “municipal fund securities” (also referred to as “Trust Shares”),
which represent interests in specific Trust Portfolios of the Trust. The Trust Portfolios are not registered mutual funds and are
not sponsored by Franklin Templeton Investments. Based on the Investment Option(s) you select at the time a contribution is
made, the Trust invests your contributions in one or more Trust Portfolios. The assets of the Trust Portfolios are then invested
in mutual fund shares or other investments, in accordance with the investment policy established by HESAA with the approval

of the State Investment Council ( “Investment Policy”), as it applies to such Investment Option(s).

e Type 1 Investment Options: Objective-Based Asset Allocations

Founding Funds 529 Portfolio
Corefolio® 529 Portfolio
Growth 529 Portfolio

Growth & Income 529 Portfolio

Income 529 Portfolio
* Type 2 Investment Options: Age-Based Asset Allocations (Conservative, Growth and Moderate)

Newborn — 8 Years 529 Portfolio
Age 9 — 12 Years 529 Portfolio
Age 13 - 16 Years 529 Portfolio
Age 17+ Years 529 Portfolio
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¢ Type 3 Investment Options: Individual Portfolios

Templeton Growth 529 Portfolio

Franklin Growth 529 Portfolio

Franklin Small-Mid Cap Growth 529 Portfolio
Mutual Shares 529 Portfolio

S&P 500 Index 529 Portfolio

Franklin Income 529 Portfolio

Stable Value 529 Portfolio

Contributions to an Account do not result in direct ownership by the Account Owner of zshares of any Franklin
Templeton Investments mutual fund or other mutual fund. The Trust Shares are not registered with the U.S. Securities and
Exchange Commission (“SEC”) or any state, nor are the Trust, the Program, the Plan or any of the Investment Options
registered as investment companies with the SEC or any state. The Trust and Franklin Advisers or its successor (the
“Investment Manager”) may from time to time change the mutual funds or other investments in which contributions
under an Investment Option are invested. Additional Investment Options may be added in the future, and existing
Investment Options may be changed, eliminated or consolidated in the future, all as determined in accordance with the
then-current Investment Policy. The investment of Trust Portfolio assets will be reviewed, and may be adjusted, from time to
time in accordance with the Investment Policy. The consent of Account Owners, Third-Party Contributors or Beneficiaries to

any such change, addition, elimination or consolidation of Investment Options is not required.

Type 1 Investment Options: Objective-Based Asset Allocations

These Investment Options allow your assets to be invested according to the amount of investment risk you’re comfortable
taking and the return characteristics you prefer. You may choose from among five Trust Portfolios, with objectives ranging

from aggressive to conservative.

The chart below the descriptions of each Trust Portfolio identifies the asset allocation targets and ranges within each Trust
Portfolio under the current Investment Policy, and the asset classes and mutual funds in which each Trust Portfolio is currently
invested. The asset allocations, the asset allocations within the ranges and the investments of each Trust Portfolio’s assets will

be reviewed, and may be adjusted from time to time in accordance with the Investment Policy.

Founding Funds 529 Portfolio

This allocation is designed for investors with a longer investment time horizon and/or a higher tolerance for risk. Contributions
received by the Trust under the Founding Funds 529 Investment Option are invested by the Trust in the Founding Funds 529
Portfolio. Assets of this Trust Portfolio are currently invested in relatively equal allocations in three mutual funds that invest in
stocks and bonds in the U.S. and abroad, among other investment assets. The Founding Funds 529 Portfolio’s allocation is
monitored and rebalanced to adapt to market movements. This rebalancing feature helps maintain equal exposure to three

distinct investment strategies in any market environment.

Corefolio® 529 Portfolio

This allocation is also designed for investors with a longer investment time horizon and/or a higher tolerance for risk.
Contributions received by the Trust under the Corefolio 529 Investment Option are invested by the Trust in the Corefolio
529 Portfolio. Assets of this Trust Portfolio will be invested in approximately equal allocations to four mutual funds that
invest in stocks and bonds in the U.S. and abroad. The Corefolio 529 Portfolio’s allocation is monitored and rebalanced to
adapt to market movements. This rebalancing feature helps maintain equal exposure to four distinct investment strategies in

any market environment.
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Growth 529 Portfolio

This allocation is also designed for investors with a longer investment time horizon and/or a higher tolerance for risk.
Contributions received by the Trust under the Growth Investment Option are invested by the Trust in the Growth 529 Portfolio.
The Growth 529 Portfolio seeks capital appreciation. Contributions designating the Growth 529 Portfolio will be invested in

mutual funds that invest in domestic equity securities and international equity securities, among other investment assets.

Growth & Income 529 Porifolio

This allocation is designed for investors with a longer-to-medium investment time horizon and/or a moderate tolerance for
risk. Contributions received by the Trust under the Growth & Income 529 Investment Option are invested by the Trust in the
Growth & Income 529 Portfolio. The Growth & Income 529 Portfolio seeks capital appreciation and current income
consistent with the preservation of capital. Assets of the Growth & Income 529 Portfolio are currently invested in mutual
funds that invest in domestic equity securities, international equity securities, fixed income securities and cash equivalents,

among other investment assets.

Income 529 Portfolio

This allocation is designed for investors with a shorter-to-medium investment time horizon and/or a lower tolerance for risk.
Contributions received by the Trust under the Income Option are invested by the Trust in the Income 529 Portfolio. The
Income 529 Portfolio seeks current income consistent with the preservation of capital. Assets of the Income 529 Portfolio will

be invested in mutual funds that invest in fixed income securities and cash equivalents, among other investment assets.

Founding Funds Corefolio® Growth Growth & Income Income
Asset Class Mutual Fund 529 Portfolio 529 Portfolio 529 Portfolio 529 Portfolio 529 Portfolio
U.S. Equity Franklin Small-Mid Cap Growth 0.00% 0.00% 25.00% 12.50% 0.00%
Mutual Shares 33.33% 25.00% 20.00% 10.00% 0.00%
Franklin Growth 0.00% 25.00% 0.00% 0.00% 0.00%
Franklin Flex Cap Growth 0.00% 25.00% 25.00% 12.50% 0.00%
Int’l Equity Mutual European 0.00% 0.00% 15.00% 7.50% 0.00%
Templeton Foreign 0.00% 0.00% 15.00% 7.50% 0.00%
Global Equity Templeton Growth 33.33% 25.00% 0.00% 0.00% 0.00%
Fixed Income Franklin Strategic Income 0.00% 0.00% 0.00% 10.00% 20.00%
Franklin Total Return 0.00% 0.00% 0.00% 10.00% 20.00%
Franklin U.S. Government 0.00% 0.00% 0.00% 20.00% 40.00%
Franklin Income 33.33% 0.00% 0.00% 0.00% 0.00%
Money Market Money Market Portfolio 0.00% 0.00% 0.00% 10.00% 20.00%
Total 100.00% 100.00% 100.00% 100.00% 100.00%
Allocation Range
Total Equity 80— 100% 80— 100% 80— 100% 40-60% 0-20%
Total Income 0-20% 0-20% 0-20% 40-60% 80— 100%

Type 2 Investment Options: Age-Based Asset Allocations
You may choose between Age-Based Growth, Moderate and Conservative Asset Allocations and may allocate contributions
among such Age-Based Asset Allocations (i.e., you may invest in more than one such Age-Based Asset Allocation for a Beneficiary).
FEach Age-Based Asset Allocation (Growth, Moderate or Conservative) is made up of Age-Based Investment Portfolios that

customize their investments in combinations of mutual funds based in part on the age of the Beneficiary (see tables below).
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Each Age-Based Growth Investment 529 Portfolio has an investment strategy designed for higher potential return, with
greater investment risk, than the investment strategy of the Age-Based Moderate Investment 529 Portfolio or Age-Based
Conservative Investment 529 Portfolio corresponding to the same Beneficiary ages. Each Age-Based Moderate Investment
529 Portfolio has an investment strategy designed for potential return, and investment risk, that is less than that of the
investment strategy of the Age-Based Growth Investment 529 Portfolio corresponding to the same Beneficiary ages, but
more than that of the investment strategy of the Age-Based Conservative Investment 529 Portfolio corresponding to the
same Beneficiary ages. Each Age-Based Conservative Investment 529 Portfolio has an investment strategy designed for lower
investment risk and potential return than the investment strategy of either the Age-Based Growth Investment 529 Portfolio
or Age-Based Moderate Investment 529 Portfolio corresponding to the same Beneficiary ages. The absolute and relative
levels of risk or return of any Age-Based Investment 529 Portfolio or of any Age-Based Asset Allocation (Growth, Moderate
or Conservative) may vary over different periods of time and may deviate from the intended levels; an Age-Based Investment
529 Portfolio or Age-Based Asset Allocation may not achieve its risk or return goals and its risk and performance in relation

to other Age-Based Investment 529 Portfolios and Age-Based Asset Allocations may not be as intended.

Although there can be no assurance as to investment results, the Age-Based Investment 529 Portfolios are designed with the
intent that portfolios corresponding to Beneficiary ages closer to college age have less investment risk than portfolios within
the same Age-Based Asset Allocation (Growth, Moderate or Conservative) corresponding to Beneficiary ages farther from
college age. Accordingly, the potential return of Age-Based Investment 529 Portfolios likewise decreases as the Beneficiary

approaches college age.

When the Account is established, the investments will be placed in Age-Based Asset Allocations (Growth, Moderate or
Conservative) you select and within each such allocation will be placed in the Age-Based Investment 529 Portfolio that
corresponds to the age of the Beneficiary (as reported on the completed application form) on the day the Account is
established. A contribution or reallocation to an Age-Based Investment 529 Portfolio that does not correspond to the
Beneficiary’s age is not permissible under the Plan. Over time, the amount originally invested for a Beneficiary in an Age-
Based Investment 529 Portfolio, together with any subsequent contributions for such Beneficiary in the Age-Based
Investment 529 Portfolio are, as part of a collective transfer of investments for similarly situated Beneficiaries, periodically
transferred to the next Age-Based Investment 529 Portfolio (within the same Age-Based Asset Allocation (Growth,
Moderate or Conservative)) corresponding to the age of each Beneficiary at the time of such transfer (see chart below for
the different Age-Based Investment 529 Portfolios). All accounts in an Age-Based Investment 529 Portfolio with a
Beneficiary that has entered a new age bracket as of the transfer date are transferred at approximately the same time,
currently once each year (an “Age-Based Portfolio Transfer”). Because Age-Based Portfolio Transfers are periodic, the
investment for a Beneficiary in an Age-Based Investment 529 Portfolio may remain invested in that portfolio after the time
the Beneficiary reaches the age qualifying for the next Age-Based Investment 529 Portfolio, until the time of the next Age-
Based Portfolio Transfer. Thus, for example, the investment for a Beneficiary who reaches his or her ninth birthday will
not be transferred from the Newborn-8 Years 529 Portfolio to the Age 9-12 Years 529 Portfolio until the date of the Age-
Based Portfolio Transfer following his or her ninth birthday.

If the Beneficiary has attained the age necessary to qualify for the next Age-Based Investment 529 Portfolio but an Age-Based
Portfolio Transfer that would transfer the investment for the Beneficiary into that portfolio has not yet taken place, you can
reallocate the investments for that Beneficiary into that Age-Based Investment 529 Portfolio yourself, however such reallocation

will count as the one reallocation permitted per calendar year (see the section titled “Changing Investment Options” below).

Age-Based Portfolio Transfers currently take place approximately once every three months. The timing and frequency of Age-
Based Portfolio Transfers are subject to change. For current information about Age-Based Portfolio Transfers, contact
Franklin Templeton Investments at (866) 362-1597.
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The Trust Portfolios are invested in mutual funds that invest in domestic equity securities, international equity securities, fixed

income securities and cash equivalents, as described below. The charts below identify Trust Portfolios constituting the Age-Based

Growth, Moderate and Conservative Asset Allocations, the asset allocation targets and ranges within each such Trust Portfolio

under the current Investment Policy, and the asset classes and mutual funds in which such Trust Portfolios are currently

invested. The asset allocation ranges, the asset allocations within the ranges and the investments of portfolio assets will be

reviewed, and may be adjusted, from time to time in accordance with the Investment Policy.

The Age-Based Investment Options are portfolios of the Trust, and are not registered mutual funds or mutual funds

sponsored by the Franklin Templeton organization.

Age-Based Growth Asset Allocations
(including range of variability within each Asset Class under Investment Policy)
Growth Growth Growth Growth
Asset Class Mutual Funds Newborn — 8 years Age 9 - 12 years Age 13 — 16 years Age 17+ years
U.S. Equity Franklin Small-Mid Cap Growth 25.00% 18.75% 12.50% 6.25%
Mutual Shares 20.00% 15.00% 10.00% 5.00%
Franklin Flex Cap Growth 25.00% 18.75% 12.50% 6.25%
(range of variability) (+/-5.00%) (+/-5.00%) (+/-5.00%) (+/-5.00%)
Int'l Equity Mutual European 15.00% 11.25% 7.50% 3.75%
Templeton Foreign 15.00% 11.25% 7.50% 3.75%
(range of variability) (+/-5.00%) (+/-5.00%) (+/-5.00%) (+/-5.00%)
Fixed Income Franklin Strategic Income 0.00% 5.00% 10.00% 15.00%
Franklin Total Return 0.00% 5.00% 10.00% 15.00%
Franklin U.S. Government 0.00% 10.00% 20.00% 30.00%
(range of variability) (+5.00%) (+/-5.00%) (+/-5.00%) (+/-5.00%)
Money Market Money Market Portfolio 0.00% 5.00% 10.00% 15.00%
(range of variability) (+5.00%) (+/-5.00%) (+/-5.00%) (+/-5.00%)
Total 100.00% 100.00% 100.00% 100.00%
Age-Based Moderate Asset Allocations
(including range of variability within each Asset Class under Investment Policy)
Moderate Moderate Moderate Moderate
Asset Class Mutual Funds Newhorn — 8 years Age 9 - 12 years Age 13 — 16 years Age 17+ years
U.S. Equity Franklin Small-Mid Cap Growth 18.75% 12.50% 6.25% 0.00%
Mutual Shares 15.00% 10.00% 5.00% 0.00%
Franklin Flex Cap Growth 18.75% 12.50% 6.25% 0.00%
(range of variability) (+/-5.00%) (+/-5.00%) (+/-5.00%) (+/-5.00%)
Int’l Equity Mutual European 11.25% 7.50% 3.75% 0.00%
Templeton Foreign 11.25% 7.50% 3.75% 0.00%
(range of variability) (+/-5.00%) (+/-5.00%) (+/-5.00%) (+/-5.00%)
Fixed Income Franklin Strategic Income 5.00% 10.00% 15.00% 20.00%
Franklin Total Return 5.00% 10.00% 15.00% 20.00%
Franklin U.S. Government 10.00% 20.00% 30.00% 40.00%
(range of variability) (+5.00%) (+/-5.00%) (+/-5.00%) (+/-5.00%)
Money Market Money Market Portfolio 5.00% 10.00% 15.00% 20.00%
(range of variability) (+5.00%) (+/-5.00%) (+/-5.00%) (+/-5.00%)
Total 100.00% 100.00% 100.00% 100.00%

franklintempleton.com

Franklin Templeton 529 College Savings Plan

16



Age-Based Conservative Asset Allocations
(including range of variability within each Asset Class under Investment Policy)
Conservative Conservative Conservative Conservative
Asset Class Mutual Funds Newhorn — 8 years Age 9 - 12 years Age 13 — 16 years Age 17+ years
U.S. Equity Franklin Small-Mid Cap Growth 12.50% 6.25% 0.00% 0.00%
Mutual Shares 10.00% 5.00% 0.00% 0.00%
Franklin Flex Cap Growth 12.50% 6.25% 0.00% 0.00%
(+/-5.00%) (+/-5.00%) (+/-5.00%) (+/-5.00%)
Int’l Equity Mutual European 7.50% 3.75% 0.00% 0.00%
Templeton Foreign 7.50% 3.75% 0.00% 0.00%
(+/-5.00%) (+/-5.00%) (+/-5.00%) (+/-5.00%)
Fixed Income Franklin Strategic Income 10.00% 15.00% 20.00% 10.00%
Franklin Total Return 10.00% 15.00% 20.00% 10.00%
Franklin U.S. Government 20.00% 30.00% 40.00% 20.00%
(+5.00%) (+/-5.00%) (+/-5.00%) (+/-5.00%)
Money Market Money Market Portfolio 10.00% 15.00% 20.00% 60.00%
(+5.00%) (+/-5.00%) (+/-5.00%) (+/-5.00%)
Total 100.00% 100.00% 100.00% 100.00%

Type 3 Investment Options: Individual Portfolios

If you prefer, you also have the option of working with your Financial Advisor to select one or more Investment Options. By
directing that your contributions be allocated among two or more of such Investment Options, you can create an asset
allocation mix to suit your particular college investing needs. The asset allocation and the investments of all of the Trust

Portfolios described below will be reviewed, and may be adjusted, from time to time in accordance with the Investment Policy.

International Equity
Templeton Growth 529 Portfolio

Contributions received by the Trust under the Templeton Growth 529 Investment Option are invested by the Trust in the
Templeton Growth 529 Portfolio. The Templeton Growth 529 Portfolio seeks long-term capital growth. Assets of the
Templeton Growth 529 Portfolio are normally invested in a mutual fund that is normally invested in equity securities of
companies located anywhere in the world, including emerging markets, as well as, among other things, convertible securities,

depository receipts and debt securities of companies and governments located anywhere in the world.

Domestic Equity
Franklin Growth 529 Portfolio

Contributions received by the Trust under the Franklin Growth 529 Investment Option (formerly called the Franklin Capital
Growth 529 Portfolio) are invested by the Trust in the Franklin Growth 529 Portfolio, which seeks capital appreciation.
Assets of the Franklin Growth 529 Portfolio are normally invested in a mutual fund that normally invests substantially in the
equity securities of U.S.-based large and medium market capitalization companies, and may invest up to 40% of its assets in
smaller companies, up to 40% of its assets in foreign securities, up to 10% of its assets in non-U.S. dollar denominated

securities and, among other things, in convertible securities.
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Franklin Small-Mid Cap Growth 529 Portfolio

Contributions received by the Trust under the Franklin Small-Mid Cap Growth 529 Investment Option are invested by the Trust
in the Franklin Small-Mid Cap Growth 529 Portfolio. The Franklin Small-Mid Cap Growth 529 Portfolio seeks long-term
capital growth. Assets of the Franklin Small-Mid Cap Growth 529 Portfolio are normally invested in a mutual fund that is
normally invested primarily in domestic equity securities of small capitalization and mid capitalization companies and that may

invest, among other things, up to 10% of its total assets in foreign securities, including those of developing or emerging markets.

Mutual Shares 529 Portfolio

Contributions received by the Trust under the Mutual Shares 529 Investment Option are invested by the Trust in the Mutual
Shares 529 Portfolio. The Mutual Shares 529 Portfolio seeks primarily capital appreciation and secondarily income. Assets of
the Mutual Shares 529 Portfolio are normally invested in a mutual fund that is normally invested primarily in securities that the
fund manager believes are available at market prices lower than their value based on certain recognized or objective criteria and

that may invest, among other things, up to 35% of its assets in foreign securities and use various derivative instruments.

Index Style
S&P 500 Index 529 Portfolio

Contributions received by the Trust under the S&P 500 Index 529 Investment Option are normally invested by the Trust in the
S&P 500 Index 529 Portfolio. The S&P 500 Index 529 Portfolio seeks to replicate the performance of the Standard & Poor’s
500 Index, before fees and expenses. Assets of the S&P 500 Index 529 Portfolio are normally invested in a mutual fund that is
invested in a manner that seeks investment results that correspond to the aggregate price and dividend performance of securities
in the Standard & Poor’s 500 Index, before fees and expenses. The mutual fund in which the S&P 500 Index 529 Portfolio is
currently invested, the JPMorgan Equity Index Fund, is managed by JPMorgan Investment Advisors, Inc. See “Appendix C —
Description of Mutual Funds in Which Trust Portfolio Assets May Be Invested — JPMorgan Equity Index Fund.”

Income
Franklin Income 529 Portfolio

Contributions received by the Trust under the Franklin Income 529 Investment Option are normally invested by the Trust in the
Franklin Income 529 Portfolio. The Franklin Income 529 Portfolio seeks to maximize income while maintaining prospects for
capital appreciation. Assets of the Franklin Income 529 Portfolio are normally invested in a mutual fund that may invest in debt
and equity securities and may, among other things, invest in convertible securities, invest up to 25% of its assets in foreign

securities, invest in equity linked notes and various derivative instruments, and invest all of its assets in lower-rated debt securities.

Short-term Investments
Stable Value 529 Portfolio

Contributions received by the Trust under the Stable Value Investment Option are invested by the Trust in the Stable Value
529 Portfolio. The Stable Value 529 Portfolio’s investment goal is current income that is relatively consistent over time,
consistent with the preservation of principal. Although the Stable Value 529 Portfolio may invest directly in investment
contracts and other securities, it currently invests significantly in the Franklin Limited Maturity U.S. Government Securities
Fund. To assist the stability of the principal value of its investments, “wrapper agreements” are purchased for the portfolio
from financial institutions such as banks and insurance companies. Under certain circumstances, wrapper agreements obligate
wrap providers or the Stable Value 529 Portfolio to make certain payments to each other to offset changes in the market values
of some or all of the Stable Value 529 Portfolio’s assets. In addition, wrapper agreements provide for a monthly “crediting
interest rate” which is used in determining the “contract value” of the Stable Value 529 Portfolio’s investments covered under
the wrapper agreements (“wrapped portfolio”). Contract value represents the cost basis (or book value) of the wrapped

portfolio plus accumulated credited interest. The NAV available to investors of the Stable Value 529 Portfolio is determined
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daily based on contract value of the wrapped portfolio. The Stable Value 529 Portfolio’s investment sub-advisor performs credit
research on, and sets credit standards for, wrap providers. The Stable Value 529 Portfolio may also make investments that are
not the subject of wrapper agreements. The Stable Value 529 Portfolio may use futures and options as a hedging strategy to
offset investment risk and may have all or part of its assets invested in high quality money market instruments, mutual funds,
and other collective investment trusts. Although the Stable Value 529 Portfolio seeks to preserve the value of its investments,

there is no assurance that the Stable Value 529 Portfolio will not lose money during any particular period.

Dwight Asset Management Company (“Dwight”) is currently serving as a sub-advisor to the Investment Manager for the
Investment Option with respect to the investment of the Stable Value 529 Portfolio. Dwight is a registered investment advisor
specializing in fixed income and stable value investment strategies. Dwight manages assets for insurance companies and
institutional defined contribution, deferred compensation and defined benefits plans on behalf of corporations, financial

institutions, governments, and Taft-Hartley plans.

Changing Investment Options

You, the Account Owner, may allocate contributions to any one or more of the Investment Options offered under this
Investor Handbook at the time the contributions are made. Although Account Owners may select among Investment Options
for contributions made to Accounts, and may vary the Investment Options selected in connection with each contribution,
under federal law neither Account Owners nor Beneficiaries may exercise any investment discretion, directly or indirectly,
over contributions to an Account or any earnings on contributions. Accordingly, once made, contributions and any earnings
thereon in all Accounts with the same Account Owner for a particular Beneficiary may only be transferred to another

Investment Option once per calendar year or in connection with a change of Beneficiary.

Investment Policy

The Trust Portfolio corresponding to each Investment Option must be invested in accordance with the Investment Policy,
which is subject to change by HESAA at any time. The current Investment Policy is available upon request from the

Program Record-Keeper.

Historical Performance Data for the Investment Options

The historical performance of the Trust Portfolios for the Investment Options described in this Investor Handbook are set
forth in Appendix B to this Investor Handbook. Descriptions of each of the mutual funds in which one or more of the Trust
Portfolios for the Investment Options are currently invested are set forth in Appendix C to this Investor Handbook. Historical
performance information and expenses for the Franklin Templeton mutual funds are available at franklintempleton.com. The
performance of any of the Investment Options may be expected to vary over time, both in relation to the performance of
other Investment Options or other investments over a comparative period of time and absolutely. The inclusion of
information as to historical performance in this Investor Handbook is for reference only and is not intended as a projection of
future results. In general, past performance should not be viewed as predictive of future results. Moreover, the Plan did not
become operational until March 2003 and certain of the Trust Portfolios or classes of Trust Shares were not made available
until later in 2003, or in later years. Accordingly, historical performance information of the Trust Portfolios is only available

for those periods of time.

Risk Factors

The Program is designed to facilitate tax-advantaged savings for the qualified higher education expenses of a Beneficiary.
However, as is the case with most financial products, there are various risks associated with a contribution to the Program.

This section briefly describes some of the principal risks associated with a contribution to the Program, but does not
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constitute an exhaustive summary of the factors you should consider before making a contribution to the Program. You may
wish to consult your tax advisor and financial advisor before making a contribution to the Program or determining what

portion of your savings for the Beneficiary’s higher education costs should be invested in the Program.

General Risks

Your Account is not an insured investment, and will be subject to the risks of the securities markets. Amounts invested in
the Plan are subject to the investment risks of the investment instruments selected from time to time by Franklin Advisers
or any successor thereto as Investment Manager for the Plan, in accordance with the applicable requirements of the
Investment Policy. The value of your Account will vary with the investment return generated by the mutual funds or other
investments in which the Trust Portfolio for each Investment Option you select is invested by the Trust and the Investment
Manager. None of the State, HESAA, Franklin Templeton Investments, any entity affiliated therewith, any consultant or
adviser retained by any such party, or any other person or entity provides any guarantee that you will achieve any targeted
rate of return or that the value of your contributions will not decrease. No such party makes any guarantee that the return

on an investment in the Program will be advantageous relative to other investment alternatives.

The provisions of the Act requiring HESAA to request State legislative appropriations to prevent owners of Program
Accounts invested in the Division Investment Options from recovering upon withdrawal less than the aggregate amount of

contributions to their Program Accounts invested in the Division Investment Options do not apply to Plan Accounts.

There is no guarantee that your Beneficiary will be accepted at any Eligible Educational Institution or that, if accepted, he
or she will be able to attend, will graduate, or will be considered a resident of any particular state for tuition purposes.
There is no guarantee that there will be sufficient funds in your Account to cover fully all qualified higher education

expenses of attending an Eligible Educational Institution.

The rate of return from an Account could be less than the rate of increase in the cost of higher education. Even if you have
reached the Maximum Contribution Limit for a Beneficiary, the balance in your Program Account may not be enough to
cover all of the Beneficiary’s qualified higher education expenses. In recent years, the rate at which qualified higher education

expenses have increased has substantially outpaced most investment gains.

Exposure to Mutual Funds

The Investment Options will be invested entirely or primarily in mutual funds, with the exception of the Stable Value

529 Portfolio, which may invest in mutual funds and/or directly in fixed income securities.

Limited Operating History
The Plan, as described in this Investor Handbook, commenced in March 2003, and some Plan portfolios commenced later.
Therefore, available performance information for the Trust Portfolios described in this document is limited to the period since

then or, for certain Trust Portfolios, shorter periods. See “Appendix B — Historical Performance of the Trust Portfolios.”

General Investment Risks

Contributions invested under any of the Investment Options can lose money over periods that may be significant as
compared to the period in which your Account will be invested and can earn money at rates that may be less than the rate at
which higher education expenses will increase over a portion of or the entire period of investment. One or more of the
investment instruments selected for the Investment Option(s) you choose may lose value, may not appreciate in value or may

appreciate less on a relative basis than do other investment instruments during any particular time period. None of the
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Investment Options is intended as a complete investment program. An investment with the Program under one or more of the
Investment Options does not constitute a deposit in a bank, and such investments are not insured or guaranteed by the FDIC

or any other government agency.

No one can predict the returns from the investment of your contributions under the Investment Options. The returns under
any particular Investment Option may be better or worse than those available under other Investment Options, other
qualified tuition programs or other investments not involving qualified tuition programs. There is no guarantee that the
Program’s investment objectives set forth in the Investment Policy will be realized. The value of your Account may increase or
decrease each day, and the rate of return on your Account will vary, based on the Investment Option(s) you select and the

investment performance of the investments in which such Investment Option(s) is or are invested.

During the particular period in which your Account is invested, the relative risk and reward profiles of Investment Options
based on the historic long-term trends may not accurately predict their actual performance, and the return under any of the
Investment Options may be lower than the return under that Investment Option during other time periods or than the return

under other investment options within or outside of the Program during the same period.

The relative risks and potential rewards of investing under any of the Investment Options vary considerably. While the
Program, the Division of Investment, HESAA and the Investment Managers have provided a range of alternatives, none of the
Program, the Division of Investment, HESAA or the Investment Managers have determined, or have assumed any obligation
to determine, whether any investment by any Account Owner under any particular Investment Option or combination of
Investment Options is suitable or appropriate in light of the needs, financial circumstances and investment horizon of the
Account Owner or Beneficiary of an Account. This Investor Handbook does not constitute a recommendation, and none of
the Program, the Division of Investment, HESAA or the Investment Managers by its participation in the Program
recommends, or intends to recommend, any investment by any Account Owner in the Program or in any particular

Investment Option or class of Trust Shares offered under this Investor Handbook.

Specific Investment Risks

Set forth below are certain specific investment risks associated with the current investments of the Trust Portfolios
established for contributions received under the respective Investment Options. The information contained under this
caption “Specific Investment Risks” relating to the investment risks of Trust Portfolios invested in mutual funds has been
summarized for inclusion herein by the Program Manager from the most current prospectus available for the applicable
mutual fund as of the date this Investor Handbook was printed. Neither HESAA nor the Program Manager has
independently verified the information contained in any such mutual fund prospectus and no representation is made by
HESAA or the Program Manager as to its accuracy or completeness. In each case, the specific investment risks identified in
the applicable prospectus are listed in alphabetical order. Brief descriptions of such investment risks are included under
“Risk Factors — Specific Investment Risks — Types of Investment Risk.” Certain further information concerning the

underlying mutual funds is set forth in Appendix C.
A. Portfolio Risks
Type 1 Investment Options: Objective-Based Asset Allocations

Founding Funds 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: convertible securities; country, sector or industry focus; credit; derivative

instruments; equity-linked notes; floating rate corporate loans; focus/sector focus; foreign securities; high-yield debt securities;
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income; interest rate; management; market; merger arbitrage securities and distressed companies; mortgage securities,
mortgage-backed securities and asset-backed securities; portfolio turnover; prepayment; smaller and midsize companies;

unrated debt securities; and value/value style investing.

Corefolio® 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: country, sector or industry focus, credit; focus/sector focus; foreign securities;
growth style investing; high-yield debt securities; income; interest rate; management; market; merger arbitrage securities and

distressed companies; portfolio turnover; smaller and midsize companies; and value/value style investing.

Growth 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: credit; depositary receipts; developing markets; equity-linked notes;
focus/sector focus; foreign securities; growth style investing; high-yield debt securities; initial public offerings; interest rate;
liquidity; management; market; merger arbitrage securities and distressed companies; portfolio turnover; smaller and midsize

companies; and value/value style investing.

Growth & Income 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: banking industry; convertible securities; credit; credit-linked securities;
depositary receipts; derivative instruments; developing markets/emerging markets; equity-linked notes; extension; floating rate
corporate loans; focus/sector focus; foreign securities; Ginnie Maes; growth style investing; high-yield debt securities; income;
initial public offerings; inflation-indexed securities; interest rate; liquidity; management; market; merger arbitrage securities
and distressed companies; mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed securities;
portfolio turnover; prepayment; repurchase agreements; risk associated with holding cash; smaller and midsize companies;

unrated securities; U.S. government securities; value/value style investing; and variable rate securities.

Income 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the following
main investment risks of such funds: banking industry; convertible securities; credit; credit-linked securities; derivative instruments;
developing markets/emerging markets; extension; floating rate corporate loans; focus/sector focus; foreign securities; Ginnie Maes;
high-yield debt securities; income; inflation-indexed securities; interest rate; liquidity; management; market; mortgage dollar rolls;
mortgage securities, mortgage-backed securities and asset-backed securities; portfolio turnover; prepayment; repurchase

agreements; risk associated with holding cash; unrated debt securities; U.S. government securities; and variable rate securities.

Type 2 Investment Options: Age-Based Asset Allocations

The risk and reward profiles of the Age-Based Investment Portfolios vary with the age of the Beneficiary, with the risk and
return potential expected to be the highest at the youngest age and the lowest when the Beneficiary’s age is 17 and above. The
asset allocation in the Age-Based Investment Portfolios is based on the age of the Beneficiary and on the assumption that the
assets in the Account will be used to pay for the qualified higher education costs of the Beneficiary during a time period in
which individuals of the Beneficiary’s age normally attend college. If your Beneficiary attends college during an earlier or later
time period than that in which individuals of your Beneficiary’s age normally attend college, the asset allocation of amounts

invested for your Beneficiary in the Age-Based Investment Portfolios may not be appropriate for your Beneficiary.
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Age-Based Growth Asset Allocation Newborn—8 Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: credit; developing markets; focus/sector focus; foreign securities; growth style
investing; initial public offerings; liquidity; high-yield debt securities; interest rate; management; market; merger arbitrage

securities and distressed companies; portfolio turnover; smaller and midsize companies; and value/value style investing.

Age-Based Growth Asset Allocation Age 9-12 Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: banking industry; convertible securities; credit; credit-linked securities;
depositary receipts; derivative instruments; developing markets/emerging markets; equity-linked notes; extension; floating rate
corporate loans; focus/sector focus; foreign securities; Ginnie Maes; growth style investing; high-yield debt securities; income;
inflation-indexed securities; initial public offerings; interest rate; liquidity; management; market; merger arbitrage securities
and distressed companies; mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed securities;
portfolio turnover; prepayment; repurchase agreements; risk associated with holding cash; smaller and midsize companies;

unrated securities; U.S. government securities; value/value style investing; and variable rate securities.

Age-Based Growth Asset Allocation Age 1316 Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: banking industry; convertible securities; credit; credit-linked securities;
depositary receipts; derivative instruments; developing markets/emerging markets; equity-linked notes; extension; floating rate
corporate loans; focus/sector focus; foreign securities; Ginnie Maes; growth style investing; high-yield debt securities; income;
inflation-indexed securities; initial public offerings; interest rate; liquidity; management; market; merger arbitrage securities
and distressed companies; mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed securities;
portfolio turnover; prepayment; repurchase agreements; risk associated with holding cash; smaller and midsize companies;

unrated securities; U.S. government securities; value/value style investing; and variable rate securities.

Age-Based Growth Asset Allocation Age 17+ Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: banking industry; convertible securities; credit; credit-linked securities;
depositary receipts; derivative instruments; developing markets/emerging markets; equity-linked notes; extension; floating rate
corporate loans; focus/sector focus; foreign securities; Ginnie Maes; growth style investing; high-yield debt securities; income;
inflation-indexed securities; initial public offerings; interest rate; liquidity; management; market; merger arbitrage securities
and distressed companies; mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed securities;
portfolio turnover; prepayment; repurchase agreements; risk associated with holding cash; smaller and midsize companies;

unrated securities; U.S. government securities; value/value style investing; and variable rate securities.

Age-Based Moderate Asset Allocation Newborn-8 Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: banking industry; convertible securities; credit; credit-linked securities;
depositary receipts; derivative instruments; developing markets/emerging markets; equity-linked notes; extension; floating rate
corporate loans; focus/sector focus; foreign securities; Ginnie Maes; growth style investing; high-yield debt securities; income;
inflation-indexed securities; initial public offerings; interest rate; liquidity; management; market; merger arbitrage securities
and distressed companies; mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed securities;
portfolio turnover; prepayment; repurchase agreements; risk associated with holding cash; smaller and midsize companies;

unrated securities; U.S. government securities; value/value style investing; and variable rate securities.
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Age-Based Moderate Asset Allocation Age 9-12 Years 529 Portfolio.

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: banking industry; convertible securities; credit; credit-linked securities;
depositary receipts; derivative instruments; developing markets/emerging markets; equity-linked notes; extension; floating rate
corporate loans; focus/sector focus; foreign securities; Ginnie Maes; growth style investing; high-yield debt securities; income;
inflation-indexed securities; initial public offerings; interest rate; liquidity; management; market; merger arbitrage securities
and distressed companies; mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed securities;
portfolio turnover; prepayment; repurchase agreements; risk associated with holding cash; smaller and midsize companies;

unrated securities; U.S. government securities; value/value style investing; and variable rate securities.

Age-Based Moderate Asset Allocation Age 1316 Years 529 Portfolio.

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: banking industry; convertible securities; credit; credit-linked securities;
depositary receipts; derivative instruments; developing markets/emerging markets; equity-linked notes; extension; floating
rate corporate loans; focus/sector focus; foreign securities; Ginnie Maes; growth style investing; high-yield debt securities;
income; inflation-indexed securities; initial public offerings; interest rate; liquidity; management; market; merger arbitrage
securities and distressed companies; mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-
backed securities; portfolio turnover; prepayment; repurchase agreements; risk associated with holding cash; smaller and

midsize companies; unrated securities; U.S. government securities; value/value style investing; and variable rate securities.

Age-Based Moderate Asset Allocation Age 17+ Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: banking industry; convertible securities; credit; credit-linked securities; derivative
instruments; developing markets/emerging markets; extension; floating rate corporate loans; focus/sector focus; foreign
securities; Ginnie Maes; high-yield debt securities; income; inflation-indexed securities; interest rate; liquidity; management;
market; mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed securities; portfolio turnover;

prepayment; repurchase agreements; unrated debt securities; U.S. government securities; and variable rate securities.

Age-Based Conservative Asset Allocation Newborn-8 Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: banking industry; convertible securities; credit; credit-linked securities;
depositary receipts; derivative instruments; developing markets/emerging markets; equity-linked notes; extension; floating
rate corporate loans; focus/sector focus; foreign securities; Ginnie Maes; growth style investing; high-yield debt securities;
income; inflation-indexed securities; initial public offerings; interest rate; liquidity; management; market; merger arbitrage
securities and distressed companies; mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-
backed securities; portfolio turnover; prepayment; repurchase agreements; risk associated with holding cash; smaller and

midsize companies; unrated securities; U.S. government securities; value/value style investing; and variable rate securities.

Age-Based Conservative Asset Allocation Age 912 Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: banking industry; convertible securities; credit; credit-linked securities;
depositary receipts; derivative instruments; developing markets/emerging markets; equity-linked notes; extension; floating rate
corporate loans; focus/sector focus; foreign securities; Ginnie Maes; growth style investing; high-yield debt securities; income;

inflation-indexed securities; initial public offerings; interest rate; liquidity; management; market; merger arbitrage securities
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and distressed companies; mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed securities;
portfolio turnover; prepayment; repurchase agreements; risk associated with holding cash; smaller and midsize companies;

unrated securities; U.S. government securities; value/value style investing; and variable rate securities.

Age-Based Conservative Asset Allocation Age 13-16 Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: banking industry; convertible securities; credit; credit-linked securities; derivative
instruments; extension; developing markets/emerging markets; floating rate corporate loans; focus/sector focus; foreign
securities; Ginnie Maes; high-yield debt securities; income; inflation-indexed securities; interest rate; liquidity; management;
market; mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed securities; portfolio turnover;

prepayment; repurchase agreements; unrated debt securities; U.S. government securities; and variable rate securities.

Age-Based Conservative Asset Allocation Age 17+ Years 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual funds in which it currently invests, including the
following main investment risks of such funds: banking industry; convertible securities; credit; credit-linked securities; derivative
instruments; developing markets/emerging markets; extension; floating rate corporate loans; focus/sector focus; foreign
securities; Ginnie Maes; high-yield debt securities; income; inflation-indexed securities; interest rate; liquidity; management;
market; mortgage dollar rolls; mortgage securities, mortgage-backed securities and asset-backed securities; portfolio turnover;

prepayment; repurchase agreements; unrated debt securities; U.S. government securities; and variable rate securities.

Type 3 Investment Options: Individual Portfolios
Templeton Growth 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual fund in which it currently invests, including the
following main investment risks of such fund: country, sector or industry focus, credit; focus/sector focus; foreign securities;

interest rate; management; market; and value/value style investing.

Franklin Growth 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual fund in which it currently invests, including the
following main investment risks of such fund: focus/sector focus; foreign securities; management; market; and smaller and

midsize companies.

Franklin Small-Mid Cap Growth 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual fund in which it currently invests, including the
following main investment risks of such fund: developing markets; focus/sector focus; foreign securities; growth style

investing; liquidity; management; market; and smaller and midsize companies.
Mutual Shares 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual fund in which it currently invests, including the
following main investment risks of such fund: credit; foreign securities; high-yield debt securities; market; merger arbitrage

securities and distressed companies; portfolio turnover; smaller and midsize companies; and value/value style investing.

JPMorgan Equity Index Fund

This portfolio is subject to the investment risks of the underlying mutual fund in which it currently invests, including the

following main investment risks of such fund: derivative; equity market; index investing; mid cap company risk; and redemption.
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Franklin Income 529 Portfolio

This portfolio is subject to the investment risks of the underlying mutual fund in which it currently invests, including the
following main investment risks of such fund: convertible securities; credit; derivative instruments; equity-linked notes; floating
rate corporate loans; focus/sector focus; foreign securities; high-yield debt securities; income; interest rate; management; market;

mortgage securities, mortgage-backed securities and asset-backed securities; prepayment; and value/value style investing.

Stable Value 529 Portfolio

This portfolio is subject to the investment risks of the securities in which it currently invests, including the following main
investment risks of such securities: credit; extension; income; inflation-indexed securities; interest rate; management; market;

mortgage securities, mortgage-backed securities and asset-backed securities; prepayment; variable rate securities.

B. Types of Investment Risk (listed alphabetically)

Asset-Backed Securities — see “Morigage Securities, Morigage-Backed Securities and Asset-Backed Securities™

Banking Industry

Funds which invest in the obligations of banks and other financial institutions may be vulnerable to setbacks in that industry.
Banks and other financial institutions are highly dependent on short-term interest rates and can be adversely affected by

downturns in the U.S. and foreign economies or changes in banking regulations.

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.

Country, Sector or Industry Focus

To the extent a fund invests a large portion of its assets in one or more countries, sectors or industries at any time, the fund will
face a greater risk of loss due to factors affecting a single country, sector or industry than if the fund always maintained wide
diversity among the countries, sectors and industries in which it invests. For example, technology companies involve risks due
to factors such as the rapid pace of product change, technological developments and new competition. Their stocks have
historically been volatile in price, especially over the short term, often without regard to the merits of individual companies.
Banks and financial institutions are subject to potentially restrictive governmental controls and regulations that may limit or
adversely affect profitability and share price. In addition, securities in that sector may be very sensitive to interest rate changes

throughout the world. Also see risks associated with particular industries/sectors described under “Focus/Sector Focus” below.

Credit

A fund could lose money on a debt security if an 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 in a security’s credit rating, which reflects a third party’s assessment of the
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credit risk presented by a particular issuer, may affect debt securities” value. A 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.

Credit-Linked Securities

Credit-linked securities are structured debt securities that derive their value based on the credit risk of one or more reference
securities such as corporate debt obligations and credit default swaps thereon or bank loan obligations. A fund may lose
money investing in credit-linked securities if a credit event (for example, a bankruptcy or failure to pay interest or principal or
a restructuring) occurs with respect to a reference security, if the underlying securities otherwise perform poorly, or if certain
counterparties fail to satisfy their obligations. The market for credit-linked securities may suddenly become illiquid, making it

difficult for a fund to sell such securities promptly at an acceptable price.

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. In these
cases if the issuer’s home country does not have developed financial markets, a fund could be exposed to the credit risk of
the custodian or financial institution and 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. A fund would be expected to pay a share of the additional fees, which it would not pay if
investing directly in the foreign securities. A fund may experience delays in receiving its dividend and interest payments or
exercising rights as a shareholder. Depositary receipts will be issued under sponsored or unsponsored programs. In
sponsored programs, an issuer has made arrangements to have its securities traded in the form of depositary receipts. In
unsponsored programs, the issuer may not be directly involved in the creation of the program. Although regulatory
requirements with respect to sponsored and unsponsored programs are generally similar, in some cases it may be easier to
obtain financial information about an issuer that has participated in the creation of a sponsored program. There may be an
increased possibility of untimely responses to certain corporate actions of the issuer, such as stock splits and rights offerings,
in an unsponsored 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. If a fund’s investment depends on obligations being met by the arranger as well as the issuer of an unsponsored

program, the fund will be exposed to additional credit risk.

Derivative Instruments

The performance of derivative instruments depends largely on the performance of an underlying instrument or index and
such derivative instruments often have risks similar to their underlying instrument in addition to other risks. Derivative
instruments involve costs, may be volatile, and may involve a small initial investment relative to the risk assumed. 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, a fund may not achieve 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, a fund’s performance may be worse than if the investment manager did not use such
derivative instruments at all. To the extent that a fund uses such instruments for hedging purposes, there is the risk of
imperfect correlation between movements in the value of the derivative instrument and the value of the underlying
investment or other asset 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.
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Use of these instruments could also result in a loss if the counterparty to the transaction (with respect to swap agreements,
forward currency contracts and other over-the-counter (OTC) derivatives) does not perform as promised, including because of
such counterparty’s bankruptcy or insolvency. This risk may be heightened 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 a 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
to the extent that it has a substantial portion of its otherwise liquid assets marked as segregated to cover its obligations under
such derivative instruments. A fund may also be required to take or make delivery of an underlying instrument that the
investment manager would otherwise have attempted to avoid. Some derivatives can be particularly sensitive to changes in
interest rates or other market prices. Investors should bear in mind that, while a 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 a fund. The timing and character of income, gains or losses

from these strategies could impair the ability of the investment manager to utilize derivatives when it wishes to do so.

Derivative Risk

Derivatives, including futures, may be riskier than other types of investment because they may be more sensitive to changes in
economics or market conditions than other types of investments and could result in losses that significantly exceed a fund’s
original investment. Many derivatives create leverage thereby causing a fund to be more volatile than it would be if it had not
used derivatives. Derivatives also expose a fund to counterparty risk (the risk that the derivative counterparty will not fulfill

its contractual obligations), including credit risk of the derivative counterparty.

Developing Markets/Emerging Markets

Developing market countries. A fund’s investments 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. Some of the additional significant risks include:
e less social, political and economic stability;
e smaller securities markets with low or nonexistent trading volume and greater illiquidity and price volatility;

® 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;

e less developed regulatory or legal structures governing private and foreign investment or allowing for judicial redress for

injury to private property;
e less familiarity with a capital market structure or market-oriented economy and more widespread corruption and fraud;

e less financial sophistication, creditworthiness and/or resources possessed by, and less government regulation of, the

financial institutions and issuers with which a 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;
¢ higher rates of inflation and more rapid and extreme fluctuations in inflation rates;

e greater sensitivity to interest rate changes;
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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 economys;
¢ more delays in settling portfolio transactions and heightened risk of loss from share registration and custody practices; and

e less assurance that recent favorable economic developments will not be slowed or reversed by unanticipated economic,

political or social events in such countries.

Because of the above factors, a fund’s investments in developing market countries are subject to greater price volatility and

illiquidity than investments in developed markets.

Emerging Markets — see “Developing Markets/Emerging Markets”

Equity-Linked Notes (ELNs)

Investments in ELNs often have risks similar to their underlying securities, which could include management risk, market risk
and, as applicable, foreign securities and currency risks. In addition, since ELNSs are in note form, ELNs are also subject to
certain debt securities risks, such as interest rate and credit risk. Should the prices of the underlying securities move in an
unexpected manner, a 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 a 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 the underlying securities or a fixed-income investment.

Equity Market Risk

The price of equity securities may rise or fall because of changes in the broad market or changes in a company’s financial
conditions, sometimes rapidly or unpredictably. These price movements may result from factors affecting individual companies,
sectors or industries selected for a fund’s portfolio or the securities market as a whole, such as changes in economic or political

conditions. When the value of a fund’s securities goes down, your investment in the fund decreases in value.

Extension

The market value of some 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. When
that occurs, the effective maturity date of a fund’s investment is 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.

Floating Rate Corporate Loans

Floating rate corporate loans may be issued in connection with highly leveraged transactions. Such transactions include leveraged
buyout loans, leveraged recapitalization loans, and other types of acquisition financing. These obligations are subject to greater

credit risks than other investments including a greater possibility that the borrower may default or go into bankruptcy.

Focus/Sector Focus

The greater a fund’s exposure to any single type of investment — including investment in a given industry, sector, region,
country, issuer, or type of security — the greater the losses a fund may experience upon any single economic, business, political,
regulatory, or other occurrence. As a result, there may be more fluctuation in the price of a fund’s shares. There are also the

following risks associated with particular industries/sectors:
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Technology and Telecommunications Companies. The technology and telecommunications sector has historically been
volatile due to the rapid pace of product change and development within the sector. For example, their products may not
prove commercially successful or may become obsolete quickly. The activities of these companies may also be adversely
affected by changes in government regulations. The stock prices of companies operating within this sector may be subject to

abrupt or erratic movements.

Financial Service Companies. Financial services companies are subject to extensive government regulation, which 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 price, is
especially sensitive to interest rate changes throughout the world, as well as the ability of borrowers to repay their loans.
Changing regulations, continuing consolidations, and development of new products and structures are all likely to have a

significant impact on financial services companies.

Health Care Companies. The activities of health care 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. Health care companies may also be affected by government policies on health care reimbursements,
regulatory approval for new drugs and medical instruments, and similar matters. They are also subject to legislative risk,

i.e., the risk of a reform of the health care system through legislation.

Industrials. 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.

Utilities Industry. Utility company equity securities, which are generally purchased for their dividend yield, historically have
been sensitive to interest rate movements: when interest rates have risen, the stock prices of these companies have tended to
fall. In some states, utility companies and their rates are regulated; other states have moved to deregulate such companies
thereby causing non-regulated companies’ returns to generally be more volatile and more sensitive to changes in revenue and
earnings. In general, all utility companies may face additional regulation and litigation regarding emissions from their power
plants; increased costs from new or greater regulation of greenhouse gas emissions; and the need to purchase expensive

emissions control equipment due to regulations, all of which may lower their earnings.

Foreign Securities

Investing in foreign securities typically involves more risks than investing in U.S. securities. 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. A
fund accrues additional expenses when engaging in currency exchange transactions, and valuation of a 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 a 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 a fund’s exposure to currency risks, may also reduce
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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 a 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 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 a fund’s holdings, further increases a

fund’s exposure to foreign investment losses.

Political and economic developments. The political, economic and social 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 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 for a fund to vote proxies, exercise shareholder rights, and pursue legal remedies with respect to its foreign
investments. Diplomatic and political developments, including rapid and adverse political changes, social instability, regional
conflicts, terrorism and war, could affect the economies, industries and securities and currency markets, and the value of a
fund’s investments, in non-U.S. countries. These factors are extremely difficult, if not impossible, to predict and take into

account with respect to a 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 a fund. The procedures and
rules governing foreign trading, settlement and custody (holding of a 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 markets and trading systems may be less than or different from government supervision in the United States, and

may increase a fund’s regulatory and compliance burden and/or decrease a 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.

Limited markets. Certain foreign securities may be less liquid (harder to sell) and their prices may be more volatile than many
U.S. securities. Illiquidity tends to be greater, and valuation of a 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 can adversely affect securities of issuers in other countries whose economies
appear to be unrelated. To the extent that a fund invests a significant portion of its assets in a specific geographic region, the
fund will generally have more exposure to regional economic 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 a fund’s assets are invested, a fund

may experience substantial illiquidity.

Sovereign Debt Securities. A foreign country may be unwilling or unable to repay the principal and/or interest on its sovereign
debt because of insufficient foreign reserves, the relative size of the debt service burden to the economy as a whole, the
government’s policy towards supranational agencies such as the International Monetary Fund, or the political constraints to
which the government may be subject. If a foreign country 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
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agreements. In the event of a default on sovereign debt, a fund may have limited legal recourse against the defaulting
government. In certain cases, remedies must be pursued in the courts of the defaulting country itself, which may further limit

a fund’s ability to obtain recourse.

Government National Morigage Association Obligations (“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. A fund may receive unscheduled prepayments 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. A 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.

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.

High-Yield Debt Securities

High-yield debt securities (including loans) and unrated securities of similar credit quality (“high-yield debt instruments™)
involve greater risk of a complete loss of a fund’s investment, or delays of interest and principal payments than higher-quality
debt securities. 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 predominately speculative by the applicable rating agencies as
these issuers are more likely to encounter financial difficulties and 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 a fund could lose its entire investment.

The prices of high-yield debt instruments 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 securities 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 a fund’s ability to sell securities in response to specific economic events or to meet redemption

requests. As a result, high-yield debt instruments generally pose greater illiquidity and valuation risks.
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Substantial declines in the prices of high-yield debt instruments can dramatically increase the yield of such bonds or loans.
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 a fund
of losing some or part of its investment rather than any increase in income that the debt security or loan may pay to a fund on

its investment.

Income

Because a fund can only distribute what it earns, the fund’s distributions to shareholders may decline when prevailing interest
rates fall or when the fund experiences defaults on debt securities it holds. A fund’s income generally declines during periods
of falling interest rates because the fund must reinvest the proceeds it receives from existing investments (upon their maturity,

prepayment, amortization, call, or buy-back) at a lower rate of interest or return.

Because certain funds limit their investments to high-quality, short-term securities, their portfolios generally will earn lower

yields than portfolios with lower-quality, longer-term securities subject to more risk.

Index investing

A fund is not actively managed and is designed to track the performance of the S&P 500 index. Therefore, securities may be
purchased, retained and sold by a fund at times when an actively managed fund would not do so. If the value of the securities
that are heavily weighted in the index changes, you can expect a greater risk of loss than would be the case if a fund were not

fully invested in such securities. There is also the risk that a fund’s performance may not correlate with performance of the index.

Inflation-Indexed Securities

Inflation-indexed securities have a tendency to react to changes in real interest rates. Real interest rates represent nominal
(stated) interest rates lowered by the anticipated effect of inflation. In general, the price of an inflation-indexed security can
decrease when real interest rates increase, and can increase when real interest rates decrease. Interest payments on inflation-
indexed securities will fluctuate as the principal and/or interest is adjusted for inflation and can be unpredictable. Any increase
in the principal amount of an inflation-protected debt security will be considered taxable ordinary income, even though

investors, such as a fund, do not receive their principal until maturity.

Initial Public Offerings

Initial public offerings (IPOs) of securities issued by unseasoned companies with little or no operating history are risky and
their prices are highly volatile, but they can result in very large gains in their initial trading. Attractive IPOs are often
oversubscribed and may not be available to a fund, or may be available only in very limited quantities. Thus, when a fund’s
size is smaller, any gains from IPOs will have an exaggerated impact on the fund’s performance than when the fund is larger.
Although IPO investments have had a positive impact on some funds’ performance in the past, there can be no assurance that

a fund will have favorable IPO investment opportunities in the future.

Interest Rate

Interest rate changes can be sudden and unpredictable. Debt securities generally tend to lose market value when interest rates
rise and increase in value when interest rates fall. Securities with longer maturities or lower coupons or that make little (or no)
interest payments before maturity tend to be more sensitive to these interest rate changes. The longer a Fund’s average

weighted portfolio maturity, the greater the impact a change in interest rates will have on its share price.
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Investment Contract

These risks are applicable to the Stable Value 529 Portfolio. “Wrapper agreements” are agreements entered into with financial
institutions such as banks or insurance companies with the goal of obtaining assistance with the principal value of some, or
all, of the Stable Value 529 Portfolio’s investments.

Wrapper agreement default. If a financial institution such as a bank or insurance company (the “Wrap Provider”) enters
into a wrapper agreement with the Stable Value 529 Portfolio and defaults, the Stable Value 529 Portfolio may lose the
Wrap Provider’s assistance with the stability of the principal value of those investments covered by the applicable wrapper
agreement. The Stable Value 529 Portfolio may be able to obtain an alternative wrapper agreement; however, the cost of
the replacement wrapper agreement might be higher than that of the initial wrapper agreement. Wrapper agreement
defaults with respect to the Stable Value 529 Portfolio’s investments may make it difficult or impossible for the Stable

Value 529 Portfolio to meet its investment objectives, unless an alternate wrapper agreement is obtained.

Wrapper agreement availability. While wrapper agreements have generally been available at some price, the Stable Value
529 Portfolio may not at all times be able to obtain wrapper agreements or may not be able to buy wrapper agreements to

cover all of its investments.

Wrapper agreement termination. The Wrap Provider or the Stable Value 529 Portfolio may terminate the wrapper agreement
under certain circumstances. If a termination occurs, the Stable Value 529 Portfolio may not be able to obtain a comparable

replacement wrapper agreement.

If a wrapper agreement default or termination occurs, or if a wrapper agreement is not available to the Stable Value

529 Portfolio when needed, the Portfolio’s NAV may be negatively affected, because its assets may have to be revalued to
reflect the termination or absence of a Wrap Provider’s assistance. The Stable Value 529 Portfolio is more likely to be
exposed to this revaluation risk if the termination or absence of a wrapper agreement occurs because of a change in any
law, regulation or accounting standard generally applicable to the administration or valuation of stable value portfolios in

section 529 programs.

Liquidity (other than money funds)

Liquidity risk exists when the market for particular securities or types of securities is or becomes relatively illiquid so that a
fund is unable, or it becomes more difficult for the fund, to sell the security at the price at which the fund has valued the
security. Illiquidity may result from political, economic or issuer specific events or overall market disruptions. Securities with
reduced liquidity or that become illiquid involve greater risk than securities with more liquid markets. Market quotations for
such securities may be volatile and/or subject to 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 or in response to a specific economic event.

Liquidity (money fund only)

Liquidity risk exists when the market for particular securities or types of securities is or becomes relatively illiquid so that a
fund is unable or it becomes more difficult for the fund to sell the security at the price at which the fund has valued the security.
Illiquidity may result from political, economic or issuer specific events or overall market disruptions. Securities with reduced
liquidity or that become illiquid involve greater risk than securities with more liquid markets. While a fund endeavors to
maintain a high level of liquidity in its portfolio, the liquidity of portfolio securities can deteriorate rapidly due to credit events
affecting issuers or guarantors or due to general market conditions and a lack of willing buyers. When there is no willing buyer
and investments cannot be readily sold at the desired time or price, a fund may have to accept a lower price or may not be able
to sell the instrument at all. An inability to sell one or more portfolio positions can adversely affect a fund’s ability to maintain

a $1.00 share price or prevent the fund from being able to take advantage of other investment opportunities.
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Lower-Rated Securities and Lower-Rated Debt Securities — see “High-Yield Debt Securities™

Management

Funds that are actively managed could experience losses if the investment manager’s judgments 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. There can be no guarantee that these techniques or the investment manager’s investment decisions will
produce the desired results. Additionally, legislative, regulatory, or tax developments may affect the investment techniques
available to the investment manager in connection with managing a fund and may also adversely affect the ability of the fund

to achieve its investment goal.

Market

The market value of securities owned by a fund will go up or down, sometimes rapidly or unpredictably. Securities may
decline in value due to factors affecting individual issuers, securities markets generally or particular industries or sectors
within the securities markets. The value of a security may go up or down due to general market conditions which are not
specifically related to a particular issuer, such as real or perceived adverse economic conditions, changes in the general
outlook for revenues or corporate earnings, changes in interest or currency rates or adverse investor sentiment generally.
They may also go up or down due to factors which affect an individual issuer or a particular industry or sector, such as
changes in production costs and competitive conditions within an industry. 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 a fund’s

securities will participate in or otherwise benefit from the advance.

Generally, stocks have historically outperformed other types of investments over the long term. Individual stock prices,
however, tend to go up and down more dramatically. A slower-growth or recessionary economic environment could have an

adverse effect on the price of the various stocks held by a fund.

Merger Arbitrage Securities and Distressed Companies

A merger or other restructuring, or tender or exchange offer, proposed or pending at the time a fund invests in risk arbitrage
securities may not be completed on the terms or within the time frame contemplated resulting in losses to a fund. Debt
obligations of Distressed Companies typically are unrated, lower-rated, in default or close to default. Also, securities of

Distressed Companies are generally more likely to become worthless than the securities of more financially stable companies.

Mid Cap Company Risk

Investments in mid cap companies may be riskier, more volatile and more vulnerable to economic, market and industry
changes than investments in larger, more established companies. As a result, share price changes may be more sudden or

erratic than the prices of other equity securities, especially over the short term.

Mortgage Dollar Rolls

In a mortgage dollar roll, a fund takes the risk that the market price of the mortgage-backed securities will drop below their
future purchase price. A 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 a 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 a fund’s portfolio and increase the fund’s sensitivity to interest rate changes. In addition,

investment in mortgage dollar rolls may increase a fund’s portfolio turnover rate.
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Mortgage Securities, Mortgage-Backed Securities and Asset-Backed Securities

Mortgage-backed securities differ from conventional debt securities because principal is paid back over the life of the security
rather than at maturity. A fund may receive unscheduled prepayments of principal due to voluntary prepayments, refinancing or
foreclosure on the underlying mortgage loans. To a 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.

Mortgage-backed securities also are subject to extension risk. An unexpected rise in interest rates could reduce the rate of
prepayments on mortgage-backed securities and extend their life. This could cause the price of the mortgage-backed securities

and a fund’s share price to fall and would make the mortgage-backed securities more sensitive to interest rate changes.

In September 2008, the Federal Housing Finance Agency (FHFA), an agency of the U.S. government, placed Fannie Mae and
Freddie Mac into conservatorship, a statutory process with the objective of returning the entities to normal business
operations. FHFA acts 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-backed securities, asset-backed securities are subject to prepayment and extension risks.

Portfolio Turnover

A fund investment manager will sell a security when it believes it is appropriate to do so, regardless of how long the fund has
held the security. Because of the anticipated use of certain investment strategies, a fund’s turnover rate may exceed 100% per
year. The rate of portfolio turnover will not be a limiting factor for a fund investment manager in making decisions on when

to buy or sell securities, including entering into mortgage dollar rolls. High turnover will increase a fund’s transaction costs.

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 a 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 prepayment 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.

Redemption

A fund could experience a loss when selling securities to meet redemption requests by shareholders if the redemption requests
are unusually large or frequent, occur in times of overall market turmoil or declining prices for the securities sold, or when the

securities the fund wishes to or is required to sell are illiquid.

Repurchase Agreements

A repurchase agreement exposes a fund to the risk that the party that sells the securities may default on its obligation to

repurchase them.
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Sector Focus — see “Focus/Sector Focus”

Smaller and Midsize Companies

While smaller and midsize companies may offer substantial opportunities for capital growth, they also involve substantial
risks and should be considered speculative. Historically, smaller and midsize company securities have been more volatile in
price than larger company securities, especially over the short term. Among the reasons for the greater price volatility are the
less certain growth prospects of smaller and midsize companies, the lower degree of liquidity in the markets for such

securities, and the greater sensitivity of smaller and midsize companies to changing economic conditions.

In addition, smaller and midsize 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. Smaller 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 which are floating rate.

U.S. Government Securities

Not all obligations of the U.S. Government, its agencies and instrumentalities are backed by the full faith and credit of the
U.S. Treasury. Some obligations are backed only by the credit of the issuing agency or instrumentality, and in some cases there
may be some risk of default by the issuer. Any guarantee by the U.S. Government or its agencies or instrumentalities of a
security held by a fund does not apply to the market value of such security or to shares of the fund itself. A security backed by
the U.S. Treasury or the full faith and credit of the United States is guaranteed only as to the timely payment of interest and

principal when held to maturity.

Unrated Debt Securities

A fund is also subject to risks when investing in securities or issuers for which credit ratings have not been published or only
short-term ratings are available. Unrated or short-term rated debt securities determined by the investment manager to be of
comparable quality to rated securities which a fund may purchase may pay a higher interest rate than such rated debt
securities and be subject to a greater risk of illiquidity or price changes. Less public information is typically available about

unrated securities or issuers.

Value/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.

A 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 which

may have a higher risk of being ignored or rejected, and therefore undervalued, by the market or losing more value.

Variable Rate Securities

Variable rate securities (which include floating rate debt securities) generally are less sensitive to interest rate changes than
fixed rate debt securities. However, the market value of variable rate debt securities may decline when prevailing interest rates
rise if their interest rates 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. However, when interest rates fall, there will be a reduction in
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the payments of interest received by a fund from its variable rate securities. Limits on the aggregate amount by which a
variable rate security’s interest rate may increase over its lifetime or during any one adjustment period can prevent the interest

rate from ever adjusting to prevailing market rates.

The net asset value of a fund may decline during periods of rising interest rates until the interest rates on these securities reset

to market rates. You could lose money if you sell your shares of a fund before these rates reset.

Change in Investment Policy, Program Manager or Investment Manager

Each Investment Option must be invested in accordance with the Investment Policy. HESAA may change the Investment
Policy applicable to the Program at any time, with the approval of the Division of Investment and subject to the provisions of
HESAA’s contract with FTDI. In addition, the Services Agreement, under which FTDI, Franklin Advisers and other parties
provide investment management, administrative, distribution and marketing services for the Program, expires in March 2014.
There can be no assurance that HESAA and FTDI will renew the Services Agreement after its term, and under certain
circumstances, either HESAA or FTDI may terminate the Services Agreement prior to its expiration date. You do not control
the investment instruments or asset allocation selected by the Program under each Investment Option. The specific investment
instruments in which the assets that determine the value of your Account are invested, as well as the allocation among asset
categories, are subject to change without the consent of Account Owners, and HESAA is not obligated to continue investing
in investment instruments selected by Franklin Advisers or in investment companies sponsored or managed by affiliates of
Franklin Templeton. HESAA may eliminate, consolidate or otherwise change Investment Options without the consent of
Account Owners. Regardless of whether FTDI or another entity is the Program Manager, the fee structure for the Program
Manager may change during the term of your Account. In the event that a Program Manager fee structure that is more
favorable to Account Owners were to be implemented in the future, it might be necessary for existing Account Owners to
open new Program Accounts to take advantage of such structure with respect to new contributions or existing Program
Account balances. If the Investment Policy, the Program Manager, the Investment Manager or the fee structure changes during
the term of your Program Account in a way that is not to your liking, you may choose to withdraw the assets in your
Program Account, but any earnings you withdraw from the Account generally will be subject to income tax and to an
additional federal income tax of 10% of earnings unless you reinvest the withdrawn amount through a Rollover Distribution
in compliance with federal requirements. In addition, any such withdrawal may be subject to charges assessed in connection

with the withdrawal. See “Fees and Expenses.”

Restriction on Changes among Investment Options

Federal tax rules restrict the frequency of the reallocation of Account balances among the Investment Options. In accordance
with an announcement by the IRS, an Account Owner may reallocate assets in a Program Account among Investment
Options once per calendar year, or in connection with a change of the Beneficiary of the Account. If an Account Owner has
more than one Program Account for the same Beneficiary, all reallocations of assets among the Investment Options in all such
Program Accounts must occur on the same day of the applicable calendar year, with the exception of reallocations in
connection with a change of the Beneficiary of the applicable Program Account. Unless reallocated in accordance with the
provisions described above, amounts in your Account invested under a particular Investment Option must remain invested
under that Investment Option until withdrawn from the Program, even if at some point prior to withdrawal you would prefer

to switch such assets to another Investment Option.
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Financial Aid
Federal Financial Aid

Being the Account Owner or Beneficiary of an Account may impact eligibility for financial aid. If the Account Owner is the
student’s parent, the available balance may be treated as a parental asset, as is the case with other financial assets of the
parent that are considered in determining federal financial aid eligibility. As a general matter, a smaller percentage of such
parental assets (under current law, a maximum of 5.64%) than of student assets (under current law, 20%) is deemed available
to the student, and accordingly parental assets generally have a lesser impact than student assets for purposes of determining
federal financial aid eligibility. If a dependent student is the Account Owner, whether through an UTMA/UGMA custodian or
directly, the available balance in the Account is treated as a parental asset. If an independent student is the Account Owner,
whether through an UTMA/UGMA custodian or directly, the available balance in the Account is treated as a student asset.
Assets in an Account not owned by the applicable student or the student’s parent (such as non-UTMA/UGMA accounts
opened by a grandparent as Account Owner) generally are not considered in the student’s need analysis for federal financial
aid purposes. Being the Account Owner or Beneficiary of an Account may impact eligibility for non-federal financial aid

opportunities. You should consult a financial aid advisor for further information on your particular circumstances.

New Jersey Financial Aid
The Act provides that an amount to be annually determined by HESAA, which shall not be less than $25,000, of all Program

Accounts shall be excluded from consideration in evaluating the financial need of a Beneficiary for the purpose of determining
the eligibility of a Beneficiary for any scholarship, grant or monetary assistance awarded by the State. The currently applicable
amount is $25,000. The Beneficiary may be required to verify the dollar amount in the Program Account(s) to the satisfaction
of the entity or agency awarding the State funds. You should consult with your financial aid advisor to determine the impact

of an Account on financial aid in another state.

Tax Risks

The federal and state tax benefits and related tax implications of an investment in an Account depend on qualification of the
Program as a “qualified tuition program” within the meaning of Section 529. Section 529 sets forth numerous requirements
and the Program has been designed to comply with these requirements as understood by HESAA. HESAA has not obtained a
private letter ruling from the IRS determining that the Program satisfies the requirements of Section 529. The United States
Treasury Department (the “Treasury Department”) has published proposed regulations under Section 529, but those
regulations do not provide guidance on various changes to Section 529 implemented by the 2001 Tax Act. Final regulations
have not been issued. The Treasury Department also has published certain notices that may be relied upon pending issuance
of final regulations, concerning investment reallocations affecting amounts contributed to a qualified tuition program and
certain other matters arising under Section 529. On January 17, 2008, the Treasury Department released an advance notice of
proposed rulemaking (the “2008 Advance Notice”) relating to qualified tuition programs under Section 529. The 2008
Advance Notice indicated that the Treasury Department intends to repropose the initial Section 529 regulations proposed in
1998. The reproposed regulations have not yet been published, and although the 2008 Advance Notice indicated certain
changes and clarifications that will be included in the reproposed regulations, the exact content of the new proposed
regulations, and the ultimate content of the final regulations, is not known. The reproposed regulations could limit or require

changes to, and affect tax consequences of, certain features of the Program described in this Investor Handbook.

HESAA and the Program Manager intend to modify the Program from time to time in accordance with applicable federal tax
law and administrative guidance to maintain Program compliance with the requirements of Section 529. There can be no
assurance, however, that the IRS or any state tax regulator will agree that the Program, in its current form or as it may be
modified, satisfies the current and any future requirements of Section 529 or that, if challenged by the IRS or a state tax
regulator, the status of the Program as a qualified tuition program under Section 529 would be sustained in court. If the

Program as currently structured or as subsequently modified does not meet the requirements of Section 529 for any reason,
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the tax consequences to Account Owners, Third-Party Contributors and Beneficiaries are uncertain and it is possible that
Account Owners or Beneficiaries could become subject to taxes on undistributed earnings in their Accounts as well as to other
adverse tax consequences. In addition, changes in the law governing any of the federal or state tax consequences described in
this Investor Handbook might require material changes to the Program for the anticipated tax consequences to apply, or

might change the federal or state tax consequences from those described in this Investor Handbook.

None of the Program, the State, HESAA, the Division of Investment, the Investment Manager or any other party assumes any
responsibility for the tax treatment of any withdrawal from an Account or for the adequacy of the documentation obtained
and maintained by an Account Owner or Beneficiary to support favorable federal and state tax treatment. It is the
responsibility of the Account Owner and the Beneficiary to identify, obtain and retain such documentation. HESAA and the
Program Record-Keeper reserve the right to report the earnings components of all withdrawals from an Account without
characterizing the purpose of the withdrawals or the treatment of such earnings for federal or state income tax purposes,

except as may be required by applicable federal tax requirements. See “Tax Information” for more information.

Program Changes

HESAA may change the terms and conditions of the Program without the consent of the Account Owners or Beneficiaries to
the extent required to achieve or preserve the Program’s status as a “qualified tuition program” or to the extent otherwise
deemed necessary or appropriate by HESAA. Such changes may impose additional requirements on your participation in the
Program, limit the flexibility of the Program or otherwise change terms and conditions of the Program that you consider
important. Although the consent of the Account Owners or Beneficiaries to such changes is not required, if the Account
Owner does not wish to continue participating in the Program after such changes, under current law the Account Owner has
the ability to transfer the Account balance to another qualified tuition program through a rollover distribution. See
“Withdrawals — Non-Qualified Distributions — Rollover Distributions.”

Amount of and Inflation in Qualified Higher Education Expenses

Even if the balance in your Account has reached the Maximum Contribution Limit, the Account may not be sufficient to pay
the Beneficiary’s qualified higher education expenses. This could be the case if the Beneficiary attends Eligible Educational
Institutions at which the qualified higher education expenses of students for the period of attendance by the Beneficiary are
greater than the Maximum Contribution Limit plus the earnings thereon in the Account. In addition, the level of future
inflation in qualified higher education expenses is uncertain. In the recent past, qualified higher education expenses often have
grown at a rate which substantially exceeds the rate of return on many investments, including investments similar to the
Investment Options, as well as the rate of increase in the general cost of living. The rate of future increases in qualified higher
education expenses over any period could exceed the rate of investment return earned by any or all the Investment Options

over the corresponding periods.

Non-Use by Beneficiary of Account for Qualified Higher Education Expenses

If the Beneficiary of an Account (or any successor Beneficiary you may designate) does not apply for admission to attend any
Eligible Educational Institution, is not accepted for admission to an Eligible Educational Institution, does not achieve
satisfactory academic performance or is otherwise not permitted to continue to attend an Eligible Educational Institution, or
otherwise does not need all or a portion of the balance in the Account to pay for qualified higher education expenses then,
except in the case of a rollover distribution to an account in a qualified tuition program for a member of the family of the
Beneficiary, the earnings portion of amounts withdrawn from the Account would be subject to federal income tax and, unless
the withdrawal is due to the Beneficiary’s permanent disability or paid to the Beneficiary’s estate upon death of the Beneficiary,

a 10% additional federal income tax. State and local income taxes may also be applicable to the withdrawn earnings.
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Risks Related to llliquidity

Investment in the Program involves the risk of reduced liquidity of the amounts invested. The circumstances under which
funds may be withdrawn from the Account without a tax penalty are limited. See “Withdrawals” for further information
about these restrictions. Besides these restrictions, you may not assign or pledge any part of an Account as security for a loan

or otherwise.

Impact on Medicaid Eligibility and Other Non-Educational Benefits

Account Owners and Third-Party Contributors should be aware that ownership of an Account in the Program could have an
impact on eligibility for Medicaid and other federal and state non-educational benefits. Although the result may vary from
state to state, assets in your Account may be considered available assets for determining eligibility. You should consult

qualified financial and tax advisors for advice on your particular situation.

Alternative Investment Products

A variety of other savings and investment products are available to parents and other persons who wish to provide for the
future payment of tuition and other higher education costs for their children or other beneficiaries. There are substantial
differences in the structure, benefits, tax treatment, risks and liquidity provided by each such product, and the appropriateness
of any such product, and the relative benefits of investing in any particular product, may depend on the product, the individual,
the time frame and other factors. No assurance can be provided that the performance of investments in the Program in general
or for any specific Account Owner or Beneficiary will compare favorably with existing alternative savings and investment
products or ones that may be developed in the future. You may wish to consider other currently available and proposed

investment alternatives before establishing or making additional contributions to an Account and from time to time thereafter.

Fees and Expenses

Each of the mutual funds in which the Trust invests assets contributed under an Investment Option charges investment
management fees and other expenses. Those fees and expenses are taken into account in valuing the shares of the mutual
funds owned by the applicable Trust Portfolio, and accordingly, indirectly affect the investment return on amounts invested
under the applicable Investment Option. For the Stable Value 529 Portfolio, which currently invests significantly in mutual
fund shares wrapped by book value contracts and may invest in other financial instruments, certain investment advisory,

transactional, wrap agreement and custody fees may be assessed against the Trust Portfolio.

The investment return on contributions to an Account also will be affected by the Program management fee which is assessed
against the assets of each Trust Portfolio. The Program management fee is currently 40 basis points (0.40 percent) per annum
assessed daily against the assets of each Trust Portfolio. The Program management fee is used to pay for the services of FTDI,
Franklin Advisers and other FTDI subcontractors under the Services Agreement, as well as to pay HESAA for its services in

connection with the Program. The Program management fee is subject to change by HESAA.

In addition, investments made through the purchase of Class A Trust Shares, Class B Trust Shares or Class C Trust Shares are
subject to sales charges (including annual “trailing fees” and either initial sales charges or contingent deferred sales charges) as
described below. The contingent deferred sales charge imposed on certain withdrawals of amounts invested in an Account in
Class A, Class B or Class C during the periods described under “Fees and Expenses — Class A,” “Fees and Expenses — Class B”
and “Fees and Expenses — Class C” will be assessed in the case of all distributions, including Qualified Distributions and all
Non-Qualified Distributions, including Rollover Distributions, unless the Rollover Distribution is a direct transfer to another

Account in the Program invested in the same class of Trust Shares as the Account from which the distribution was made.
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Each Account is also subject to an annual Account maintenance fee that is currently $25. The annual Account fee is waived
for: (a) any Account with a balance of $25,000 or more (separate Accounts with the same Account Owner and Beneficiary
may be combined for this purpose); (b) Accounts to which contributions are made through an automatic investment plan (i.e.,
a written authorization by the Account Owner under which (i) FTDI effects automatic transfers of contributions to the
Account from the Account Owner’s checking or savings account in amounts and on a schedule pre-approved by the Account
Owner or (ii) contributions to the Account are made through a pre-approved payroll deduction program with the Account
Owner’s employer in amounts pre-approved by the Account Owner; to qualify for the Account fee waiver, the automatic
investment plan must be active on the Account at the time fee assessments are made); (¢) Accounts owned by, or the
Beneficiary of which is, a person who is either a New Jersey resident or who is the current beneficiary of an account in the
NJBEST 529 College Savings Plan; (d) Accounts owned by, or the Beneficiary of which is, a current or former employee of
Franklin Resources, Inc. or any of its subsidiaries and affiliates; and (e) Accounts established to distribute monies granted
from an approved scholarship funding program within the Franklin Templeton 529 College Savings Plan. The Account fee is
the same no matter the number of Investment Options under which the Account’s assets are invested. The Account
maintenance fee is assessed once each year. If the Account maintenance fee has not been assessed for the current calendar year
and the Account Owner has requested a withdrawal of the entire Account balance, the Account maintenance fee may be
assessed prior to the execution of the withdrawal. The fees and expenses charged by the Program, assessed against the assets
of a Trust Portfolio or charged by any mutual fund in which Trust Portfolio assets are invested, are subject to change at any

time without the consent of Account Owners.

Actions with Respect to the Stahle Value 529 Portfolio

The Program Manager and HESAA have each determined that low current rates of investment returns available for certain
types of investments of the Plan’s Stable Value 529 Portfolio (“Stable Value”) and the resulting potential effect on Stable
Value’s pursuit of its investment goal constitute an extenuating circumstance. HESAA and the Program Manager may, at their
discretion, take any and all actions, during any period or periods as they determine necessary (“Stable Value Actions”), in
seeking to prevent Stable Value from experiencing returns that are negative after the deduction of expenses and fees
(“Negative Returns”).

Stable Value Actions may include, without limitation and at the sole discretion of the Program Manager and HESAA, the
following:

(a) waivers of part or all of the Program management fee for any or all classes of shares of Stable Value; such waivers
may vary in amount and/or percentage or duration among the various classes of shares;

(b) waivers of part or all of the annual sales fee for any or all classes of shares of Stable Value; such waivers may vary
in amount and/or percentage or duration among the various classes of shares;

(c) waivers of part or all of initial or deferred sales charges for any or all classes of shares of Stable Value; such
waivers may vary in amount and/or percentage or duration among the various classes of shares;

(d) making capital contributions to Stable Value that may be allocated to one or more classes of shares of Stable
Value; and

(e) revision of selling commissions, ongoing sales fees and/or other amounts due, owing and/or paid by the Program
Manager and/or its affiliates to brokers and advisors with respect to Stable Value, which changes may vary in
amount and/or percentage or duration among the various classes of shares.

HESAA and the Program Manager have taken certain Stable Value actions during periods commencing on or after July 1, 2009,
and may continue to do so from time to time. HESAA and the Program Manager are under no obligation to take any Stable
Value Actions and may discontinue any or all Stable Value Actions at any time. Even if taken, Stable Value Actions may not

prevent Negative Returns.
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Any such Stable Value Actions will increase the performance of Stable Value, or of particular classes of shares of Stable Value,
relative to what it would be without such Stable Value Actions, and the discontinuation of such Stable Value Actions will
reduce the performance of Stable Value, or of particular classes of shares of Stable Value, relative to what it would be if such

Stable Value Actions were continued.

Considerations Relating to Classes A, B and C

Account Owners who are considering directing that contributions to their Accounts be applied to the purchase of Class A
Trust Shares, Class B Trust Shares (available only to Account Owners exchanging Class B Trust Shares in a different Trust
Portfolio that were acquired prior to April 1,2012) or Class C Trust Shares (referred to herein as contributions under Class
A, Class B or Class C) should take into consideration the age of the Beneficiary, the period of time during which such
contribution is likely to remain invested in the Account and the charges and fees applicable to each structure, including any
available waiver or reduction of the initial sales charge for Class A Trust Shares. While a variety of factors may influence the
relative impact of the fees and charges imposed under each fee structure on the investment return on contributions to an
Account, as a general matter Class A or Class B may be more cost-effective than Class C for longer-term investments, Class C
may be more cost-effective than Class A or Class B for shorter-term investments, and, if the transaction qualifies for a waiver
of the initial sales charge on Class A Trust Shares, Class A is more cost-effective than Class B or Class C. Please consult with
your Financial Advisor as to the fee structure that may be most appropriate for you in light of the anticipated duration of the
investment and any available waiver or reduction of the initial sales charge on Class A Trust Shares. Please note that, as
described under the heading “Class A” below, contributions resulting from a direct rollover of assets from another qualified
tuition program are eligible for a waiver of the initial sales charge on Class A Trust Shares (a “Rollover Waiver”), but that
such waiver of the initial sales charge is available only if: (i) the Financial Advisor through which the Trust Shares are
purchased has informed FTDI of its election to participate in the offering of Class A Trust Shares with a Rollover Waiver; or
(ii) the rollover is to an Account established with FTDI without use of a third-party Financial Advisor. If you are considering

such a rollover, you should consult with your Financial Advisor as to the availability of a waiver of the initial sales charge.

Please note that all contributions to an Account must be invested under the same class. Accordingly, once you select a
particular class for an Account, you will be required to open a new Account if you subsequently decide to make contributions

under a different Class.

Account Owners may direct that contributions to their Accounts be applied to the purchase of Class C Trust Shares only for
Accounts for which they have appointed a Financial Advisor of record. Account Owners who have not appointed a Financial
Advisor of record for Accounts already investing in Class C Trust Shares may not make additional contributions to those
Accounts.

All contributions directed to Accounts investing in Class B Trust Shares, or to Accounts investing in Class C Trust Shares that

do not have a Financial Advisor of record, will be returned to the Account Owner pending further instruction.
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Fees and Expenses Chart

Class A
Annual Asset-Based Fees Additional Investor Expenses
Estimated Program Annual Total Annual Maximum Maximum Annual Account
Underlying Fund [ Management Sales Asset-Based Initial Deferred Maintenance

Investment Option Expenses' Fee Fee Fees? Sales Charge® | Sales Charge* Fee’
Objective-Based Asset Allocations
Founding Funds 529 Portfolio 0.67% 0.40% 0.25% 1.32% 5.75% None $25
Corefolio® 529 Portfolio 0.77% 0.40% 0.25% 1.42% 5.75% None $25
Growth 529 Portfolio 0.84% 0.40% 0.25% 1.49% 5.75% None $25
Growth & Income 529 Portfolio 0.75% 0.40% 0.25% 1.40% 5.75% None $25
Income 529 Portfolio 0.62% 0.40% 0.25% 1.27% 4.25% None $25
Growth Age-Based Asset
Allocations
Newborn — 8 years 0.85% 0.40% 0.25% 1.50% 5.75% None $25
Age 9 — 12 years 0.76% 0.40% 0.25% 1.41% 5.75% None $25
Age 13 — 16 years 0.68% 0.40% 0.25% 1.33% 5.75% None $25
Age 17+ years 0.66% 0.40% 0.25% 1.31% 5.75% None $25
Moderate Age-Based Asset
Allocations
Newborn — 8 years 0.66% 0.40% 0.25% 1.31% 5.75% None $25
Age 9 — 12 years 0.68% 0.40% 0.25% 1.33% 5.75% None $25
Age 13 — 16 years 0.59% 0.40% 0.25% 1.24% 5.75% None $25
Age 17+ years 0.72% 0.40% 0.25% 1.37% 5.75% None $25
Conservative Age-Based Asset
Allocations
Newborn — 8 years 0.75% 0.40% 0.25% 1.40% 5.75% None $25
Age 9 — 12 years 0.61% 0.40% 0.25% 1.26% 5.75% None $25
Age 13 — 16 years 0.48% 0.40% 0.25% 1.13% 5.75% None $25
Age 17+ years 0.12% 0.40% 0.25% 0.77% 5.75% None $25
Individual Portfolios
Global:

Templeton Growth 529 Portfolio 0.83% 0.40% 0.25% 1.48% 5.75% None $25
Growth:

Franklin Growth 529 Portfolio 0.68% 0.40% 0.25% 1.33% 5.75% None $25

Franklin Small-Mid Cap Growth 0.74% 0.40% 0.25% 1.39% 5.75% None $25

529 Portfolio
Value:

Mutual Shares 529 Portfolio 0.86% 0.40% 0.25% 1.51% 5.75% None $25
Income:

Franklin Income 529 Portfolio 0.48% 0.40% 0.25% 1.13% 4.25% None $25

Stable Value 529 Portfolio® 0.35% 0.33% 0.00% 0.68% 4.25% None $25
Index Style:

S&P 500 Index 529 Portfolio 0.20% 0.20% 0.25% 0.85% 5.75% None $25
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Class B’
Annual Asset-Based Fees Additional Investor Expenses
Estimated Program Annual Total Annual Maximum Maximum Annual Account
Underlying Fund | Management Sales Asset-Based Initial Deferred Maintenance

Investment Option Expenses' Fee Fee Fees? Sales Charge Sales Charge® Fee®
Objective-Based Asset Allocations
Founding Funds 529 Portfolio 0.67% 0.40% 1.00% 2.07% None 4.00% $25
Corefolio® 529 Portfolio 0.77% 0.40% 1.00% 2.17% None 4.00% $25
Growth 529 Portfolio 0.84% 0.40% 1.00% 2.24% None 4.00% $25
Growth & Income 529 Portfolio 0.75% 0.40% 1.00% 2.15% None 4.00% $25
Income 529 Portfolio 0.62% 0.40% 1.00% 2.02% None 4.00% $25
Growth Age-Based Asset
Allocations
Newborn — 8 years 0.85% 0.40% 1.00% 2.25% None 4.00% $25
Age 912 years 0.76% 0.40% 1.00% 2.16% None 4.00% $25
Age 13 — 16 years 0.68% 0.40% 1.00% 2.08% None 4.00% $25
Age 17+ years 0.66% 0.40% 1.00% 2.06% None 4.00% $25
Moderate Age-Based Asset
Allocations
Newborn — 8 years 0.66% 0.40% 1.00% 2.06% None 4.00% $25
Age 9— 12 years 0.68% 0.40% 1.00% 2.08% None 4.00% $25
Age 13 — 16 years 0.59% 0.40% 1.00% 1.99% None 4.00% $25
Age 17+ years 0.72% 0.40% 1.00% 2.12% None 4.00% $25
Conservative Age-Based Asset
Allocations
Newborn — 8 years 0.75% 0.40% 1.00% 2.15% None 4.00% $25
Age 912 years 0.61% 0.40% 1.00% 2.01% None 4.00% $25
Age 13 — 16 years 0.48% 0.40% 1.00% 1.88% None 4.00% $25
Age 17+ years 0.12% 0.40% 1.00% 1.52% None 4.00% $25
Individual Portfolios
Global:

Templeton Growth 529 Portfolio 0.83% 0.40% 1.00% 2.23% None 4.00% $25
Growth:

Franklin Growth 529 Portfolio 0.68% 0.40% 1.00% 2.08% None 4.00% $25

Franklin Small-Mid Cap Growth 0.74% 0.40% 1.00% 2.14% None 4.00% $25

529 Portfolio
Value:

Mutual Shares 529 Portfolio 0.86% 0.40% 1.00% 2.26% None 4.00% $25
Income:

Franklin Income 529 Portfolio 0.48% 0.40% 1.00% 1.88% None 4.00% $25

Stable Value 529 Portfolio® 0.45% 0.40% 0.00% 0.85% None 4.00% $25
Index Style:

S&P 500 Index 529 Portfolio®® 0.20% 0.40% 1.00% 1.60% None 4.00% $25
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Class C
Annual Asset-Based Fees Additional Investor Expenses
Estimated Program Annual Total Annual Maximum Maximum Annual Account
Underlying Fund | Management Sales Asset-Based Initial Deferred Maintenance

Investment Option Expenses' Fee Fee Fees? Sales Charge Sales Charge® Fee®
Objective-Based Asset Allocations
Founding Funds 529 Portfolio 0.67% 0.40% 1.00% 2.07% None 1.00% $25
Corefolio® 529 Portfolio 0.77% 0.40% 1.00% 2.17% None 1.00% $25
Growth 529 Portfolio 0.84% 0.40% 1.00% 2.24% None 1.00% $25
Growth & Income 529 Portfolio 0.75% 0.40% 1.00% 2.15% None 1.00% $25
Income 529 Portfolio 0.62% 0.40% 1.00% 2.02% None 1.00% $25
Growth Age-Based Asset
Allocations
Newborn — 8 years 0.85% 0.40% 1.00% 2.25% None 1.00% $25
Age 912 years 0.76% 0.40% 1.00% 2.16% None 1.00% $25
Age 13 — 16 years 0.68% 0.40% 1.00% 2.08% None 1.00% $25
Age 17+ years 0.66% 0.40% 1.00% 2.06% None 1.00% $25
Moderate Age-Based Asset
Allocations
Newborn — 8 years 0.66% 0.40% 1.00% 2.06% None 1.00% $25
Age 9— 12 years 0.68% 0.40% 1.00% 2.08% None 1.00% $25
Age 13 — 16 years 0.59% 0.40% 1.00% 1.99% None 1.00% $25
Age 17+ years 0.72% 0.40% 1.00% 2.12% None 1.00% $25
Conservative Age-Based Asset
Allocations
Newborn — 8 years 0.75% 0.40% 1.00% 2.15% None 1.00% $25
Age 912 years 0.61% 0.40% 1.00% 2.01% None 1.00% $25
Age 13 — 16 years 0.48% 0.40% 1.00% 1.88% None 1.00% $25
Age 17+ years 0.12% 0.40% 1.00% 1.52% None 1.00% $25
Individual Portfolios
Global:

Templeton Growth 529 Portfolio 0.83% 0.40% 1.00% 2.23% None 1.00% $25
Growth:

Franklin Growth 529 Portfolio 0.68% 0.40% 1.00% 2.08% None 1.00% $25

Franklin Small-Mid Cap Growth 0.74% 0.40% 1.00% 2.14% None 1.00% $25

529 Portfolio
Value:

Mutual Shares 529 Portfolio 0.86% 0.40% 1.00% 2.26% None 1.00% $25
Income:

Franklin Income 529 Portfolio 0.48% 0.40% 1.00% 1.88% None 1.00% $25

Stable Value 529 Portfolio® 0.45% 0.40% 0.00% 0.85% None 1.00% $25
Index Style:

S&P 500 Index 529 Portfolio®® 0.20% 0.40% 1.00% 1.60% None 1.00% $25
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1. For registered mutual funds, based on most recent fiscal annual or semi-annual period reported upon in the applicable fund’s most recent financial statements that were publicly available
by December 31, 2011, and for Investment Options invested in multiple registered mutual funds, based on a weighted average of each fund’s expense ratio, in accordance with the Investment
Option’s average monthly asset allocation among the applicable funds. Underlying fund expenses will vary and in some cases have been, and may from time to time be, reduced by fee and expense
waivers or reimbursements, which may be ended at any time, increasing future expenses.

2. This total is assessed against assets over the course of the year and does not include sales charges or account maintenance fees. Refer to the table below that shows the total assumed costs
of a $10,000 investment over various periods of time.

3. See table entitled “Contribution Impact on Initial Sales Charges under Class A” below.
4. There is a contingent deferred sales charge that applies to investments of $1 million or more. See “Fees and Expenses — Class A.”
5. The annual account maintenance fee is waived for certain types of accounts. See last introductory paragraph to “Fees and Expenses” section above, for more information.

6. For the Stable Value 529 Portfolio, the current Estimated Underlying Fund Expenses include 0.25% in estimated underlying fund expenses and 0.10% in sub-advisory fees paid to Dwight Asset
Management, Inc. Because the Stable Value 529 Portfolio may invest in securities other than mutual funds, it may from time to time incur other expenses, such as investment advisory fees,
which could impact its total annual asset-based fees. Stable Value Actions taken beginning in July 2009 (see, “Actions with Respect to the Stable Value 529 Portfolio,” above) have reduced
certain expenses of Stable Value, or of particular classes of shares of Stable Value, relative to what they would have been without such Stable Value Actions, and any discontinuation of such
Stable Value Actions will increase the expenses of Stable Value, or of particular classes of shares of Stable Value, relative to what they would be if such Stable Value Actions were continued.
Without the effect of Stable Value Actions, the Total Annual Asset Based Fees would be Class A 1.10% and Classes B and C 1.85%.

7. After 8 years, these Trust Shares convert to Class A Trust Shares.

8. The contingent deferred sales charge declines to 3% after 3 years, 2% after 5 years, and 1% after 6 years. The contingent deferred sales charge is 0% after 7 years. Also see the “Approximate
Cost of a $10,000 Investment” table below.

9. This charge applies to Trust Shares redeemed in connection with a withdrawal during the first 12 months after the investment.

10 The portfolio invests in the JP Morgan Equity Index Fund; the investment advisor, administrator and distributor of that fund (the “Service Providers”) have contractually agreed to waive fees
and/or reimburse expenses to the extent that total annual operating expenses (excluding acquired fund fees and expenses, dividend expenses relating to short sales, interest, taxes and expenses
related to litigation and potential litigation, and extraordinary expenses and expenses related to the Board of Trustees’ deferred compensation plan) exceed the expense cap of the average daily
net assets through the expense cap expiration date. This contract continues through that date, at which time the Service Providers will determine whether or not to renew or revise it. If such
fees and expenses are no longer waived or reimbursed, then expenses of the fund, and of the plan portfolio, may be higher than those shown.

The following table compares the approximate cost of investing in the different classes within the Plan over different periods

of time. Your actual cost may be higher or lower. The table is based on the following assumptions:

e A $10,000 investment invested for the time periods shown.
* A 5% annually compounded rate of return on the net amount invested throughout the period.

¢ The proceeds of all Trust Shares that are assumed to be redeemed for the purpose of a distribution at the end of the
period shown are used for qualified higher education expenses (the table does not consider the impact of any potential

state or federal taxes on the redemption).
e Total annual asset-based fees remain the same as those shown in the tables above.
¢ Expenses for each Investment Option do not include the annual account maintenance fee of $25.

e The investor pays the maximum applicable initial sales charge (without regard to possible breakpoints or any contingent
deferred sales charges) in Class A and any contingent deferred sales charges applicable to Trust Shares invested for the

applicable periods in Classes B and C.

e In the case of the ten-year investment period, the annual costs shown for Class B assume Trust Shares are converted to

the Class A after 8 years.
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Approximate Cost of a $10,000 Investment

One Year Three Years

Class A B' B? C C? A B' B? c! c?
Investment Option
Objective-Based Asset Allocations
Founding Funds 529 Portfolio $702 $610 $210 $310 $210 $969 $949 $649 $649 $649
Corefolio® 529 Portfolio $711 $620 $220 $320 $220 $998 $979 $679 $679 $679
Growth 529 Portfolio $718 $627 $227 $327 $227 $1,019 $1,000 $700 $700 $700
Growth & Income 529 Portfolio $709 $618 $218 $318 $218 $993 $973 $673 $673 $673
Income 529 Portfolio $549 $605 $205 $305 $205 $811 $934 $634 $634 $634
Growth Age-Based Asset Allocations
Newborn — 8 years $719 $628 $228 $328 $228 $1,022 $1,003 $703 $703 $703
Age 912 years $710 $619 $219 $319 $219 $996 $976 $676 $676 $676
Age 13— 16 years $703 $611 $211 $311 $211 $972 $952 $652 $652 $652
Age 17+ years $701 $609 $209 $309 $209 $966 $946 $646 $646 $646
Moderate Age-Based Asset
Allocations
Newborn — 8 years $701 $609 $209 $309 $209 $966 $946 $646 $646 $646
Age 9 — 12 years $703 $611 $211 $311 $211 $972 $952 $652 $652 $652
Age 13 — 16 years $694 $602 $202 $302 $202 $946 $924 $624 $624 $624
Age 17+ years $706 $615 $215 $315 $215 $984 $964 $664 $664 $664
Conservative Age-Based Asset
Allocations
Newborn — 8 years $709 $618 $218 $318 $218 $993 $973 $673 $673 $673
Age 912 years $696 $604 $204 $304 $204 $952 $930 $630 $630 $630
Age 13— 16 years $684 $591 $191 $291 $191 $913 $891 $591 $591 $591
Age 17+ years $649 $555 $155 $255 $155 $807 $780 $480 $480 $480
Individual Portfolios
Global:

Templeton Growth 529 Portfolio $717 $626 $226 $326 $226 $1,016 $997 $697 $697 $697
Growth:

Franklin Growth 529 Portfolio $703 $611 $211 $311 $211 $972 $952 $652 $652 $652

Franklin Small-Mid Cap Growth

529 Portfolio $708 $617 $217 $317 $217 $990 $970 $670 $670 $670
Value:

Mutual Shares 529 Portfolio $720 $629 $229 $329 $229 $1,025 $1,006 $706 $706 $706
Income:

Franklin Income 529 Portfolio $535 $591 $191 $291 $191 $769 $891 $591 $591 $591

Stable Value 529 Portfolio® $532 $588 $188 $288 $188 $759 $881 $581 $581 $581
Index Style:

S&P 500 Index 529 Portfolio $657 $563 $163 $263 $163 $831 $805 $505 $505 $50
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Five Years Ten Years
Class A B! B? c' (K A B' B? c' G2
Investment Option

Objective-Based Asset Allocations

Founding Funds 529 Portfolio $1,257 $1,314 $1,114 $1,114 $1,114 $2,074 $2,208 $2,208 $2,400 $2,400
Corefolio® 529 Portfolio $1,307 $1,364 $1,164 $1,164 $1,164 $2,179 $2,313 $2,313 $2,503 $2,503
Growth 529 Portfolio $1,341 $1,400 $1,200 $1,205 $1,200 $2,252 $2,386 $2,386 $2,575 $2,575
Growth & Income 529 Portfolio $1,297 $1,354 $1,154 $1,154 $1,154 $2,158 $2,292 $2,292 $2,483 $2,483
Income 529 Portfolio $1,092 $1,288 $1,088 $1,088 $1,088 $1,894 $2,155 $2,155 $2,348 $2,348
Growth Age-Based Asset Allocations
Newborn — 8 years $1,346 $1,405 $1,205 $1,205 $1,205 $2,263 $2,396 $2,396 $2,585 $2,585
Age 9 — 12 years $1,302 $1,359 $1,159 $1,159 $1,159 $2,169 $2,303 $2,303 $2,493 $2,493
Age 13 — 16 years $1,262 $1,319 $1,119 $1,119 $1,119 $2,084 $2,219 $2,219 $2,410 $2,410
Age 17+ years $1,252 $1,308 $1,108 $1,108 $1,108 $2,063 $2,197 $2,197 $2,390 $2,390
Moderate Age-Based Asset
Allocations
Newborn — 8 years $1,252 $1,308 $1,108 $1,108 $1,108 $2,063 $2,197 $2,197 $2,390 $2,390
Age 9— 12 years $1,262 $1,319 $1,119 $1,119 $1,119 $2,084 $2,219 $2,219 $2,410 $2,410
Age 13 — 16 years $1,217 $1,273 $1,073 $1,073 $1,073 $1,989 $2,123 $2,123 $2,317 $2,317
Age 17+ years $1,282 $1,339 $1,139 $1,139 $1,139 $2,127 $2,261 $2,261 $2,452 $2,452
Conservative Age-Based Asset
Allocations
Newborn — 8 years $1,297 $1,354 $1,154 $1,154 $1,154 $2,158 $2,292 $2,292 $2,483 $2,483
Age 9 — 12 years $1,227 $1,283 $1,083 $1,083 $1,083 $2,010 $2,144 $2,144 $2,338 $2,338
Age 13 — 16 years $1,161 $1,216 $1,016 $1,016 $1,016 $1,871 $2,005 $2,005 $2,201 $2,201
Age 17+ years $978 $1,029 $829 $829 $829 $1,474 $1,610 $1,610 $1,813 $1,813
Individual Portfolios
Global:

Templeton Growth 529 Portfolio $1,336 $1,395 $1,195 $1,195 $1,195 $2,242 $2,376 $2,376 $2,565 $2,565
Growth:

Franklin Growth 529 Portfolio $1,262 $1,319 $1,119 $1,119 $1,119 $2,084 $2,219 $2,219 $2,410 $2,410

Franklin Small-Mid Cap Growth

529 Portfolio $1,292 $1,349 $1,149 $1,149 $1,149 $2,148 $2,282 $2,282 $2,472 $2,472
Value:

Mutual Shares 529 Portfolio $1,351 $1,410 $1,210 $1,210 $1,210 $2,273 $2,407 $2,407 $2,595 $2,595
Income:

Franklin Income 529 Portfolio $1,021 $1,216 $1,016 $1,016 $1,016 $1,741 $2,005 $2,005 $2,201 $2,201

Stable Value 529 Portfolio® $1,004 $1,199 $999 $999 $999 $1,704 $1,969 $1,969 $2,165 $2,165
Index Style:

S&P 500 Index 529 Portfolio $1,019 $1,071 $871 $871 $871 $1,564 $1,699 $1,699 $1,900 $1,900

1. Assumes redemption at the end of the period.
2. Assumes no redemption at the end of the period.

3. Stable Value Actions taken beginning in July 2009 (see, “Actions with Respect to the Stable Value 529 Portfolio” under “Fees and Expenses,” above) have reduced the cost a $10,000 Investment
in Stable Value, or of particular classes of shares of Stable Value, relative to what it would be without such Stable Value Actions, and the discontinuation of such Stable Value Actions will increase
the cost a $10,000 Investment in Stable Value, or of particular classes of shares of Stable Value, relative to what it would be if such Stable Value Actions were continued.
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Class A

If you select Class A, generally you will pay a sales charge at the time of your contribution (the “initial sales charge”).

As detailed in the overview chart above, the maximum amount of the initial sales charge is 5.75% for all of the Investment
Options, except that a maximum initial sales charge of 4.25% applies to the Income 529 Portfolio, the Franklin Income
529 Portfolio and the Franklin Stable Value 529 Portfolio. Lower initial sales charges apply for larger purchases in the case
of all Investment Options under Class A, as shown in the table below. The initial sales charge is included in the price that
you pay for the Trust Shares you acquire when you make your contribution. The initial sales charge is paid to FIDI, which

in turn compensates Financial Advisors as described below under “Fees Payable by FTDI to Financial Advisors.”

In addition, the portion of the applicable Trust Portfolio attributable to Trust Shares purchased under Class A is subject to an
ongoing “trailing fee” (or “sales fee”) of 0.25% per annum of the aggregate average daily NAV of such portion of the Trust
Portfolio. The purpose of the sales fee is to pay for the distribution of Trust Shares and servicing of Accounts. The sales fee is
accrued daily and paid quarterly to the Program Manager. The Program Manager pays some portion or the entire amount
received to others, such as your Financial Advisor, that provide distribution and related services. The sales fee is not deducted
from your Account. Rather, it is an expense of the relevant Trust Portfolio that correspondingly reduces the value of the

applicable Trust Shares. Accounts established under Class A are not subject to a contingent deferred sales charge.

Contribution Impact on Initial Sales Charges under Class A

Income 529 Portfolio
Franklin Income 529 Portfolio
and Stable Value 529 Portfolio

the sales charge makes up which equals this %
when you invest this amount this % of the offering price’ of your net investment'
Under $100,000 4.25 4.44
$100,000 but under $250,000 3.50 3.63
$250,000 but under $500,0007 2.50 2.56
$500,000 but under $1 million? 2.00 2.04
$1 million and above? 0.00 0.00

All Other Trust Portfolios

the sales charge makes up which equals this %
when you invest this amount this % of the offering price’ of your net investment'
Under $50,000 5.75 6.10
$50,000 but under $100,000 4.50 471
$100,000 but under $250,000 3.50 3.63
$250,000 but under $500,0002 2.50 2.56
$500,000 but under $1 million? 2.00 2.04
$1 million and above? 0.00 0.00

1 The dollar amount of the sales charge is the difference between the offering price of the Trust Shares purchased (which factors in the applicable sales charge in this table) and the net asset
value of those Trust Shares. Since the offering price is calculated to two decimal places using standard rounding criteria, the number of Trust Shares purchased and the dollar amount of the
sales charge as a percentage of the offering price and of your net investment may be higher or lower depending on whether there was a downward or upward rounding.

2 Amounts in excess of Maximum Contribution Limit applicable only in connection with exercise of Cumulative Quantity Discounts for Accounts with different Beneficiaries. See “Cumulative
Quantity Discounts and Reduced Initial Sales Charges for Trust Shares Purchased Under Class A.”
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The reduced initial sales charges for aggregate contributions to one or more Accounts under Class A shall apply if the
Program Manager is notified at the time a contribution is made that the contribution qualifies for the reduced initial sales
charge on the basis of previous or current contributions to one or more Accounts. The reduced initial sales charge will be
granted upon confirmation of the aggregate contributions to the applicable Account or Accounts. Such reduced initial sales
charges generally are not retroactive to contributions made prior to the contribution that qualifies for the applicable reduced
initial sales charge. See “Cumulative Quantity Discounts and Reduced Initial Sales Charges for Trust Shares Purchased under

Class A” below for a description of when reduced initial sales charges may apply.

The Account Owner also may purchase Class A Trust Shares at a reduced initial sales charge by completing a letter of intent
(“LOI”). An LOT is a commitment by the Account Owner that a specified dollar amount will be invested in the Account during
a 13-month period. The amount the Account Owner agrees to invest determines the applicable initial sales charge. If the
Account Owner invests the committed amount within the applicable period, the applicable initial sales charge will be the same
as would be applicable if the entire amount that the Account Owner agreed to invest were invested at the same time. See
“Contribution Impact on Initial Sales Charges under Class A” above. By requesting a LOIL, the Account Owner acknowledges

and agrees to the following:

e If the Account Owner does not fulfill the terms of the LOI, the applicable waiver of the otherwise applicable initial sales
charges will be revoked and the unpaid balance of the fee assessed to the Account, unless otherwise paid by the Account

Owner within 20 days of written notice.

e If an Account Owner directs a distribution from the Account before the terms of the LOI are fulfilled and, as a result of
such distribution, a balance that is less than 5% of the aggregate value of Trust Shares to which the LOI at any prior time
applied would remain in the Account, the applicable waiver of the otherwise applicable initial sales charges will be revoked
and the unpaid balance of the fee assessed to the Account and to the redeemed Trust Shares prior to distribution, unless

otherwise paid by the Account Owner within 20 days of written notice.

Upon execution of an LOI for an Account, Class A Trust Shares may be purchased for such Account at the reduced initial

sales charge applicable to the investment amount specified in the LOL

If the amount of total purchases of Class A Trust Shares, during the applicable period is less than the amount specified in the
LOI, the initial sales charge will be adjusted upward, depending on the actual net amount of such purchases during such
period. In such event, the Account Owner will be required to send the Program Manager an amount equal to the difference
between (x) the aggregate amount of initial sales charges that would have applied, without regard to the LOI, to the total net
purchases under the applicable Investment Option(s) to which the LOI applied if all transactions within the applicable period
had been made at one time and (y) the aggregate dollar amount of initial sales charges actually paid during such period. If
within 20 days after written request this difference in the amount of initial sales charges due is not paid, the Account and, as

applicable, any withheld distribution, will be assessed to pay the amount due, as described above.

The contingent deferred sales charge under Class A does not apply to withdrawals: (a) used to pay annual Account fees; (b)
resulting from liquidation of your Account for failure to meet minimum contribution requirements; and (c) due to the death

or permanent disability of the Beneficiary.

A contingent deferred sales charge of 0.75% is applicable to Class A Trust Shares of the Income 529 Portfolio, Franklin
Income 529 Portfolio and Stable Value 529 Portfolio purchased without an initial sales charge and redeemed within

18 months of purchase.

The initial sales charge under Class A does not apply to: (a) contributions resulting from a direct transfer of assets from a
Franklin Templeton mutual fund if the assets represent the proceeds of shares on which a sales charge was paid; (b)

contributions resulting from a direct rollover of assets from another qualified tuition program if (i) the Financial Advisor
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through which the Trust Shares are purchased has informed FTDI of its election to participate in the offering of Class A Trust
Shares with a Rollover Waiver; or (ii) the rollover is to an Account established with FTDI without use of a third-party Financial
Advisor; (c) contributions by current and former officers, trustees, directors and full-time employees of Franklin Templeton
Investments, and their family members, consistent with then-current policies; (d) contributions by individuals or entities that
have entered into an investment advisory agreement with Fiduciary Trust Company International or one of its subsidiaries; (e)
contributions by employees of a broker-dealer that has entered into a selling agreement with FTDI and their family members; (f)
contributions to an Account when the Financial Advisor on the Account is a registered investment adviser and has entered into
an asset-based fee arrangement with the Account Owner; and (g) buying Trust Shares using the redemption proceeds from the
sale of Trust Shares, if that purchase occurs within 90 days of the sale and as described under “Temporary Waiver Privilege”
below. Shares purchased with the proceeds from a money market fund or from Class A shares of a Franklin Templeton mutual
fund without an initial sales charge may be subject to a sales charge. The Program Manager reserves the right to modify or

terminate any of the above waivers of the initial sales charge on Class A Trust Shares at any time.

Class B

Class B Trust Shares are limited to Class B Trust Shares owned by an Account Owner prior to April 1, 2012 or issued upon
an exchange of such Class B Trust Shares for Class B Trust Shares in a different Trust Portfolio. New or additional

investments in Class B Trust Shares, including by existing owners of Class B Trust Shares, are not permitted.

Existing owners of Class B Trust Shares may exchange such Class B Trust Shares of any Trust Portfolio for Class B Trust
Shares of any other Trust Portfolio to the extent permitted by the exchange privileges set forth in this Investor Handbook,

which are subject to modification or elimination.

Class B Trust Shares are subject to a contingent deferred sales charge upon a withdrawal from an Account, other than in
connection with a direct Rollover Distribution to another Account invested under Class B, within six years after the Trust
Shares redeemed in connection with such withdrawal were purchased. For this purpose, withdrawals of amounts invested
under a particular Investment Option will be treated as paid first from the redemption of Trust Shares held for more than six
years, followed by Trust Shares held longest during the six-year period. The contingent deferred sales charge is assessed
against the lesser of the NAV at the time of purchase of the Trust Shares being redeemed or the NAV of such Trust Shares at
the time of redemption. The maximum contingent deferred sales charge is 4%. Contingent deferred sales charges decrease on

a percentage basis the longer the contribution remains invested.

In addition, the portion of the applicable Trust Portfolio attributable to Trust Shares purchased under Class B is subject to an
ongoing sales fee of 1.00% per annum of the aggregate average daily NAV of such portion of the Trust Portfolio. The purpose
of the sales fee is to pay for the distribution of Trust Shares and servicing of Accounts. The sales fee is accrued daily and paid
quarterly to the Program Manager. The Program Manager pays some portion or all of the amount received to others, such as
your Financial Advisor, that provide distribution and related services. The sales fee is not deducted from your Account.
Rather, it is an expense of the relevant Trust Portfolio that correspondingly reduces the value of the applicable Trust Shares.
After approximately eight years, Trust Shares purchased under Class B will automatically convert into Class A Trust Shares,

and will thereafter be subject to the lower ongoing sales fee applicable to Class A. See “Class A.”

The contingent deferred sales charge under Class B does not apply to withdrawals: (a) used to pay annual Account fees; (b)
resulting from liquidation of your Account for failure to meet minimum contribution requirements; and (c) due to the death

or permanent disability of the Beneficiary.
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Class C

If you select Class C, you will not pay an initial sales charge. You will, however, pay a contingent deferred sales charge if you
withdraw any contribution within 12 months after you make it. The contingent deferred sales charge is 1.00% of the lesser of
the NAV at the time of purchase of the Trust Shares being redeemed or the NAV of such Trust Shares at the time of redemption.

As there is no initial sales charge, the entire amount of your contribution is invested.

In addition the portion of the applicable Trust Portfolio attributable to Trust Shares purchased under Class C is subject to an
ongoing sales fee of 1.00% per annum of the aggregate average daily NAV of such portion of the Trust Portfolio. The purpose
of the sales fee is to pay for the distribution of Trust Shares and servicing of Accounts. The sales fee is accrued daily and paid
quarterly to the Program Manager. The Program Manager pays some portion or all of the amount received to others, such as
your Financial Advisor, that provide distribution and related services. The sales fee is not deducted from your Account.
Rather, it is an expense of the relevant Trust Portfolio that correspondingly reduces the value of the applicable Trust Shares.

Unlike Trust Shares purchased under Class B, Trust Shares purchased under Class C do not convert into another class.

The contingent deferred sales charge under Class C does not apply to withdrawals: (a) used to pay annual Account fees; (b)
resulting from liquidation of your Account for failure to meet minimum contribution requirements; and (c) due to the death

or permanent disability of the Beneficiary.

Cumulative Quantity Discounts and Reduced Initial Sales Charges for Trust Shares Purchased under Class A

Cumulative Quantity Discounts permit certain Account Owners to combine their aggregate contributions to Accounts under
the Program as well as holdings of certain unrelated mutual fund shares described below to reduce the initial sales charge
under Class A. Although Cumulative Quantity Discounts do not affect sales charges on contributions made under Class B and
Class C, contributions to eligible Accounts established under Class B and Class C may be taken into account for purposes of

reducing initial sales charges on subsequent contributions under Class A.

There are two situations in which an Account Owner, or more than one Account Owner, may be eligible to reduce the Class A
initial sales charge applicable to contributions by combining, for the purposes of assessment of such charge, the aggregate
contributions to different Accounts. The first situation is when an Account Owner establishes separate Accounts for the same
or different Beneficiaries. The second situation is when a married couple or domestic partners, as recognized by applicable
state law, are Account Owners of separate Accounts. In each of these two situations, contributions to the Accounts involved

may be aggregated for purposes of assessment of the initial sales charge.

Account Owners may own directly, separate from the Program, shares of mutual funds affiliated with Franklin Templeton
Investments (“Franklin Templeton Funds”). If an Account Owner owns shares of a Franklin Templeton Fund that are
“cumulative quantity discount eligible shares” as defined in the prospectus for such Franklin Templeton Fund, the Account
Owner can combine the value of such shares with the value of Trust Shares that are eligible for purposes of the Cumulative
Quantity Discount applicable to Class A Trust Shares (described above) for purposes of assessment of the Class A initial sales

charge—potentially reducing that initial sales charge.

The value of eligible Trust Shares and of Franklin Templeton Fund cumulative quantity discount eligible shares for purposes
of the Cumulative Quantity Discount equals the cost or current value of those shares. The current value of Trust Shares or
Franklin Templeton Fund shares is determined by multiplying the number of such shares by their highest current public
offering price. You should retain any records necessary to substantiate historical share costs because your current Financial

Advisor may not have or maintain this information.
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If there are Cumulative Quantity Discount eligible Trust Shares or Franklin Templeton Fund cumulative quantity discount
eligible shares that would qualify for combining with your current purchase and you do not tell your current Financial
Advisor at the time of your current purchase or any future purchase, you may not receive the benefit of a reduced sales charge

that might otherwise be available.

FTDI reserves the right to waive the initial sales charge under Class A for certain categories of Account Owners and certain

categories of transactions.

Temporary Waiver Privilege

If you sell Trust Shares, you may use all or a portion of the proceeds from that sale to buy Trust Shares within 90 days of the
sale without an initial sales charge. This privilege (the “Temporary Waiver Privilege”) does not apply to a purchase of Trust
Shares made through a regularly scheduled automatic investment plan such as a purchase by a regularly scheduled payroll

deduction or transfer from a bank account.

In order to take advantage of this Temporary Waiver Privilege, you must inform your Financial Advisor of your eligibility to
exercise this privilege at the time of your investment. With the exception of Class B Trust Shares, the Trust Share Class
purchased with the proceeds from previously sold Trust Shares must match the Trust Share class of the previously sold Trust
Shares, provided that you have appointed a Financial Advisor of record at the time of the new purchase. If you have not
appointed a Financial Advisor of record at the time of the new purchase, the proceeds from the previously sold Trust Shares

may only be used to purchase Class A Trust Shares.

If a contingent deferred sales charge was paid at the time of sale of Class B Trust Shares or Class C Trust Shares and the
purchase amount is invested in Class A Trust Shares at net asset value, you will not be credited with any contingent deferred
sales charge paid at the time of sale. In the case of a sale of Class B Trust Shares all purchases under the Temporary Waiver
Privilege must be invested in Class A Trust Shares regardless of whether there is a Financial Advisor on the account at the time

of purchase.

If you paid a contingent deferred sales charge when you sold Class C Trust Shares and you have a Financial Advisor of record
at the time of investment for the Account(s) in which the purchased Trust Shares will be held, we will credit back to you the
contingent deferred sales charge paid on the amount you are buying within 90 days of the sale by adding it to the amount of
your purchase (for example, if you are investing $10,000 within 90 days of an earlier $10,000 sale on which you paid a $100
contingent deferred sales charge, the amount of your investment will equal $10,100). The new Trust Shares issued with your

investment will be subject to any otherwise applicable contingent deferred sales charge.

Please note that the Temporary Waiver Privilege does not change the tax treatment of a withdrawal from your Account,
which may be treated as a Non-Qualified Distribution unless the withdrawn amount is reinvested within 60 days in Trust
Shares in a different Program Account in compliance with the requirements applicable to Rollover Distributions. Please see

“QOpening, Maintaining and Contributing to a Plan Account — Non-Qualified Distributions — Rollover Distributions.”
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Class of Trust Shares Sold

A Shares B Shares C Shares
Period in Which Waiver Applies Within 90 days of sale Within 90 days of sale Within 90 days of sale
Class That May Be Purchased A Shares A Shares C Shares if there is a Financial Advisor
Under the Temporary Waiver Privilege on the Account at the time of purchase

of the new Trust Shares

A Shares if there is no Financial Advisor
on the Account at the time of purchase
of the new Trust Shares

Benefit of Temporary Waiver Privilege No initial sales charge No initial sales charge C Shares: your Account will be credited
(no CDSC credit) for the amount of any CDSC paid and
a new CDSC period will begin

A Shares: no initial sales charge
(no CDSC credit)

Other Compensation to Program Manager
In connection with the sale by a mutual fund of its shares to the Trust, the Program Manager and/or its affiliates may be

compensated by the mutual fund for administrative and other services provided to such fund.

Fees Payahle hy FTDI to Financial Advisors
FTDI will compensate Financial Advisors through which contributions are received under Classes A, B and C. Payment of
compensation to Financial Advisors will not affect the charges paid by the Account Owners or Third-Party Contributors.

Financial Advisors will be compensated as set forth in the following charts:

Selling Commission' Ongoing Sales Fee?
Income 529 Portfolio,
Franklin Income 529 Portfolio
Amount Contributed and Stable Value 529 Portfolio All Other Trust Portfolios All Trust Portfolios
Less than $50,000 4.00% 5.00% 0.25%
$50,000 but under $100,000 4.00% 3.75% 0.25%
$100,000 but under $250,000 2.80% 2.80% 0.25%
$250,000 but under $500,000° 2.00% 2.00% 0.25%
$500,000 but under $1 million® 1.60% 1.60% 0.25%
$1 million and above? up to 0.75%* up to 1.00%* 0.25%*

Financial Advisor Compensation — Class A

1. Based upon the amount contributed.

2. Based on the average daily net assets in the Account.

3. Amounts in excess of Maximum Contribution Limit applicable only in connection with exercise of Cumulative Quantity Discounts to Accounts with different Beneficiaries.

4. For purchases above $1,000,000 additional breakpoints may apply and a 1% contingent deferred sales charge may apply if shares are redeemed within 18 months. For a full schedule, please
call (866) 362-1597.

Notwithstanding the above, if no initial sales charge is assessed in connection with the sale of such Trust Shares, FTDI will not

pay a Selling Commission to the Financial Advisor, but will pay an Ongoing Sales Fee as described in the above chart.
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Financial Advisor Compensation — Classes B and C

Class Selling Commission' Ongoing Sales Fee?
B 4.00% 0.25%°
C 1.00%* 1.00%°

1. Based upon the amount contributed.
2. Based upon the average daily net assets in the Account.

3. Financial Advisors may be eligible to receive up to this amount from the date of purchase. After eight years, Class B Trust Shares convert to Class A Trust Shares and Financial Advisors may
then receive the fees applicable to Class A.

4. Commission includes advance of a portion of the first year's sales fee. For purchases at NAV, FTDI may pay a prepaid commission.

5. Financial Advisors may be eligible to receive these fees starting in the 13th month. During the first 12 months, the full sales fee will be paid to FTDI to partially offset the commission and
the prepaid service fee paid at the time of purchase. If an initial sales charge is not paid on a purchase, and FTDI does not pay a prepaid commission, Financial Advisors may start to receive
the fee at the time of purchase.

FTDI reserves the right to revise these fee arrangements at its discretion. FTDI and/or its affiliates also may provide additional
compensation to Financial Advisors that sell Trust Shares. This compensation may be based on the amount of sales of Trust
Shares and/or total assets with the Trust. Such compensation to Financial Advisors may be made by payments from FTDI’s

portion of the Program management fee or any sales charges or from FTDI’s own resources.

FTDI also may compensate Financial Advisors that enable FTDI to participate in and/or present at college savings plan
conferences or seminars, sales or training programs for registered representatives and other employees, client and investor
education programs, and other Financial Advisor-sponsored educational events relating to college savings plans. These
payments may vary depending on the nature of the event. Other compensation may be offered to the extent not prohibited
by federal or state laws and regulations or rules of self-regulatory organizations. FTDI makes payments for events it deems
appropriate, subject to FTDI guidelines and applicable law.

Please contact your Financial Advisor for information about any payments it receives from FTDI and any services provided.

Effect of Stable Value Actions on Fees Payable with respect to Shares of Stable Value 529 Portfolio

As part of Stable Value Actions, in an effort to prevent Negative Returns, the annual sales fee payable for a Class of Trust
Shares of Stable Value may be reduced for any period (see “Actions with Respect to the Stable Value 529 Portfolio,” above),
and the ongoing sales fee payable to the applicable Financial Advisor with respect to any such Trust Shares during such
period will be reduced by a dollar amount equal to 50% of the dollar amount of the waived annual sales fee or reduction in
the annual sales fee on the applicable Trust Shares, up to a maximum reduction of 100% of the otherwise applicable

ongoing sales fee.

Transition Provisions under Services Agreement

Under the terms of the Services Agreement, if the Services Agreement expires or is terminated and HESAA selects a new
Investment Manager to replace Franklin Advisers, FTDI may have the option to continue to serve as Program Manager with
respect to the assets in each Trust Portfolio allocable to contributions to certain Program Accounts established prior to the
expiration or termination of the Services Agreement (the “Grandfathered Accounts™). In such event, Franklin Advisers may
continue to serve as the Investment Manager for the Grandfathered Accounts, and Account Owners and Third-Party
Contributors, as applicable, may continue to make contributions to such Accounts. The sales fees and any contingent deferred
sales charges applicable to each Trust Share acquired under Class B or Class C with contributions to an Account shall continue
to be applicable to such Trust Shares in accordance with the terms described above whether or not Franklin Advisers continues
to serve as Investment Manager for the applicable Account at the time the sales fee or contingent deferred sales charge becomes

due. See “Risk Factors — Change in Investment Policy, Program Manager or Investment Manager” and “Fees and Expenses.”
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NJBEST Scholarship

The Program provides a tax-free scholarship to Beneficiaries who attend college in New Jersey. To qualify for the scholarship
the Program Account must have been open for at least four years, during which time total contributions must equal at least
$1,200; the Account Owner must submit a certification to HESAA demonstrating the Beneficiary’s attendance at an Eligible
New Jersey Higher Educational Institution; and the Account Owner (if an individual) or Beneficiary must be a resident of
New Jersey at the time the Beneficiary attends college. In addition, the availability of the scholarship is subject to the

appropriation of sufficient funds by the State legislature for such purpose.

The scholarship amount is at least $500. The amount of the scholarship increases by $250 for every two years, in excess of
four years, for which the Program Account has been open, up to a maximum amount of $1,500, depending on the number of
years and the level of contributions. However, the scholarship fund may not exceed the Beneficiary’s actual cost of attendance.

The table below indicates the possible scholarship amounts.

Contribution Full Years Account Open Scholarship Amount
$1,200 4 $500
$1,800 6 $750
$2,400 8 $1,000
$3,000 10 $1,250
$3,600 12 $1,500

The scholarship may be awarded only once to an eligible Beneficiary and only for the Beneficiary’s first semester of college.
The Beneficiary must be enrolled at least half-time in an Eligible New Jersey Higher Educational Institution to be eligible for

the scholarship. Scholarships are not awarded for study at out-of-state institutions or for graduate study.

Program Management

The New Jersey Higher Education Student Assistance Authority

HESAA administers the Program for the State of New Jersey. HESAA’s Board is composed of public members and members
representing various sectors of higher education appointed by the Governor of New Jersey, the State Treasurer, the Executive
Director of the Authority, students, and representatives of other public boards with a mission in higher education. Originally
founded in 1959, and expanded in 1999, HESAA’s mission is to provide students and families with the financial and
informational resources for students to pursue their education beyond high school. In addition to the Program, HESAA
administers a variety of state grant and scholarship programs, serves as a guarantor and lender for federal student loans and

offers a state supplemental student loan program.

Under the Act, HESAA acts as trustee for the Trust, selects Investment Managers for the Program, adopts regulations and

carries out other functions necessary for the operation of the Program.

New Jersey Division of Investment and State Investment Council
The Division of Investment is among the 50 largest public or private money managers in the United States. The State
Investment Council oversees the administration of the Division of Investment. It is composed of public members appointed by

the Governor of New Jersey and representatives of pension funds’ boards. State law requires that no State Investment Council
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member shall hold any office, position or employment with any political party, and that no one can benefit from the

transactions of the Division of Investment. The State Investment Council is required to approve the Investment Policy.

Franklin Templeton Investments

Franklin Templeton Investments (“Franklin Templeton™) is the name used to refer to a group of affiliated companies owned
directly or indirectly by Franklin Resources, Inc. Franklin Templeton is a global organization with six world-class investment
management groups. With headquarters just south of San Francisco in San Mateo, California, offices in 29 countries, and
more than half a century of experience, Franklin Templeton is a recognized leader in international and domestic stock

investments as well as innovative fixed income investments.

Franklin Templeton has been a pioneer in worldwide investing and fundamental securities analysis since 1947. Franklin
Templeton offers a diversified range of equity and fixed income investment products, as well as comprehensive client services
to individual and institutional investors. Franklin Templeton’s primary business is to provide investment management services
to mutual funds and other institutional investors and individual clients. Franklin Resources, Inc. is a publicly traded company
(NYSE: BEN).

FTDI, a subsidiary of Franklin Resources, Inc., has been retained by HESAA to provide certain distribution, administrative
and record-keeping services for the NJBEST Program and investment management services for the Investment Options. FTDI
is not responsible for the investment management of the Division Investment Options. FTDI has retained its affiliate Franklin

Advisers, Inc. to serve as the Investment Manager for the Investment Options.

FTIS has been retained by FTDI, to provide the administrative and record-keeping services for which FTDI is responsible

under the Services Agreement.

Tax Information

The discussion below is based on the Program’s current understanding of Section 529. This discussion is not exhaustive and is
not intended as individual tax advice. In addition, there can be no assurance that the IRS or a state tax regulator will agree
with the Program’s understanding, or that it would be sustained in court if challenged. The applicable federal and New Jersey
tax rules are complex, certain of the rules are at present uncertain, and their application to any particular person may vary
according to the facts and circumstances specific to that person. You should consult a qualified tax advisor regarding the
application of federal, state and local tax law to your circumstances. See “Risk Factors — Tax Risks” for additional

information.

Federal Tax Treatment

The following discussion summarizes certain aspects of federal income, gift, estate and generation-skipping transfer tax
consequences relating to the Program and contributions to, earnings on and distributions from Accounts and reflects guidance

provided in certain IRS notices regarding the content of final regulations that to date have not been promulgated.

The Program has been designed to meet the requirements of a qualified tuition program under Section 529. Accordingly,
Account Owners and Beneficiaries are expected to be exempt from federal income tax on undistributed earnings allocated to
Accounts established under the Program. In order to be eligible for such tax treatment and for Account Owners, Third-Party
Contributors and Beneficiaries to receive the favorable federal income, estate, gift and generation-skipping transfer tax
treatment described below, the Program is required to implement certain restrictions and procedures applicable to the

operation of the Program. Certain of these restrictions and procedures are described below.
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e Contributions. Contributions to an Account by an Account Owner or a Third-Party Contributor do not result in taxable
income to the Beneficiary. Neither the Account Owner nor a Third-Party Contributor may deduct the contribution from

income for purposes of determining federal income taxes (i.e., contributions to an Account are made on an after-tax basis).

Contributions to an Account for a specific Beneficiary must be rejected (or, if accepted, returned) to the extent that the
amount of the contribution would cause the aggregate amount held in Program Accounts for that Beneficiary to exceed the
Maximum Contribution Limit established by HESAA. This limitation on contributions is intended to comply with the federal
tax law requirement that the Program have adequate safeguards to prevent contributions to a Program Account in excess of
those necessary to provide for the reasonably anticipated qualified higher education expenses of the Beneficiary. For purposes
of this limit, amounts on deposit in all Program Accounts for the same Beneficiary are taken into account, regardless of the
Account Owner. While not now expected, it is possible that federal law might impose a lower limit on aggregate contributions

to Program Accounts for the same Beneficiary than the current Maximum Contribution Limit.

An Account Owner may generally transfer into a Program Account, without adverse federal income tax consequences, all or
part of the funds held in another Program Account, the Beneficiary of which is a member of the family of the Beneficiary of the
receiving Account, if the funds are deposited to the receiving Program Account within 60 days of the distribution from the
distributing Program Account. In addition, all or part of the funds held in a Coverdell ESA may be transferred without adverse
tax consequences into a Program Account with a Beneficiary who is the same as the Coverdell ESA beneficiary. A person
(whether the Account Owner or a Third-Party Contributor) who meets certain age and income limitations and who makes
contributions to an Account, the Beneficiary of which is such person or such person’s spouse or eligible dependent, may be
allowed to exclude all or a portion of income from certain United States savings bonds issued after 1989 in computing such
person’s federal taxable income for the year in which a contribution to the Account is made. In those circumstances, some or
all of the excluded savings bond income may be recognized at the time of a subsequent distribution from the Account. See

“Opening, Maintaining and Contributing to an Account — Transfers and Rollovers.”

¢ Taxation of Account Earnings. Earnings from the investment of contributions to a Program Account will not be included
in computing the federal taxable income of the Account Owner or Beneficiary until funds are distributed, in whole or in
part, from the Program Account. Qualified Distributions and Rollover Distributions are tax-exempt for federal income
tax purposes. Except in the case of tax-exempt Qualified Distributions and Rollover Distributions, the earnings portion
of any other distribution from an Account will be includable in computing the taxable income, for the year in which the
distribution is paid, of the person receiving, or treated as receiving, the distribution, as described below. Any income

which is not tax-exempt will be taxed at ordinary income tax rates.

e Taxation of Distributions. The earnings portion of Non-Qualified Distributions, other than Rollover Distributions, is
treated as taxable income of the person receiving the distribution. For this purpose, in the case of a distribution to the
Beneficiary’s estate on account of the Beneficiary’s death, the Beneficiary’s estate will be treated as the person receiving
the distribution. Except as described in the next sentence, a Non-Qualified Distribution is subject to the imposition of an
additional federal income tax of 10% of the earnings portion. A distribution that is a Rollover Distribution, a
distribution to the Beneficiary’s estate on account of the death of the Beneficiary, a distribution on account of the
disability of the Beneficiary, or a distribution to the extent of a qualified scholarship received by the Beneficiary is not
subject to the 10% additional income tax as a federal tax matter. For this purpose, a qualified scholarship also includes
certain educational assistance allowances under federal law and certain payments for education expenses or attributable
to attendance at certain educational institutions that are exempt from federal income tax. Account Owners and

Beneficiaries should contact their tax advisors for more information.

Any distribution will be treated as consisting in part of contributions to the Account and in part of earnings, which latter part,
to the extent it is taxable, is included in computing the taxable income of the recipient. For this purpose, calculations of the
earnings portions of a distribution generally will be made as of the date of distribution. The taxable portion, if any, is based

on the relative proportions of earnings and contributions in the Program Account. Currently for federal tax purposes, all
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Program Accounts with the same Account Owner for the same Beneficiary are considered one Program Account. Thus, if an
Account Owner has one or more Program Accounts for the same Beneficiary, an amount withdrawn from assets invested
under one Program Account or Investment Option may carry with it a greater or lesser amount of earnings than the earnings
attributable to the specific Program Account or Investment Option from which the distribution is made. Apportionments of

distributions between a return of contributions and earnings will be made in accordance with Section 529.

¢ Qualified Higher Education Expenses. Pursuant to Section 529, qualified higher education expenses include the costs of
tuition, fees, books, supplies and equipment required for the enrollment or attendance of a Beneficiary at an Eligible
Educational Institution. “Eligible Educational Institutions” are defined under Section 529 generally as accredited post-
secondary educational institutions located in the United States offering credit toward a bachelor’s degree, an associate’s
degree, a graduate level or professional degree, or another recognized post-secondary credential; however, certain
proprietary institutions and post-secondary vocational institutions and certain institutions located in foreign countries
may be Eligible Educational Institutions. To be an Eligible Educational Institution for purposes of Section 529, the
institution must be eligible to participate in U.S. Department of Education student financial aid and student loan
programs under Title IV of the Higher Education Act of 1965, as amended. You also can use money in your Account to
pay for costs associated with a non-accredited institution, but if you do so the amount will be treated as a Non-Qualified
Distribution, the earnings portion of which is subject to federal income tax as well as the 10% additional federal income

tax. You should consult your tax and financial aid advisor for further information.

Reasonable expenses for room and board of a Beneficiary incurred during an academic period while enrolled or accepted for
enrollment in a degree, certificate or other program (including a program of study abroad approved for credit by the Eligible
Educational Institution) at an Eligible Educational Institution at least half-time may also be considered qualified higher
education expenses. A student will be considered to be enrolled at least half-time if the student is enrolled for at least half the
full-time academic workload for the course of study the student is pursuing as determined under the standards of the
institution where the student is enrolled. The institution’s standard for a full-time workload must equal or exceed a standard
established by the U.S. Department of Education under the Higher Education Act of 1965, as amended. The amount of room
and board treated as a qualified higher education expense cannot exceed the room and board allowance (applicable to the
Beneficiary) included, for the period to which the withdrawal relates, in calculating the “cost of attendance” (as defined under
the Higher Education Act of 1963, as in effect on the date of enactment of the 2001 amendments to that act, for purposes of
federal financial aid programs) at the applicable Eligible Educational Institution, or, in the case of students living in housing
owned or operated by the Eligible Educational Institution, the actual invoice amount, if higher than the “cost of attendance”
figure. The Beneficiary need not be enrolled at least half-time for a distribution to pay for expenses relating to tuition, fees,

books, supplies and equipment to be a Qualified Distribution.

Qualified higher education expenses also include expenses for special needs services incurred by a Beneficiary who is a special

needs beneficiary in connection with enrollment or attendance at the Eligible Educational Institution.

¢ Other Higher Education Expense Benefit Programs. The tax benefits afforded to qualified tuition programs must be
coordinated with other programs designed for meeting higher education expenses in order to avoid the duplication of
such benefits. The coordinated programs include Coverdell ESAs under Section 530 of the Code and the Hope
Scholarship and Lifetime Learning Credits under Section 25A of the Code.

Under Section 529 as currently in effect, the amount of a Beneficiary’s qualified higher education expenses in any tax year will
be reduced by the aggregate of (i) the amount of the Beneficiary’s expenses used for such tax year to qualify for the Hope
Scholarship Credit and/or Lifetime Learning Credit; and (ii) the amount received by the Beneficiary from certain qualified

scholarships, allowances or payments.
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A taxpayer may contribute to or direct the distribution from both a Program Account and a Coverdell ESA in the same year.
However, if distributions for the benefit of a Beneficiary from the Program, any other qualified tuition program and/or one or
more Coverdell ESAs in any tax year exceed the Beneficiary’s qualified higher education expenses for the year (after the
reduction described in the previous paragraph), then the taxpayer will be required to allocate the expenses among such
distributions. The same expenses cannot count both for Coverdell ESA purposes and as qualified higher education expenses

for purposes of the Program.

¢ Account Transfers and Rollover Distributions. The earnings portion of a distribution from an Account will not be treated
as taxable income and will not be subject to the 10% additional federal income tax to the extent that, within 60 days of
the distribution, the Account Owner transfers some or all of the distribution to another Program Account, or an account
established with another “qualified tuition program” under Section 529, as long as the Beneficiary of the transferee
Account or of such other account is a new Beneficiary who is a “member of the family” of the Beneficiary of the
Account from which the distribution was made. The earnings portion of a distribution from an Account also will not be
treated as taxable income and will not be subject to the 10% additional federal income tax if, within 60 days of the
distribution, the distribution is transferred to another account established with another qualified tuition program for the
same Beneficiary, provided that the transfer does not occur within twelve months from the date of any previous similar

Rollover Distribution to any qualified tuition program for the benefit of the same Beneficiary.

An Account Owner may not change the Beneficiary of an Account or transfer funds between Program Accounts to the
extent that the change or transfer would result in contributions in excess of the Maximum Contribution Limit for the

applicable Beneficiary.

¢ Distributions on Account of Death or Permanent Disability of, or Qualified Scholarship Awarded to, Beneficiary. A
distribution due to the death or permanent disability of the Beneficiary or to the extent of a qualified scholarship received
for the benefit of the Beneficiary will not be subject to the 10% additional federal income tax on earnings that is generally
applicable to Non-Qualified Distributions. The earnings portion of such distributions will, however, be treated as taxable
income of the recipient. For this purpose, a qualified scholarship also includes certain educational assistance allowances
under federal law and certain payments for education expenses or attributable to attendance at certain educational
institutions that are exempt from federal income tax. For a discussion of the procedures for distributions on account of
death, permanent disability or qualified scholarship, see “Withdrawals — Non-Qualified Distributions — Distributions on

Account of Death or Permanent Disability of, or Qualified Scholarship Awarded to, the Beneficiary.”

¢ Record Retention. You should retain records, invoices or other documents and information adequate to substantiate: (i)
particular expenses which you claim to be qualified higher education expenses; (ii) distributions due to death or
permanent disability of, or receipt of a qualified scholarship by, a Beneficiary; (iii) the earnings component of and
compliance with the timing requirements applicable to Rollover Distributions; and (iv) the earnings component of
contributions funded from qualified savings bonds or Coverdell ESAs, because it is your responsibility to substantiate
contributions to, and transfers from, any qualified tuition program account if the IRS or any state taxing authority

requires you to do so. You should consult with your tax advisor as to what documentation may be required.

¢ Federal Gift, Estate and Generation-Skipping Transfer Taxes. Contributions to the Program, including certain Rollover
Distributions, are generally considered completed gifts to the Beneficiary for federal gift, estate and generation-skipping
transfer tax purposes and are, therefore, potentially subject to federal gift tax and generation-skipping transfer tax.
Under current tax law, if contributions made by an Account Owner or Third-Party Contributor to Accounts of a
Beneficiary, together with all other gifts by the Account Owner or Third-Party Contributor who makes the contribution
to the Beneficiary, including contributions to all qualified tuition program accounts, do not exceed $13,000 during a
year ($26,000 for married filers electing gift splitting on their federal tax return), no federal gift tax or generation-
skipping transfer tax will be imposed on the Account Owner or Third-Party Contributor, as applicable, for gifts to the

Beneficiary during that year. (These annual exclusion amounts are periodically adjusted for inflation.) In cases where
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contributions to a qualified tuition program account exceed the applicable annual exclusion amount for a single
Beneficiary, the contributions may be subject to federal gift tax and possibly generation-skipping transfer tax in the year
of contribution. However, an individual currently can make a gift to an Account for a Beneficiary of up to five times the
annual exclusion amount. For example, for 2012, the maximum contribution that may be made using this rule would be
$65,000 in one year (or married filers electing gift splitting can make a joint gift of up to $130,000 in one year) without
triggering the tax. To do this, the person making the contribution must elect to treat the entire gift as a series of five
equal annual gifts. The five-year prorating is elected by filing a gift tax return for the year in which the gift is made.
Once this election is made, any additional gifts by the person making the contribution to the same Beneficiary during the
applicable five years that will, when combined with the gift spread over five years under Section 529, result in a gift in
any year of more than the annual exclusion amount may be subject to gift tax or generation-skipping transfer tax and

will require a separate federal gift tax return.

Amounts in an Account that were considered completed gifts by the Account Owner or Third-Party Contributor who makes
the contribution will not be included in such person’s gross estate for federal estate tax purposes. However, if such person
elects to treat the gifts as having been made over a five-year period and dies before the end of the five-year period, the portion
of the contribution allocable to the remaining years in the five-year period (not including the year of death) would be

includable in computing such person’s gross estate for federal estate tax purposes.

Under federal tax provisions currently in effect through 2012, each individual currently has a $5,000,000 lifetime exemption
equivalent that may be applied to gifts in excess of the gift tax annual exclusion amounts referred to above, and the maximum
gift tax rate imposed on gifts not sheltered by the annual exclusion or lifetime exemption is 35%. Unless the provisions of
current law are extended beyond 2012 or otherwise amended, the gift tax lifetime exemption and rates under laws in effect
for the 2001 tax year, generally consisting of a $1,000,000 lifetime exemption and graduated gift tax rates from 37 percent to
55 percent, would be reinstated for gifts made in tax years beginning in 2013. It is currently unclear whether gifts made in
2011 or 2012 that exceed the $1,000,000 lifetime exemption scheduled to be reinstated in 2013 would reduce the amount of
the estate tax exemption available beginning in 2013. A person making or contemplating a contribution to a Program
Account should consult with his or her own tax advisor regarding the applicability of gift, estate and generation-skipping

transfer tax to their Program Account transactions, the current lifetime exemptions and the gift tax filing requirements.

Under Section 529, amounts distributed on account of the death of a Beneficiary will be included in the Beneficiary’s gross
estate for federal estate tax purposes. The proposed U.S. Treasury regulations provide, however, that all amounts in an
Account at the death of a Beneficiary will be included in the Beneficiary’s gross estate for federal estate tax purposes without
regard to whether any distribution results from the Beneficiary’s death. A change of the Beneficiary of an Account or a
transfer to an Account for another Beneficiary will potentially be subject to gift tax if the new Beneficiary is of a younger
generation than the Beneficiary being replaced. In addition, if the new Beneficiary is two or more generations below the
Beneficiary being replaced, the transfer may be subject to the generation-skipping transfer tax (discussed below). Under the
proposed U.S. Treasury regulations, these taxes are imposed on the prior Beneficiary. Account Owners should consult their
own tax advisors for guidance when considering a change of Beneficiary or a transfer to another qualified tuition program
account and should evaluate the potential gift tax implications to an existing Beneficiary when considering such a change.
Furthermore, Account Owners who transfer Account assets to the qualified tuition program account of another Account
Owner, as well as the recipient Account Owner, should consult their tax advisors regarding the potential applicability of gift

tax or generation-skipping transfer tax as a result of such transfer.

Because contributions to an Account are treated as completed gifts for federal transfer tax purposes, an Account Owner or
Third-Party Contributor making a contribution to an Account may also need to evaluate the effect of the generation-skipping
transfer tax. This tax may apply to contributions in excess of the amount that may be elected to be ratably spread over the
above-referenced five-year period where the Beneficiary is deemed to be a member of a generation that is two or more

generations younger than the generation of the individual making the contribution. Under federal tax provisions currently in
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effect through 2012, each individual currently has a $5,000,000 generation-skipping transfer tax exemption (subject to
upwards adjustment for inflation beginning in 2012) that will be allocated to transfers that are subject to generation-skipping
transfer tax unless certain elections are made. Unless the provisions of current law are extended beyond 2012 or otherwise
amended, the $1,000,000 generation-skipping transfer tax exemption in effect for the 2001 tax year would be reinstated for gifts
made in tax years beginning in 2013 (subject to upwards adjustment for inflation since 2001.) For this reason, this tax is unlikely
to apply to many individuals making a contribution to Program Accounts or Beneficiaries. However, where it does apply, it is
imposed at the highest estate tax rate (see above). A person making or contemplating a contribution to a Program Account who

is concerned about application of the generation-skipping transfer tax should consult with his or her own tax advisor.

Accounts Established by Business Entities

Corporations, limited liability companies, partnerships, trusts and other entities that wish to contribute to or own Accounts
should seek counsel on how tax rules will apply to their transfer of funds and to Accounts that they own. Business entities should
be aware that their contributions to an Account or withdrawals from the Account to pay qualified higher education expenses
may constitute employment compensation (if the Beneficiary is or was an employee or a family member of an employee) or

constructive dividends or distributions (if the Beneficiary is an owner or a family member of an owner of the entity).

Unrelated Business Taxable Income

Under Section 529, the Program is generally exempt from taxation, but is subject to taxation on unrelated business taxable
income of charitable organizations under Section 511 of the Code (“UBTI”). UBTI includes, among other items, debt-
financed investment income and certain income from interest rate swap and other types of investment transactions. The
Investment Managers generally are not expected to engage in transactions that would generate UBTL If any UBTI is generated
with respect to any investment or other income of the Program, any tax payable in connection therewith will be treated as an
expense of the Program and will be allocated among the applicable Investment Options in accordance with the income

allocated thereto from the applicable transaction.

Future Regulatory Changes

The 2008 Advance Notice released by Treasury Department on January 17, 2008 indicates that the Treasury Department
intends to repropose the initial Section 529 regulations proposed in 1998. The reproposed regulations described in the 2008
Advance Notice have not yet been published, and the exact content of such new proposed regulations, and the ultimate
content of the final Section 529 regulations, is not known. The 2008 Advance Notice indicates that the new regulations, when
promulgated, will generally apply prospectively and that there will be a grace period of no less than 15 months for programs
to implement most of the regulatory changes. There is no certainty that the specific provisions described in the 2008 Advance
Notice will become effective nor is it clear whether, if and when any such provisions become effective, any of such provisions
will be applicable to Accounts established prior to the effective date of the regulations or to amounts contributed to Accounts

prior to such effective date. The specific provisions in the Advance Notice include, among others:

e A distribution for the payment of qualified higher education expenses must occur in the same calendar year as the
applicable qualified higher education expenses are incurred; in the case of qualified higher education expenses incurred

on or before March 31 of a calendar year, the distribution may also occur in the calendar year preceding such expenses.

e Investment losses in Section 529 accounts may be deducted only as miscellaneous itemized deductions, which are

deductible only if in excess of 2% of adjusted gross income.

¢ Amounts withdrawn by an account owner that correspond to contributions to the Section 529 account by a person other
than the account owner may be taxed as income to the account owner, even if they would otherwise be treated as a non-

taxable return of the investment.
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¢ A new anti-abuse regulation will deny favorable gift tax, estate tax and generation-skipping tax treatment to
contributions to 529 accounts that are deemed to be made for purposes other than providing for the qualified higher

education expenses of the designated beneficiary.

e Liability for payment of gift tax due upon an account owner’s designation of a new beneficiary of a lower generation

than the prior beneficiary will be shifted from the prior beneficiary to the account owner.

e In the case of Section 529 accounts for which the contributor is also the designated beneficiary, any subsequent change
in the designated beneficiary will be treated as a distribution to the contributor and a gift by the contributor to the new
beneficiary.

¢ Account ownership may be restricted to individuals.

The only specified circumstance under which, upon the death of the beneficiary of a Section 529 account, amounts in such
account will be included in the beneficiary’s estate for estate tax purposes will be if the account owner makes a distribution

from the account to the beneficiary’s estate within six months of the beneficiary’s death.

State Income Tax Treatment

e In General. The tax benefits described in this Investor Handbook are federal tax benefits. State and local tax treatment
may differ based on the state or states in which you pay taxes. If you pay state taxes in states other than New Jersey, you
should evaluate whether any state in which you or your Beneficiary pays taxes will tax any earnings withdrawn from your
Account. You should also consider whether any state in which you, a Third-Party Contributor or your Beneficiary resides or
pays taxes offers special tax incentives or other benefits in connection with any qualified tuition program sponsored by such
state that may not be available to you, a Third-Party Contributor or your Beneficiary under the Program. You should
consider this state tax treatment and other benefits, if any, before making an investment decision. You should also consult

with your tax advisor about any state or local taxes, including income, gift, estate and generation-skipping transfer taxes.

e State of New Jersey. Contributions to an Account by an Account Owner or a Third-Party Contributor do not result in
income to the Beneficiary for purposes of New Jersey personal income tax. Neither an Account Owner nor a Third-Party
Contributor may deduct the contribution from gross income for purposes of determining New Jersey personal income
tax (i.e., contributions to an Account are made on an after-tax basis). Account Owners and Beneficiaries are exempt
from New Jersey personal income tax on undistributed earnings allocated to Accounts established under the Program.
Upon distribution from an Account the earnings portion of the amount distributed will be recognized as taxable income
of the distributee unless such distribution: (i) is used to pay for qualified higher education expenses pursuant to Section
529; (ii) is a Rollover Distribution; or (iii) involves a change in the Beneficiary of an Account to a “member of the
family” of the prior Beneficiary of the Account. The portion of a distribution that is attributable to earnings is
determined in accordance with the principles applied in determining the amount of a distribution attributable to
earnings under Section 529. Current New Jersey law may impose a tax upon contributions made within three years of
the death of the person making the contribution if the contribution is determined both to constitute a material part of
that person’s estate, or to be in the nature of a final disposition or distribution of the estate, and to have been made in
contemplation of death. Account Owners and Third-Party Contributors should consult their own tax advisors about the

potential applicability of New Jersey gift tax and estate taxes.

e Other States. Potential Account Owners and Third-Party Contributors should consider the potential impact of taxes
which may be imposed by jurisdictions other than the State. It is possible that an Account Owner or recipient of money
distributed from Program Accounts may be subject to income tax on Account earnings or distributions by a state other
than New Jersey, where he or she lives or pays taxes. It is also possible that Rollover Distributions to Program Accounts
from another qualified tuition program may be subject to a tax imposed on the Rollover Distributions by another state.

Other state or local taxes may also apply.
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Account Owners, Third-Party Contributors and Beneficiaries should consult their own tax advisors about the applicability, if
any, of state or local taxes in other jurisdictions and the applicability of the New Jersey personal income tax on Account

Owners and Beneficiaries who are not New Jersey residents.

Tax Reporting

The Program will report distributions and other matters to the IRS, distributees and other persons, if any, to the extent
required pursuant to applicable federal, state or local law, regulation or ruling or requested by a taxing authority entitled to
such information. Under federal law, a separate return will be filed by the Program with the IRS reporting distributions from
an Account to each distributee reflecting, among other information, the earnings portion withdrawn during the calendar year
to which the report pertains. By January 31 of the following year, the distributee (which in the case of Qualified Distributions
is deemed to be the Beneficiary whose qualified higher education expenses are paid thereby) will receive a copy of the return

or a corresponding statement.

Reporting and Other Matters

Account Statements

The Program Record-Keeper will send quarterly Account statements to Account Owners.

Audited Financial Statements

An annual audit report will be prepared for the Program by an independent accountant in accordance with generally accepted

accounting principles.

Tax Withholding

Under the proposed U.S. Treasury regulations, distributions from Accounts are not subject to backup withholding.

Continuing Disclosure
To comply with Rule 15¢2-12(b)(5) under the Securities Exchange Act of 1934, as amended, HESAA executed on March 17,

2003 a Continuing Disclosure Agreement for the benefit of Account Owners. Under the Continuing Disclosure Agreement,
HESAA is required to provide certain updated financial information and operating data relating to the Program (“Annual
Information”) within 200 days of each June 30, and notices of the occurrence of certain enumerated events set forth in the
Continuing Disclosure Agreement. The Annual Information is required to be filed by or on behalf of HESAA with each
Nationally Recognized Municipal Securities Information Repository (“NRMSIR”) and with a state information depository in
the State of New Jersey, if one then exists. Notice of certain enumerated events is required to be filed by or on behalf of
HESAA with the NRMSIRs or the Municipal Securities Rulemaking Board and with a state information depository in New
Jersey, if one then exists. HESAA did not file the Annual Information required by the Continuing Disclosure Agreement to be
filed on or before January 15, 2008 until January 18, 2008.

Securities Investor Protection Corporation (SIPC)

Account Owners may obtain information about the Securities Investor Protection Corporation (“SIPC”), including the SIPC
brochure, by contacting SIPC at its website, www.sipc.org, or its telephone number, (202) 371-8300. The inclusion of this
information is not intended to suggest that Accounts are subject to SIPC protection or that any losses sustained in an Account
would be covered by SIPC.
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Obtaining Additional Information; Program Contacts

Other documents and reports, including prospectuses for any mutual fund which is referenced in this Investor Handbook, are
available upon request from the Program Record-Keeper. The toll-free phone number for the Program is (866) 362-1597.

The website for the Plan is franklintempleton.com.
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Appendix A

Participation Agreement

ARTICLE | — General Provisions

By signing and submitting the application for an Account, you (the original “Account Owner”) agree, on behalf of yourself,
each Beneficiary of your Account, any Third-Party Contributors to your Account and any successor Account Owner, to the
terms and conditions set forth in this Participation Agreement and in the Investor Handbook, subject to the requirements of
the Act and of regulations adopted by HESAA under the Act. Copies of the Act, and of such regulations, may be obtained
from HESAA or the Program Record-Keeper upon request. As used in this Participation Agreement, “Investor Handbook”
refers to the Investor Handbook to which this Participation Agreement is attached, and any revised, supplemented or
replacement version applicable to Class A, B or C Trust Shares from time to time, and “Class A, B or C Trust Shares” means
interests in the Trust purchased for an Account through a Financial Advisor under Class A, B or C, as described in the
Investor Handbook. Other capitalized terms used, but not defined, in this Participation Agreement have the meaning ascribed

to such terms in the Investor Handbook.

The Act authorizes and directs HESAA to establish and administer the Program in a manner that qualifies the Program as a
“qualified tuition program” as defined in Section 529 of the Internal Revenue Code, as amended. The Program is established
and maintained so that the Account Owners and Third-Party Contributors may make contributions to the Account for the
purpose of meeting the qualified higher education expenses of the Beneficiary of such Account. HESAA has retained the
Program Manager to provide, directly or through affiliates and sub-contractors, certain investment management,

administrative and marketing services for the Program pursuant to a contract between HESAA and FTDL

The Program has been structured so as to provide several Investment Options under which amounts contributed to an

Account are invested by the Trust in one or more of the investment portfolios established within the Trust.

The terms and conditions under which Accounts are established and contributions to Accounts are invested are set forth in

the Investor Handbook.

ARTICLE Il — Opening an Account

1. General.

In order to open an Account, the prospective Account Owner must sign and submit by mail, electronic or other acceptable

means to the Program Manager the appropriate completed application for the Program, and make an initial contribution.

2. Account Designations.

A. Beneficiary Designation. The Account Owner must designate the Beneficiary in the application at the time an Account is
established, unless the Account Owner is eligible to open a scholarship Account under the Program and Section 529 without
designating a Beneficiary. The Program Record-Keeper, on behalf of HESAA, shall establish a separate Account for each
separate Beneficiary designated by the Account Owner. The Beneficiary of the Account may be changed as described in the
Investor Handbook.

B. Investment Option Designation. The Account Owner must designate on the application or other authorized form the

Investment Option(s) under which the initial and each subsequent contribution will be invested by the Trust.
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C. Successor Account Owner. The Account Owner may transfer ownership of the Account to a successor Account Owner
upon completion of the appropriate form, which includes submission of a signature guaranty from a banking institution. In
addition, the Account Owner may designate any person as the successor Account Owner in the event of his or her death. If
such designation is not made on the application form, the Account Owner may make such designation at a later time through
written notification to the Program Record-Keeper. The Account Owner should consult a probate lawyer as to the effect of
the designation of a successor owner in the Account Owner’s state of residence. If a successor Account Owner has not been
properly designated, or if the successor Account Owner does not survive the Account Owner, ownership of the Account shall

be transferred as described in the Investor Handbook, subject to the requirements of applicable law.

3. Accounts Established by Fiduciaries.

Accounts may be established as fiduciary accounts. An Account may be opened for a minor under UTMA or UGMA. The
Account Owner should review the Investor Handbook about special restrictions applicable to Accounts established for a
minor under UTMA or UGMA, and should review the Investor Handbook and consult a tax advisor and probate lawyer
about the advisability of transferring UTMA/UGMA funds to an Account.

4. Accounts Established by Business Entities.

Certain types of legal entities, including corporations, partnerships, limited liability companies, limited liability partnerships,

limited and general partnerships, and non-profit corporations, may establish Accounts.

ARTICLE Il — Contributions and Withdrawals

Contributions to, and withdrawals from, an Account may be made as described in the Investor Handbook.

ARTICLE IV - Fees and Charges

1. General.

HESAA and/or the Program Manager shall charge such fees in such amounts as HESAA and the Program Manager may
determine are necessary. HESAA may change the services and functions for which it or the Program Manager charges fees as
well as the amount of such fees. Fees charged by HESAA or the Program Manager may be payable by the Account Owner or
a Third-Party Contributor or may be payable out of the assets of the applicable portfolio of the Trust. HESAA and/or the
Program Manager reserves the right to waive any fee upon finding that such waiver would be appropriate due to extenuating

circumstances.

2. Specific Fees and Expenses.

A. Fees. The fees, which are subject to change, that are currently charged or imposed by HESAA or the Program Manager are:
an annual Account fee; a Program management fee; initial sales charges; contingent deferred sales charges; and ongoing sales
fees. The initial sales charges, contingent deferred charges and ongoing sales fees vary depending on whether you select Class
A, B (available only prior to April 1, 2012 and, after April 1, 2012, to Account Owners exchanging Class B Trust Shares
acquired prior to April 1, 2012 for Class B Trust Shares of a different Trust Portfolio) or C and the particular Investment
Option(s) you select for your Account contributions. All contributions to a particular Account must be invested under the
same Class. The initial sales charge may be reduced or waived under the circumstances described in the Investor Handbook.
All of the fees and charges, including the methods by which such fees are paid or payable, are described in detail in the
Investor Handbook. In addition, HESAA or the Program Manager may, at its option, charge a “Rollover Fee” of $75 for a
distribution from the Account that is transferred to an account in a “qualified tuition program” other than the Program in

accordance with the requirements applicable to a “rollover distribution” under Section 529.

franklintempleton.com Franklin Templeton 529 College Savings Plan 68



B. Expenses. Each of the investment companies or separate accounts in which assets are invested under each Investment
Option also has investment management fees and other expenses, and, in the case of certain Investment Options, additional
charges described in the Investor Handbook, which fees, expenses and charges will be deducted by the applicable investment
company or separate account and result in a reduction of the net asset value of such investments, thereby correspondingly

decreasing the net asset value of the applicable Trust Shares.

ARTICLE V - Representations, Warranties and Acknowledgments

The original Account Owner, by execution of an Account application, each successor Account Owner, by succession to
ownership of the Account, and each Third-Party Contributor, by contributing to the Account, represents and warrants to,

acknowledges for the benefit of and agrees with HESAA and the Program Manager as follows:

A. The Account Owner or Third-Party Contributor, as applicable, has received, read and understands the Investor Handbook
and this Participation Agreement, including the appropriate application form. In making a decision to establish or contribute
to an Account, such person has not relied on any representations or other information about the Program, whether oral or
written, other than as set forth in the Investor Handbook and this Participation Agreement. Each such person will be deemed
to certify, at the time of each contribution, that such contribution, together with the earnings thereon, is intended to be
applied to pay for the qualified higher education expenses of the Beneficiary. All information provided by an Account
Owner in the application form and in any form or other notice requesting a distribution from an Account or other form
submitted in connection with the Account is and will be true and correct. The Account Owner will promptly notify the

Program Record-Keeper of any changes to any such information.

B. Each Account Owner and Third-Party Contributor understands that the Trust will invest contributions made to the
Account under each of the Investment Options selected by the Account Owner pursuant to the Program’s then applicable
Investment Policy adopted by HESAA, and that HESAA may change such Investment Policy at any time without the consent
of Account Owners, Third-Party Contributors or Beneficiaries. Each Account Owner and Third-Party Contributor agrees that
such person has no authority to direct the investment of any contributions made to the Account, or any earnings thereon,
either directly or indirectly; provided that the Account Owner is permitted to select among Investment Options and reallocate
assets among Investment Options to the extent permitted under the Code, the Investor Handbook and this Participation
Agreement. Each Account Owner and Third-Party Contributor understands and acknowledges that HESAA will retain the
right to change the investment instruments in which each Trust Portfolio corresponding to an Investment Option is invested,
and that, in accordance with the requirements of Section 529, none of the Account Owner, any Third-Party Contributor or
any Beneficiary shall have any right to consent or object to such changes or own or have any voting rights as to any

investment made by the Trust with contributions received under this Participation Agreement.

C. The original Account Owner is opening, each successor Account Owner is succeeding to ownership of and each Account
Owner or Third-Party Contributor making a contribution is contributing to, the Account for the sole purpose of providing
funds for qualified higher education expenses of the Beneficiary of the Account, and no such person will make any
contributions in excess of the limitations described in the Investor Handbook. Contributions to an Account that cause the
balance in all Accounts established on behalf of a Beneficiary under the Program to exceed the amount described in the
Investor Handbook will be returned to the person making the applicable contribution, subject to any investment losses or

applicable liabilities and tax penalties.

D. Each Account Owner and Third-Party Contributor understands that participation in the Program does not guarantee, and
that none of the State of New Jersey, HESAA, the Trust, the Plan, the Division of Investment, the Program Manager or any
other person makes any promise, that: (i) contributions and the investment return on contributions, if any, will be adequate to
cover future tuition and other qualified higher education expenses of a Beneficiary; (ii) the Beneficiary of the Account will be

admitted to any institution (including any Eligible Educational Institution); (iii) upon admission to an institution, the
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Beneficiary will be permitted to continue to attend; (iv) the Beneficiary will receive a degree from any institution; or (v) New
Jersey residency will be created for tax, financial aid eligibility or any other purpose for the Beneficiary solely because the
individual is a Beneficiary of an Account under the Program. Each Account Owner and Third-Party Contributor
acknowledges that the Beneficiary of the Account has not been given any rights or legal interest with respect to the Account

unless the Beneficiary is the Account Owner.

E. THE VALUE OF ANY ACCOUNT AT ANY TIME MAY BE MORE OR LESS THAN THE AMOUNT INVESTED IN
THE ACCOUNT. NONE OF: 1) THE STATE OF NEW JERSEY; 2) HESAA; 3) FRANKLIN TEMPLETON
INVESTMENTS OR ANY ENTITY AFFILIATED THEREWITH; 4) ANY CONSULTANT OR ADVISER RETAINED BY
ANY SUCH PARTY; OR 5) ANY OTHER PERSON GUARANTEE OR INSURE ANY ACCOUNTS ESTABLISHED
UNDER THE PLAN, THE PRINCIPAL DEPOSITED OR THE INVESTMENT RETURN. EACH ACCOUNT OWNER
AND THIRD-PARTY CONTRIBUTOR UNDERSTANDS THAT THE VALUE OF ANY ACCOUNT AT ANY TIME MAY
BE MORE OR LESS THAN THE AMOUNT INVESTED IN THE ACCOUNT. Each Account Owner and Third-Party
Contributor understands that returns on contributions or investments in the Program are not guaranteed by the State of New
Jersey, HESAA, the Trust, the Program Manager or any other contractor, consultant or adviser retained by any such party,
that none of such parties assumes any risk or liability for funds contributed to or invested in the Program and that the
Account Owner assumes all investment risk of an investment in or contribution to the Program, including the potential loss of
principal and liability for income tax surcharges or penalties that are assessable in connection with a distribution of amounts
invested under the Program. Neither the Account, nor any amount contributed thereto or on deposit therein, is a bank deposit
or is insured by the Federal Deposit Insurance Corporation. Each Account Owner and Third-Party Contributor recognizes
that the investment of contributions to the Account and of Account balances involves certain risks, and has taken into
consideration and understands the risk factors relating to investments of contributions to the Account and Account balances,

including, but not limited to, those set forth in the Investor Handbook under the caption “Risk Factors.”

E. Each Account Owner and Third-Party Contributor recognizes that none of the Account Owner, any Third-Party
Contributor or the Beneficiary is or will be permitted to have any role in the selection or retention of the Program Manager or
to direct the investment of contributions to the Account and of Account balances, either directly or indirectly, other than the
Account Owner’s selection, and potential later revision, of the Investment Option(s) for the contributions to the Account.
Each Account Owner and Third-Party Contributor understands and acknowledges that once invested under a particular
Investment Option, contributions and earnings thereon may only be transferred by the Account Owner to another Investment
Option once per calendar year, or otherwise when the Account Owner changes the Beneficiary of the Account as provided in
the Investor Handbook.

G. Each Account Owner and Third-Party Contributor acknowledges and agrees that no Account can be used by the Account
Owner, Third-Party Contributor or the Beneficiary as collateral for any loan. Any attempted use of an Account as collateral

for a loan shall be void.

H. Each Account Owner and Third-Party Contributor acknowledges and agrees that no Account Owner, Third-Party
Contributor or Beneficiary may assign or transfer any interest in any Account except, to the extent described in the Investor
Handbook, to any person designated by the Account Owner to assume ownership of the Account in accordance with the
Investor Handbook and this Participation Agreement or as required by law (including transfers of record ownership from a
custodian of an Account established for a minor under UTMA or UGMA when the minor for whom such Account was

established reaches the age specified by applicable law). Any other attempted assignment or transfer of such interest shall be void.

L. Each Account Owner and Third-Party Contributor acknowledges and agrees that the Program shall not loan any assets on

deposit in any Account established under the Program to any Account Owner, Third-Party Contributor or Beneficiary.
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J. Each Account Owner and Third-Party Contributor acknowledges and agrees that the Program is established and
maintained by the State of New Jersey and HESAA pursuant to applicable state laws and is intended to qualify for certain
federal income tax consequences under Section 529. Each Account Owner and Third-Party Contributor further acknowledges
that such federal and state laws are subject to change, sometimes with retroactive effect, and that none of the State of New
Jersey, HESAA, the Trust, the Program Manager or any contractor, adviser or consultant retained by any such party makes
any representation that such state or federal laws will not be changed or repealed or that the terms and conditions of the

Program will remain as currently described in the Investor Handbook and this Participation Agreement.

K. The Account Owner acknowledges and agrees that he or she will, or will cause the Beneficiary to, provide, if required by
HESAA or Program Manager in order to comply with Section 529, a signed statement identifying the amount of distributions,
if any, received from an Eligible Educational Institution at the end of each calendar year in which distributions for qualified
higher education expenses are made and at the end of the subsequent calendar year, and/or any other information that may be

required in order to comply with Section 529.

L. If the Account Owner is establishing an Account as a custodian for a minor under UTMA or UGMA, the Account Owner
acknowledges and agrees that he or she has reviewed the portion of the Investor Handbook entitled “Opening, Maintaining
and Contributing to an Account — Accounts Established under UTMA or UGMA,” and acknowledges and agrees that such
Account Owner assumes responsibility for any adverse consequences resulting from the establishment of an Account under
UTMA or UGMA.

M. If the Account Owner is executing this Agreement in a representative or fiduciary capacity, the Account Owner has full
power and authority to enter into and perform this Participation Agreement on behalf of the entity or individual named as the

Account Owner.

N. Each Account Owner and Third-Party Contributor understands that FTDI will not necessarily continue as Program
Manager for the entire period the Account is open, that, even if it does, there is no assurance that the terms and conditions of
the current Services Agreement between HESAA and FTDI would continue without material change, and that there are,
accordingly, various potential consequences Account Owners and Third-Party Contributors should take into consideration as
discussed in the Investor Handbook under the caption “Risk Factors — Change in Investment Policy, Program Manager or
Investment Manager,” including: (i) changes in the Investment Manager of the Investment Options; and (ii) changes in the

current Program management fee or other fees.

O. Each Account Owner and Third-Party Contributor acknowledges that no such person has been advised by the State of

New Jersey, HESAA, the Trust, the Program Manager or any of their affiliates, officers or employees to invest, or to refrain
from investing, in a particular Investment Option or in a particular Class of Trust Shares. Each Account Owner and Third-
Party Contributor acknowledges that such person is not relying on the State of New Jersey, HESAA, the Trust, the Program

Manager or any of their affiliates, officers or employees as such person’s tax consultant or financial planner.

ARTICLE VI - Miscellaneous Provisions

1. Limitation of Liability. The original Account Owner, by execution of an Account application, each successor Account
Owner, by succession to ownership of the Account, and each Third-Party Contributor, by contributing to the Account,
acknowledges that the payment of obligations under this Participation Agreement will be made only from the applicable
investment portfolio(s) of the Trust. Any claim against the Program or HESAA pursuant to a Participation Agreement may be
made solely against the assets of the applicable investment portfolio(s) of the Trust and not against any other funds or sources
of funds of HESAA or the State of New Jersey. Each Account Owner and Third-Party Contributor further acknowledges that
neither HESAA nor the Trust may pledge the credit or taxing power of the State of New Jersey.
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2. Contract Modifications. HESAA reserves the right to modify this Participation Agreement, as deemed necessary by HESAA
in its sole discretion, for such reasons as, but not limited to, assuring compliance with state or federal laws and regulations or
preserving the fiscal integrity of the Program. To the extent, if any, that this Participation Agreement references procedures,

HESAA reserves the right to change those procedures.

3. Necessity of Qualification. The Program is established with the intent that it shall qualify for favorable federal tax
treatment under Section 529. Each Account Owner and Third-Party Contributor agrees and acknowledges that qualification
under Section 529 is vital, and agrees that this Participation Agreement may be amended by HESAA at any time without the
Account Owner’s or Third-Party Contributor’s consent or prior notice if HESAA determines that such an amendment is

required to maintain qualification of the Program under Section 529 or to comply with other applicable laws.

4. Reporting. HESAA shall provide, or cause to be provided, quarterly statements to Account Owners with respect to each

Account, and tax reporting with respect to each Account as required by federal tax law.

5. Account Owner’s Indemnity. The Account Owner recognizes that the establishment of any Account will be based upon the
statements, agreements, representations, warranties and covenants set forth in this Participation Agreement, and the Account
Owner agrees to indemnify and to hold harmless the State of New Jersey, HESAA, the Trust, the Program Manager and any
representatives or contractors of any such party from and against any and all loss, damage, liability or expense, including
costs of reasonable attorney’s fees, to which they may be put or which they may incur by reason of, or in connection with,
any misstatement or misrepresentation made by the Account Owner, any Third-Party Contributor or any Beneficiary, any
breach by any such person of the acknowledgments, representations or warranties contained herein, any failure of any such
person to fulfill any covenants or agreements set forth herein or any action taken by such person other than in accordance
with the terms of this Participation Agreement. All statements, representations, warranties or covenants of any such person,

and this paragraph, shall survive the termination of this Participation Agreement.

6. Finality of Decisions and Interpretations. All decisions and interpretations by HESAA and the Program Manager in
connection with the operation of the Program shall be final and binding on each Account Owner, Third-Party Contributor,

Beneficiary and other person affected thereby.

7. Binding Nature; Third-Party Beneficiaries. This Participation Agreement shall survive the Account Owner’s death and shall
be binding upon the Account Owner’s personal representatives, heirs, successors and assigns. Each of the Program Manager
and HESAA is a Third-Party beneficiary of, and can rely upon and enforce, any agreements, representations and warranties in
this Participation Agreement. Neither a Third-Party Contributor nor any Beneficiary is an intended beneficiary of or may

enforce the provisions of this Participation Agreement.

8. Amendment and Termination. HESAA may at any time, and from time to time, amend this Participation Agreement, or
suspend or terminate the Program, by giving written notice of such action to the Account Owner (including, without
limitation, through the inclusion of an amended form of Participation Agreement in a revised Investor Handbook distributed
to the Account Owner or the separate distribution of an amended form of Participation Agreement to the Account Owner)
but, except as otherwise expressly provided herein or permissible under applicable law, the Account Owner’s Account may
not be diverted from the Account Owner’s or the Beneficiary’s exclusive benefit. Nothing contained in this Participation
Agreement shall constitute an agreement or representation by HESAA or any other party that HESAA will continue to

maintain the Program indefinitely.

9. Effective Date. The Participation Agreement shall become effective between HESAA and an original Account Owner upon
the Account Owner’s execution of an appropriate application form for the establishment of an Account, the acceptance of
such application form by the Program Record-Keeper on behalf of HESAA and the receipt of an initial contribution to the
Account established for such Account Owner. The Participation Agreement shall become effective as between HESAA and
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any successor Account Owner upon the successor Account Owner’s succession to ownership of the Account, without the need
for other action. The Participation Agreement shall become effective with respect to the representations, warranties, and
acknowledgments of any Third-Party Contributor immediately upon receipt by or on behalf of HESAA of any contribution

from such Third-Party Contributor, without the need for other action.

10. Factual Determinations. All factual determinations regarding residency, whether a false statement by an Account Owner,
Third-Party Contributor or Beneficiary relating to a substantial fact regarding the Program was made with the intention to

deceive and any other factual determinations regarding this Participation Agreement will be at the sole discretion of HESAA.
11. Governing Law. The Participation Agreement will be construed in accordance with the laws of the State of New Jersey.

12. Construction. In the event that any clause or portion of this Participation Agreement is found to be invalid or
unenforceable by a court of competent jurisdiction, at the option of HESAA, this Participation Agreement may be deemed
void or that clause or portion found to be invalid will be severed from this Participation Agreement and the remainder of this

Participation Agreement will continue in full force and effect as if such clause or portion had never been included.

13. Exclusivity. Subject to all applicable state and federal laws, rules, and regulations, the Investor Handbook, including the
most recent Participation Agreement included therein, and the related application form, constitute the complete and exclusive
statement of the agreement between HESAA and the Account Owner, and supersede any prior agreement, oral or written, and
any other communications between HESAA (through any means and by any individuals) relating to the subject matter of this
Participation Agreement. If however, there is a conflict between any such documentation and this Participation Agreement,

the terms described in the then current Investor Handbook shall take precedence.

14. Actions by Program Manager and Program Record-Keeper. The Program Manager and Program Record-Keeper may act,
as stated in the Investor Handbook or otherwise authorized from time to time by HESAA, as HESAA’s, the Trust’s or the
Program’s agents for purposes of effecting actions, instructions or determinations by HESAA, the Trust or the Program under

this Participation Agreement.

15. Arbitration. The original Account Owner, by execution of an Account application, each successor Account Owner, by
succession to ownership of the Account, and each Third-Party Contributor, by contributing to the Account, agrees (on behalf
of themselves and the Beneficiary of the Account) that all controversies which may arise between any Account Owner, Third-
Party Contributor or Beneficiary and HESAA or the Program Manager involving any transaction in the Account, or the

construction, performance or breach of this Participation Agreement, shall be determined by arbitration.

This agreement to arbitrate all controversies does not constitute an agreement to arbitrate the arbitrability of any controversy,

unless otherwise clearly and unmistakably required by the arbitration rules of the forum elected, as set forth below.

e Arbitration is final and binding on the parties.

e Each Account Owner, Third-Party Contributor and Beneficiary of the Account, HESAA and the Program Manager are

waiving their right to seek remedies in court, including the right to a jury trial.
e Pre-arbitration discovery is generally more limited than and different from court proceedings.

e The arbitrators’ award is not required to include factual findings or legal reasoning and any party’s right to appeal or to

seek modification of rulings by the arbitrators is strictly limited.
¢ The panel of arbitrators will typically include a minority of arbitrators who are affiliated with the securities industry.

Any arbitration under this Participation Agreement shall be conducted only before the New York Stock Exchange, Inc., an
arbitration facility provided by any other exchange of which the Program Manager is a member, or the Financial Industry

Regulatory Authority, and in accordance with its arbitration rules then in force. An Account Owner, Third-Party Contributor
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or Beneficiary may elect in the first instance whether arbitration shall be conducted before the New York Stock Exchange,
Inc., or the Financial Industry Regulatory Authority, but if the Account Owner, Third-Party Contributor or Beneficiary fails to
make such election, by registered letter or telegram addressed to the office of HESAA or the Program Manager, as applicable,
or such other address that HESAA or the Program Manager may advise such person of from time to time, before the
expiration of five days after receipt of a written request from HESAA or the Program Manager to make such election, then
HESAA or the Program Manager may make such election. Judgment upon the award of the arbitrators may be entered in any

court, state or federal, having jurisdiction.

Nothing contained herein shall limit the ability of the arbitrators to make an award under the rules of the arbitration forum
and applicable law. Nothing contained herein is intended: (i) to cause any Third-Party Contributor or Beneficiary to have, or
to imply that any such person may have, any contractual rights under this Participation Agreement; or (ii) to cause any such

person to be, or to imply that any such person may be intended Third-Party beneficiaries of this Participation Agreement.

No person who is a member of a putative class who has not opted out of the class with respect to any claims encompassed by
the putative class action shall bring a putative or certified class action to arbitration, or seek to enforce any pre-dispute
arbitration, or seek to enforce any pre-dispute arbitration agreement against any person who has initiated in court a putative

class action until:

(i)  the class certification is denied;
(ii) the class is decertified; or

(iii) such person is excluded from the class by the court.

Such forbearance to enforce an agreement to arbitrate shall not constitute a waiver of any rights under this Participation

Agreement except to the extent stated herein.
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Appendix B

Historical Performance of the Trust Portfolios

The table on the following pages shows total returns for Class A, B and C Trust Shares. The investment return and principal
value will fluctuate so that an investor’s Trust Shares, when redeemed, may be worth more or less than the original cost. See
“Risk Factors — General Risks” and “Risk Factors — General Investment Risks.” Performance shown is past performance and
includes periods with unusually favorable conditions in some markets. No assurances can be given that such performance or
market conditions will be repeated in the future. Ongoing market volatility can dramatically impact short-term returns.
Current performance may differ from figures shown. Moreover, the Plan did not become operational until March 2003 and
certain of the Trust Portfolios or classes of Trust Shares were not made available until later in 2003, or, in the case of the
Founding Funds 529 Portfolio, until June 2005, or in the case of the Age-Based Moderate and Conservative Asset Allocation
Portfolios, until April 2010. Accordingly, historical performance information of the Trust Portfolios is only available for the
applicable period. See “Risk Factors — Limited Operating History.”

Total returns in the table on the following page do not reflect the current $25 annual Account fee, which would lower returns
for investors with an Account for which such fee has not been waived. The returns shown under “All Sales Charges” are net
of applicable fees, expenses and sales charges of the Plan, including: (1) current Program management fee of 40 basis points
per annum assessed against the assets of the applicable Trust Portfolio; (2) current annual sales fees of 25 basis points per
annum for Class A Trust Shares and 100 basis points per annum for Class B Trust Shares and Class C Trust Shares, assessed
in each case against the allocable assets of the applicable Trust Portfolio; (3) expenses applicable to the share classes of the
underlying mutual funds in which the applicable Trust Portfolio invests; (4) for the Stable Value 529 Portfolio, the sub-
advisory fees assessed to the Trust Portfolio, and (5) sales loads or sales charges as described in the next sentence. Such returns
reflect: (i) in the case of Class A Trust Shares, a maximum front-end sales load of 5.75% or 4.25%, as applicable, of the
amount invested; (ii) in the case of Class B Trust Shares, a maximum contingent deferred sales charge of 4% of the NAV of
the Trust Shares at the beginning of the applicable investment period that is assessed at the end of the applicable investment
period; and (iii) in the case of Class C Trust Shares, a maximum contingent deferred sales charge of 1% of the NAV of the
Trust Shares at the beginning of the applicable investment period that is assessed at the end of the applicable investment
period (unless the applicable investment period exceeds one year, in which case no contingent deferred sales charge is
assessed). A contingent deferred sales charge of 0.75% is applicable to Class A Trust Shares of the Income 529 Portfolio,
Franklin Income 529 Portfolio and Stable Value 529 Portfolio purchased without an initial sales charge and redeemed within

18 months of purchase.

The returns shown under “No Sales Charges” are the same as those shown under “All Sales Charges” except that such
returns are not net of one-time sales loads or sales charges described in (5) above, which would lower returns. Plan fees,
expenses and sales charges are subject to change. Underlying fund expenses will vary and in some cases have been, and may
from time to time be, reduced by fee and expense waivers or reimbursements, which may be ended at any time. The
implementation and termination of any such waiver or reimbursement would affect future performance. For more recent
performance information, please call (866) 362-1597 or visit franklintempleton.com.
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Trust Portfolio Performance’

All Sales Charges No Sales Charges
Year-to-Date Year-to-Date
Total Return Total Return
as of Average Annual Total Return as of Average Annual Total Return
June 30, 2012 as of June 30, 2012 June 30, 2012 as of June 30, 2012
Since Since Inception

Trust Portfolio 1 Year 3 Years Inception? 1 Year 3 Years Inception Date?
Growth Age-Based
Asset Allocations®
Newhorn — 8 years
Class A -0.98% -12.53% 9.82% 6.65% 5.07% -7.18% 12.02% 7.33% 03/26/03
Class B 0.67% -11.59% 10.38% 6.62% 4.67% -7.91% 11.19% 6.62% 03/28/03
Class C 3.66% -8.78% 11.18% 6.68% 4.66% -7.86% 11.18% 6.68% 03/31/03
Age 9 - 12 years
Class A -1.59% -9.82% 8.35% 6.22% 4.39% -4.33% 10.52% 6.90% 03/26/03
Class B -0.01% -8.88% 8.87% 6.15% 3.99% -5.08% 9.70% 6.15% 04/02/03
Class C 3.00% -6.07% 9.68% 6.19% 4.00% -5.12% 9.68% 6.19% 03/31/03
Age 13 — 16 years
Class A -2.28% -1.47% 7.02% 5.86% 3.69% -1.80% 9.15% 6.54% 03/31/03
Class B -0.75% -6.44% 7.48% 5.70% 3.25% -2.54% 8.34% 5.70% 04/08/03
Class C 2.25% -3.57% 8.31% 5.60% 3.25% -2.59% 8.31% 5.60% 04/09/03
Age 17+ years
Class A -3.01% -4.77% 5.26% 4.43% 2.94% 1.02% 7.37% 511% 05/05/03
Class B -1.44% -3.73% 5.70% 4.48% 2.56% 0.27% 6.58% 4.48% 05/01/03
Class C 1.58% -0.67% 6.59% 4.56% 2.58% 0.33% 6.59% 4.56% 04/09/03
Moderate Age-Based
Asset Allocations
Newhorn — 8 years
Class A -1.64% -10.03% — 0.24% 4.40% -4.53% — 2.99% 04/21/10
Class B -0.01% -8.96% — 0.85% 3.99% -5.17% — 2.20% 04/21/10
Class C 3.00% -6.12% — 2.11% 4.00% -5.17% — 2.11% 04/21/10
Age 9 - 12 years
Class A -2.49% -1.80% — 0.73% 3.46% -2.16% — 3.49% 04/21/10
Class B -0.95% -6.76% — 1.35% 3.05% -2.87% — 2.69% 04/21/10
Class C 2.04% -3.75% — 2.718% 3.04% -2.78% — 2.78% 04/21/10
Age 13 — 16 years
Class A -3.08% -5.20% — 1.15% 2.82% 0.62% — 3.91% 04/21/10
Class B -1.61% -4.26% — 1.82% 2.39% -0.27% — 3.15% 04/21/10
Class C 1.39% -1.18% — 3.11% 2.39% -0.18% — 3.11% 04/21/10
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All Sales Charges

No Sales Charges

Year-to-Date
Total Return

Year-to-Date
Total Return

as of Average Annual Total Return as of Average Annual Total Return
June 30, 2012 as of June 30, 2012 June 30, 2012 as of June 30, 2012

Since Since Inception
Trust Portfolio 1 Year 3 Years Inception? 1 Year 3 Years Inception Date?
Age 17+ years
Class A -3.69% -2.52% — 1.55% 2.19% 3.41% — 4.32% 04/21/10
Class B -2.16% -1.30% — 2.22% 1.84% 2.70% — 3.55% 04/21/10
Class C 0.75% 1.70% — 3.55% 1.75% 2.70% — 3.55% 04/21/10
Conservative Age-Based
Asset Allocations
Newhorn — 8 years
Class A -2.22% -7.52% — 1.02% 3.72% -1.89% — 3.78% 04/23/10
Class B -0.69% -6.50% — 1.65% 3.31% -2.60% — 2.98% 04/23/10
Class C 2.31% -3.57% — 2.98% 3.31% -2.60% — 2.98% 04/23/10
Age 912 years
Class A -3.00% -4.95% — 0.90% 2.91% 0.89% — 3.68% 04/23/10
Class B -1.42% -3.91% — 1.58% 2.58% 0.09% — 2.92% 04/23/10
Class C 1.58% -1.00% — 2.84% 2.58% 0.00% — 2.84% 04/23/10
Age 13 — 16 years
Class A -3.68% -2.52% — 1.46% 2.18% 3.40% — 4.26% 04/23/10
Class B -2.25% -1.40% — 2.12% 1.75% 2.60% — 3.45% 04/23/10
Class C 0.75% 1.50% — 3.45% 1.75% 2.50% — 3.45% 04/23/10
Age 17+ years
Class A -5.71% -6.07% — -3.12% 0.00% -0.30% — -0.46% 04/23/10
Class B -4.29% -4.88% — -2.56% -0.31% -0.92% — -1.20% 04/23/10
Class C -1.41% -2.01% — -1.24% -0.41% -1.02% — -1.24% 04/23/10
Objective-Based
Asset Allocations
Founding Funds
529 Portfolio
Class A -0.42% -8.55% 9.33% 1.63% 5.69% -2.94% 11.50% 2.49% 06/27/05
Class B 1.33% -7.53% 9.78% 1.72% 5.33% -3.68% 10.60% 1.72% 06/27/05
Class C 4.23% -4.64% 10.61% 1.71% 5.23% -3.68% 10.61% 1.71% 06/27/05
Corefolio®
529 Portfolio*
Class A 0.44% -8.56% 10.97% 5.97% 6.57% -2.99% 13.17% 6.65% 03/25/03
Class B 2.19% -7.56% 11.50% 5.79% 6.19% -3.70% 12.30% 5.79% 04/08/03
Class C 5.27% -4.65% 12.32% 5.88% 6.27% -3.69% 12.32% 5.88% 03/31/03
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All Sales Charges No Sales Charges
Year-to-Date Year-to-Date
Total Return Total Return
as of Average Annual Total Return as of Average Annual Total Return
June 30, 2012 as of June 30, 2012 June 30, 2012 as of June 30, 2012
Since Since Inception

Trust Portfolio 1 Year 3 Years Inception? 1 Year 3 Years Inception Date?
Growth 529 Portfolio®
Class A -0.93% -12.41% 9.75% 6.65% 5.13% -7.09% 11.94% 7.33% 03/25/03
Class B 0.78% -11.43% 10.31% 6.65% 4.78% -1.74% 11.12% 6.65% 03/25/03
Class C 3.76% -8.64% 11.13% 6.99% 4.76% -1.12% 11.13% 6.59% 03/28/03
Growth & Income
529 Portfolio®
Class A -2.33% -1.37% 6.92% 5.61% 3.65% -1.73% 9.06% 6.28% 03/25/03
Class B -0.72% -6.35% 7.39% 5.56% 3.28% -2.45% 8.25% 5.56% 04/03/03
Class C 2.21% -3.46% 8.24% 5.34% 3.27% -2.48% 8.24% 5.34% 04/25/03
Income 529 Portfolio
Class A -2.25% -1.00% 4.00% 3.66% 2.07% 3.36% 5.52% 4.32% 04/08/03
Class B -2.30% -1.40% 3.82% 3.66% 1.70% 2.60% 4.74% 3.66% 04/22/03
Class C 0.76% 1.59% 4.75% 3.58% 1.76% 2.59% 4.75% 3.58% 03/31/03
Individual Portfolios
International Equity:
Templeton Growth
529 Portfolio
Class A -1.48% -15.35% 7.03% 4.99% 4.52% -10.19% 9.16% 5.67% 03/25/03
Class B 0.13% -14.45% 1.46% 4.88% 4.13% -10.89% 8.32% 4.88% 03/25/03
Class C 3.17% -11.72% 8.33% 4.65% 4.17% -10.83% 8.33% 4.65% 03/28/03
Domestic Equity:
Franklin Growth
529 Portfolio®
Class A 1.12% -4.12% 13.65% 4.79% 7.30% 1.75% 15.92% 5.47% 04/22/03
Class B 2.85% -3.11% 14.27% 4.50% 6.85% 0.89% 15.03% 4.50% 05/12/03
Class C 5.88% -0.04% 15.04% 5.11% 6.88% 0.96% 15.04% 5.11% 04/01/03
Franklin Small-Mid Cap
Growth 529 Portfolio
Class A -0.56% -12.52% 14.47% 1.79% 5.51% -1.17% 16.74% 8.48% 03/28/03
Class B 1.19% -11.53% 15.14% 1.82% 5.19% -1.84% 15.89% 1.82% 04/08/03
Class C 4.15% -8.75% 15.90% 1.65% 5.15% -1.82% 15.90% 7.65% 03/28/03
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All Sales Charges No Sales Charges
Year-to-Date Year-to-Date
Total Return Total Return
as of Average Annual Total Return as of Average Annual Total Return
June 30, 2012 as of June 30, 2012 June 30, 2012 as of June 30, 2012
Since Since Inception

Trust Portfolio 1 Year 3 Years Inception? 1 Year 3 Years Inception Date?
Value:
Mutual Shares
529 Portfolio
Class A 0.29% -6.84% 9.74% 5.51% 6.41% -1.13% 11.93% 6.19% 03/31/03
Class B 1.96% -5.88% 10.24% 5.33% 5.96% -1.96% 11.06% 5.33% 04/02/03
Class C 4.93% -2.93% 11.06% 5.26% 5.93% -1.95% 11.06% 5.26% 03/28/03
Income:
Franklin Income
529 Portfolio
Class A 1.48% -1.83% 11.53% 1.23% 5.97% 2.53% 13.16% 1.13% 04/07/03
Class B 1.59% -2.26% 11.52% 7.11% 5.59% 1.74% 12.32% 71.11% 04/01/03
Class C 4.63% 0.81% 12.31% 6.91% 5.63% 1.81% 12.31% 6.91% 03/28/03
Stable Value
529 Portfolio®
Class A -4.16% -4.16% -1.41% 0.62% 0.09% 0.09% 0.03% 1.09% 04/13/03
Class B -4.00% -4.00% -1.01% 0.56% 0.00% 0.00% 0.00% 0.56% 04/08/03
Class C -1.00% -1.00% 0.00% 0.56% 0.00% 0.00% 0.00% 0.56% 04/07/03
Index Style:
S&P 500 Index
529 Portfolio’
Class A 2.76% -1.44% 13.14% 5.32% 9.04% 4.58% 15.40% 6.00% 04/08/03
Class B 4.62% -0.15% 13.78% 4.72% 8.62% 3.85% 14.55% 4.72% 05/07/03
Class C 7.63% 2.80% 14.52% 5.47% 8.63% 3.80% 14.52% 5.47% 04/01/03

1. Non-Qualified Distributions from the Program generally are subject to a 10% federal tax penalty and ordinary federal income taxes on earnings, as well as possible state taxes. Performance
does not reflect any taxes payable in connection with Non-Qualified Distributions, or, if applicable, Qualified Distributions. Expense or fee waivers and/or reimbursements applicable to underlying
funds in which plan portfolios invest may have increased past performance, if such waivers or reimbursements are reduced or eliminated future performance will be lower.

2. The inception date of the shares of each Trust Portfolio is the date on which an investment of shares was first made.

3. Performance prior to May 6, 2009, reflects investment in Franklin Capital Growth Fund rather than Franklin Flex Cap Growth Fund.

4. Performance prior to May 6, 2009, reflects an allocation of 25% of portfolio assets to Franklin Capital Growth Fund. From May 6, 2009 to July 14, 2010, that allocation was replaced by an
allocation to Franklin Growth Fund; during that time the portfolio had an allocation of 50% of its assets to that fund. Beginning on July 15, 2010, half of the portfolio’s allocation to Franklin
Growth Fund has been replaced with an allocation to Franklin Flex Cap Growth Fund, so that the portfolio allocates 25% of its assets to each of those funds.

5. Stable Value Actions taken beginning in July 2009 (see, “Actions with Respect to the Stable Value 529 Portfolio” under “Fees and Expenses,” above) have increased the performance of Stable
Value, or of particular classes of shares of Stable Value, relative to what it would be without such Stable Value Actions, and the discontinuation of such Stable Value Actions will reduce the performance
of Stable Value, or of particular classes of shares of Stable Value, relative to what it would be if such Stable Value Actions were continued.

6. Prior to May 6, 2009, the Trust Portfolio: (i) was named Franklin Capital Growth 529 Portfolio; (ii) invested in the Franklin Capital Growth Fund instead of the Franklin Growth Fund; and (iii)
had a different investment strategy. Performance prior to May 6, 2009, reflects investment in the Franklin Capital Growth Fund.

7. Prior to December 3, 2009, the portfolio invested in shares of the UBS S&P 500 Index Fund; since that date the portfolio has invested in shares of the JPMorgan Equity Index Fund, a fund of
JPMorgan Trust II.

79 Franklin Templeton 529 College Savings Plan franklintempleton.com



Appendix C

Description of Mutual Funds in Which Trust Portfolio Assets May Be Invested

Set forth below is a summary of the investment goal and main strategies of the mutual funds (each of which is referred to as
the “Fund”) in which one or more of the Trust Portfolios invest. The summary also identifies the main types of risk to which
the underlying funds may be subject, which are described in the Investor Handbook under “Risk Factors — Specific Investment
Risks.” The information set forth below has been summarized for inclusion herein by the Program Manager from the most
current prospectus available for the applicable mutual fund as of the date this Investor Handbook was sent to print. Neither
HESAA nor the Program Manager has independently verified the information contained in any such mutual fund prospectus
and no representation is made by HESAA or the Program Manager as to its accuracy or completeness. Additional
information regarding each of the underlying funds, and the risks associated with such funds, is set forth in each fund’s
prospectus and statement of additional information (“SAI”). Copies of the underlying fund prospectuses, SAls, annual and
semi-annual shareholder reports and performance information can be obtained from Financial Advisors or by calling Franklin
Templeton toll free at (866) 362-1597. No offer is made in this Investor Handbook of shares of any of the underlying funds.

Franklin Flex Cap Growth Fund

e Investment Goals and Main Strategies. This Fund’s investment goal is capital appreciation. Under normal market
conditions, the Fund invests predominantly in equity securities of companies that the manager believes have the potential
for capital appreciation. The Fund has the flexibility to invest in companies located, headquartered, or operating inside
and outside the United States, across the entire market capitalization spectrum from small, emerging growth companies
to well-established, large capitalization companies. A significant to substantial portion of the Fund’s investments may be
in smaller and midsize companies. Among other things, the Fund may invest in initial public offerings of securities. From
time to time the Fund may have significant positions in particular sectors such as technology (including electronic

technology, technology services, biotechnology and health care technology) and industrials.

e Main Risks. This Fund is subject to the following types of main investment risks, which are described in the Investor
Handbook under “Risk Factors — Specific Investment Risks”: focus, growth style investing; initial public offerings,

management, market, and smaller and midsize companies.

Franklin Growth Fund

¢ Investment Goals and Main Strategies. This Fund’s investment goal is capital appreciation. Under normal market
conditions, the fund invests substantially in the equity securities of companies that are leaders in their industries.
Although the Fund normally invests substantially in the equity securities of U.S.-based large and medium market
capitalization companies, it may invest in companies in new and emerging industries where growth is expected to be
above average and may invest up to 40% of its assets in smaller companies, generally those with market capitalizations
of less than $1.5 billion. Among other things, the Fund may invest in convertible securities and up to 40% of its assets in
foreign securities, and up to 10% of its assets in non-U.S. dollar denominated securities. The Fund expects to have
significant positions in particular sectors which may include, for example, technology (including computers and
telecommunications); health care (including biotechnology) and industrials. Due to market appreciation, the Fund’s
investment in an industry sector or the securities of a single company may come to represent a significant portion of the
Fund’s portfolio.

¢ Main Risks. This Fund is subject to the following types of main investment risks, which are described in the Investor
Handbook under “Risk Factors — Specific Investment Risks”: focus, foreign securities, health care companies,

industrials, management, market, smaller and midsize companies, and technology and telecommunications companies.
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Franklin Income Fund

¢ Investment Goals and Main Strategies. This Fund’s investment goal is to maximize income while maintaining prospects
for capital appreciation. Under normal market conditions, the Fund may invest in a diversified portfolio of debt and
equity securities (primarily common stock). The Fund seeks income by selecting investments such as corporate, foreign
and U.S. Treasury bonds, as well as stocks with dividend yields the manager believes are attractive. In its search for
growth opportunities, the Fund maintains the flexibility to invest in common stocks of companies from a variety of
industries such as utilities, financials, energy, healthcare and telecommunications and may have significant investments
in particular sectors or industries at times. The Fund may invest up to 100% of total assets in debt securities that are
rated below investment grade (sometimes called “junk bonds”) including a portion in defaulted securities, and may
invest in convertible securities without regard to the ratings assigned by ratings services. The Fund may invest up to
25% of its assets in foreign securities, either directly or through depository receipts. The Fund may also invest in secured
and unsecured corporate bank loans, bonds convertible into common stock, senior floating rate and terms loans, loan
participations, mortgage securities and other asset-backed securities. Among other things, the Fund may invest in equity

linked notes and various derivative instruments.

e Main Risks. This Fund is subject to the following types of main investment risks, which are described in the Investor
Handbook under “Risk Factors — Specific Investment Risks”: convertible securities, credit, derivative instruments,
equity-linked notes, floating rate corporate loans, focus, foreign securities, high-yield debt securities; income, interest

rate, management, market, mortgage securities and asset-backed securities, prepayment, and value style investing.

Franklin Limited Maturity U.S. Government Securities Fund

¢ Investment Goals and Main Strategies. The Fund’s investment goal is to provide as high a level of current income as is
consistent with prudent investing, while seeking preservation of shareholders’ capital. Under normal market conditions the
Fund will invest at least 80% of its net assets in securities with a dollar-weighted average maturity of less than 10 years and
issued or guaranteed by the U.S. government, its agencies, or instrumentalities. The Fund generally invests a substantial portion
of its assets in mortgage-backed securities including adjustable rate mortgage securities, but the Fund also invests in direct
obligations of the U.S. government (such as Treasury bonds, bills and notes) and in securities issued or guaranteed by the U.S.
government, its agencies and instrumentalities, including government sponsored entities. All of the Fund’s principal
investments are debt securities. 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. 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. Although U.S.
government-sponsored entities, such as Fannie Mae and Freddie Mac, may be chartered by acts of Congress, 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 always do so. For example, Fannie Mae and
Freddie Mac pass-through mortgage certificates are backed by the credit of the respective instrumentality and are not
guaranteed by the U.S. government. The U.S. Department of the Treasury, however, has the authority to support Fannie Mae
and Freddie Mac by purchasing limited amounts of their respective obligations. Other securities issued by government agencies
or instrumentalities, including government sponsored entities may only be backed by the credit worthiness of the issuing
institution, not the U.S. Government, or the issuers may have the right to borrow from the U.S. Treasury to meet its
obligations. The Fund may invest in securities with various levels of credit support including, but not limited to, those issued or
guaranteed by the Federal Home Loan Banks, Veteran Administration, Federal Housing Authority, Export-Import Bank of the
United States, Overseas Private Investment Corporation, Commodity Credit Corporation, Small Business Administration, U.S.
Agency for International Development, Tennessee Valley Authority and Farm Credit System. 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. The

Fund currently maintains the average dollar-weighted maturity of its fixed-rate portfolio in a range of one to five years. The
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average dollar-weighted maturity of the Fund will vary with market conditions and the outlook for interest rates. The Fund
may invest in callable agency securities, which give the issuer (the U.S. government agency) the right to redeem the security

prior to maturity and may also invest in inflation-indexed securities issued by U.S. governments and municipal issuers.

e Main Risks. This Fund is subject to the following types of main investment risks, which are described in the Investor
Handbook under “Risk Factors — Specific Investment Risks”: credit, extension, inflation-indexed securities, income,
interest rate, management, market, mortgage securities, mortgage-backed securities and asset-backed securities,

prepayment, and variable rate securities.

Franklin Small-Mid Cap Growth Fund

¢ Investment Goals and Main Strategies. This Fund’s investment goal is long-term capital growth. Under normal market
conditions, the Fund invests at least 80% of its net assets in the equity securities of small capitalization and mid
capitalization companies. For this Fund, small capitalization companies are companies within the market capitalization
range of companies in the Russell 2500™ Index, at the time of purchase, and mid capitalization companies are companies
within the market capitalization range of companies in the Russell Midcap® Index, at the time of purchase. In most
instances, the manager intends to 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 capitalization measures described
above. In addition to the Fund’s main investments, the Fund may invest in, among other things, equity securities of larger
companies and may invest up to 10% of its total assets in foreign securities, including those of developing or emerging
markets. The Fund, from time to time, may have significant positions in particular sectors such as technology (including

health care technology, technology services and electronic technology), industrials and health care.

¢ Main Risks. This Fund is subject to the following types of main investment risks, which are described in the Investor
Handbook under “Risk Factors — Specific Investment Risks”: developing markets, focus, foreign securities, growth style
investing, liquidity, management, market, and smaller and midsize companies.

Franklin Strategic Income Fund

¢ Investment Goals and Main Strategies. This Fund’s principal investment goal is to earn a high level of current income. Its
secondary goal is capital appreciation over the long term. Under normal market conditions, the Fund invests at least
65% of its assets in U.S. and foreign debt securities, including those in emerging markets. The Fund shifts its investments
among the following general asset classes, and at any given time may have a substantial amount of its assets invested in

any one of these classes:

¢ 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;
® Emerging market government and agency bonds;
e U.S. government and agency bonds, including inflation-indexed securities;
® Mortgage securities and other asset-backed securities;

¢ Floating and variable interest rate investments (which may be issued by corporations or governments and may be asset-

backed securities) which are debt securities;
¢ Bank loans and loan participations;
e Convertible securities, including bonds and preferred stocks; and
® Municipal securities.

The Fund may invest up to 100% of its assets in high yield, lower quality debt securities (also known as “junk bonds”).
The Fund may invest a small portion of its net assets in debt securities that are in default. The Fund may invest a portion

of its assets in bank loans, corporate loans and loan participations. Derivative investments may be used to help manage
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interest rate exposure, protect Fund assets, implement a cash or tax management strategy or enhance Fund income and
return. Derivatives may include the purchase and sale of credit default swaps and credit-linked securities. The Fund may
enter into various currency related transactions involving derivative instruments, including currency and cross currency
forwards and currency and currency index futures contracts. The Fund may also enter into interest rate and credit
related transactions involving derivative instruments, including interest rate and credit default swaps and bond/interest
rate futures contracts. In addition, the Fund may invest a portion of its assets in, among other things, credit-linked

securities as a means of investing more rapidly and efficiently in permitted segments of the debt securities markets.

® Main Risks. This Fund is subject to the following types of main investment risks, which are described in the Investor
Handbook under “Risk Factors — Specific Investment Risks”: convertible securities, credit, credit-linked securities,
derivative instruments, extension, focus, foreign securities, high-yield debt securities, income, interest rate, liquidity,

management, market, mortgage-backed securities and asset-backed securities, prepayment, and variable rate securities.

Franklin Total Return Fund

¢ Investment Goals and Main Strategies. This Fund’s principal investment goal is to provide high current income, consistent
with the preservation of capital. Its secondary goal is capital appreciation over the long term. Under normal market
conditions, the Fund invests at least 80% of its assets in investment grade debt securities and investments, including
government and corporate debt securities, mortgage- and asset-backed securities, investment grade corporate loans,
municipal securities, and futures with reference securities that are investment grade. The Fund currently focuses on
government and corporate debt securities and mortgage- and asset-backed securities. The Fund focuses on investment
grade securities and investments or in unrated securities and investments the Fund’s investment manager determines are of
comparable quality. The Fund may invest up to 20% of total assets in non-investment grade debt securities, including up
to 5% in securities rated lower than B by S&P or Moody’s, which may include defaulted securities. Many of the
mortgage-backed securities in which the Fund invests are issued or guaranteed by the U.S. government, its agencies or
instrumentalities, such as Ginnie Mae and U.S. government-sponsored entities, such as Fannie Mae and Freddie Mac;
others are issued by private entities. 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 recently 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. For example, Fannie Mae and Freddie Mac pass-through mortgage certificates are backed by the credit of the
respective instrumentality and are not guaranteed by the U.S. government. The U.S. Department of the Treasury, however,
has the authority to support Fannie Mae and Freddie Mac by purchasing limited amounts of their respective obligations.
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. 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.
Among other things, the Fund may also invest in mortgage dollar rolls. The Fund regularly enters into interest rate, credit
and currency-related transactions involving certain derivative instruments, including interest rate or bond futures
contracts, options on such contracts, swap agreements, which may include interest rate and credit default swaps, currency
and cross currency forwards, and currency and currency index futures contracts. The use of these derivative transactions
may allow the Fund to obtain net long or net negative (short) exposures to selected interest rates, countries, duration or
credit risks, or currencies. The results of such transactions may also represent, from time to time, a significant component
of the Fund’s investment returns. The Fund also may invest a portion of its assets in corporate loans made to, or issued by,
borrowers that are U.S. companies, foreign borrowers and U.S. subsidiaries of foreign borrowers and that typically have
floating interest rates. The Fund may invest up to 25% of its total assets in foreign securities, including up to 20% of its

total assets in non-U.S. dollar denominated securities and up to 10% of its total assets in emerging market securities.
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e Main Risks. This Fund is subject to the following types of main investment risks, which are described in the Investor
Handbook under “Risk Factors — Specific Investment Risks”: credit, derivative instruments, emerging markets,
extension, floating rate corporate loans, foreign securities, high-yield debt securities, income, interest rate, management,
market, mortgage dollar rolls, mortgage-backed securities and asset-backed securities, portfolio turnover, prepayment,

and unrated debt securities.

Franklin U.S. Government Securities Fund

¢ Investment Goals and Main Strategies. This Fund’s investment goal is income. Under normal market conditions, the Fund
invests at least 80% of its assets in U.S. government securities. The Fund presently invests substantially all of its assets in
Government National Mortgage Association obligations (“Ginnie Maes”). Ginnie Maes carry a guarantee backed by the
full faith and credit of the U.S. government. The guarantee applies only to the timely repayment of principal and interest
and not to the market prices and yields of the Ginnie Maes or to the NAV 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 are backed by the full faith and credit of the U.S. government, such as U.S. Treasury STRIPS, bills, bonds and
notes. The Fund’s short-term investments include short-term government securities and cash. Among other things, the

Fund may also invest in repurchase agreements collateralized by U.S. government securities and in mortgage dollar rolls.

® Main Risks. This Fund is subject to the following types of main investment risks, which are described in the Investor
Handbook under “Risk Factors — Specific Investment Risks”: credit, Ginnie Maes, income, interest rate, management,

market, and mortgage dollar rolls, and prepayment.

JPMorgan Equity Index Fund

¢ Investment Goals and Main Strategies. This Fund seeks investment results that correspond to the aggregate price and
dividend performance of securities in the Standard & Poor’s 500 Composite Stock Price Index (“Index”). The Fund
invests in stocks included in the S&P 500 Index and also may invest in stock index futures. The Fund’s adviser attempts
to track the performance of the S&P 500 Index to achieve a correlation of at least 0.95 between the performance of the
Fund and that of the S&P 500 Index without taking into account the Fund’s expenses. Perfect correlation would be
1.00. The percentage of a stock that the Fund holds will be approximately the same percentage that the stock represents
in the S&P 500 Index. The adviser generally picks stocks in the order of their weightings in the S&P 500 Index, starting
with the heaviest weighted stock. Under normal circumstances, at least 80% of the Fund’s Assets will be invested in
stocks of companies included in the index or indices identified by the Fund and in derivative instruments that provide
exposure to stocks of such companies. “Assets” means net assets, plus the amount of borrowings for investment
purposes. Derivatives, which are instruments that have a value based on another instrument, exchange rate or index,
may be used as substitutes for securities in which the Fund can invest. The Fund may use futures contracts to gain or
reduce exposure to its index, maintain liquidity and minimize transaction costs. In managing cash flows, the Fund buys
futures contracts to invest incoming cash in the market or sells futures contracts in response to cash outflows, thereby

gaining market exposure to the index while maintaining a cash balance for liquidity.

e Main Risks. This Fund is subject to the following types of main investment risks, which are described in the Investor
Handbook under “Risk Factors — Specific Investment Risks”: derivative instruments, equity market, index investing, mid

cap company, and redemption.

Money Market Portfolio

¢ Investment Goals and Main Strategies. This Fund’s investment goal is to provide investors with as high a level of current
income as is consistent with the preservation of shareholders’ capital and liquidity. The Fund also tries to maintain a
stable $1 share price. Under normal market conditions, the Fund invests, through The Money Market Portfolio, an
affiliated mutual fund, mainly in high quality, short-term U.S. dollar denominated money market securities of domestic

and foreign issuers, including:
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Bank obligations and instruments secured by bank obligations, which include fixed, floating or variable rate certificates
of deposit, letters of credit, time deposits, bank notes and bankers’ acceptances. From time to time, the Fund may
concentrate its investments in bank obligations (such as certificates of deposit) issued by domestic banks. Investments in
obligations of U.S. branches of foreign banks are considered domestic bank obligations if such branches have a federal

or state charter to do business in the U.S. and are subject to U.S. regulatory authorities.

Certificates of deposit, which are bank obligations that are issued against money deposited in a banking institution for a

specified period of time at a specified interest rate.

Commercial paper, which may also be asset-backed. At any time, the Fund may have a significant portion of its

investments in asset-backed commercial paper.

Repurchase agreements.

U.S. government securities, which include marketable fixed, floating and variable rate securities issued or guaranteed by
the U.S. government or its agencies, or by various instrumentalities that have been established or sponsored by the U.S.

government.

The Fund only buys securities that the investment manager determines present minimal credit risks. The Fund maintains
a dollar-weighted average portfolio maturity of 60 days or less and maintains a dollar-weighted average life for its
portfolio of 120 days or less, and only buys securities that: (1) mature in 397 calendar days or less, if such security is
rated in the highest rating category by the requisite rating agencies, as described in applicable regulation; or (2) mature
in 45 calendar days or less, if such security is rated in the second highest rating category by the requisite rating agencies,

as described in applicable regulation.

e Main Risks. This Fund is subject to the following types of main investment risks, which are described in the Investor
Handbook under “Risk Factors — Specific Investment Risks”: banking industry, credit, income, interest rate, liquidity,

management, repurchase agreements, risk associated with the Fund holding cash, and U.S. government securities.

Mutual European Fund

¢ Investment Goals and Main Strategies. This Fund’s principal investment goal is capital appreciation, which may
occasionally be short-term. Its secondary goal is income. Under normal market conditions, the Fund invests at least 80%
of its net assets in securities of European companies that the manager believes are available at market prices less than
their value based on certain recognized or objective criteria. The Fund primarily invests in undervalued securities, and to
a lesser extent, in merger arbitrage securities and distressed companies. The Fund is not limited to pre-set maximums
governing the size of companies in which it may invest; however, the Fund currently invests the equity portion of its
portfolio primarily to predominantly in mid and large capitalization companies with market capitalization values greater
than $1.5 billion. The Fund may also invest the remaining portion of its equity investments in smaller companies. The
Fund will normally invest in securities from at least five different countries although, from time to time, it may invest all
of its assets in a single country. The Fund also may invest up to 20% of its total assets in securities of U.S. issuers, as
well as in securities of issuers from the Levant, the Middle East and the remaining regions of the world. While the Fund
generally purchases securities for investment purposes, the manager may seek to influence or control management, or
invest in other companies that do so, when the manager believes the Fund may benefit. The Fund’s investments in
distressed companies typically involve the purchase of bank debt, lower-rated or defaulted debt securities, comparable
unrated debt securities, or other indebtedness (or participations in the indebtedness) of such companies. The Fund
generally makes such investments to achieve capital appreciation, rather than to seek income. The Fund may, from time
to time, enter into currency-related transactions involving certain derivative instruments, including currency forwards,
and currency and 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 derivatives, including put and call options on equity securities and swap agreements (which may

include total return and credit default swaps). The use of these derivative transactions may allow the Fund to obtain net
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long or net negative (short) exposures to selected countries, currencies or issues. 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. 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 that the
manager believes is relatively cheap or undervalued while at the same time selling short another security that the manager
believes is relatively expensive or 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.

e Main Risks. This Fund is subject to the following types of main investment risks, which are described in the Investor
Handbook under “Risk Factors — Specific Investment Risks”: credit, derivative instruments, foreign securities, high-yield
debt securities, securities, management, market, merger arbitrage securities and distressed companies, smaller and mid-

sized companies, unrated debt securities, and value investing.

Mutual Shares Fund

¢ Investment Goals and Main Strategies. This Fund’s investment goal is capital appreciation, which may occasionally be
short-term. Its secondary goal is income. Under normal market conditions, the Fund invests primarily in equity securities
(including securities convertible into, or that the manager expects to be exchanged for, common or preferred stock) of
companies of any nation that the manager believes are available at market prices less than their value based on certain
recognized or objective criteria. The Fund primarily invests in undervalued securities, and to a lesser extent, in merger
arbitrage securities and distressed companies. The Fund is not limited to pre-set maximums governing the size of
companies in which it may invest; however, as a general rule the Fund currently invests the equity portion of its portfolio
primarily to predominantly (up to 100%) in companies with market capitalization values greater than $5 billion, with a
portion or significant amount in smaller companies. While the Fund generally purchases securities for investment
purposes, the manager may seek to influence or control management, or invest in other companies that do so. 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 may, from time to time, enter into currency-related transactions
involving certain derivative instruments, including currency forwards, and currency and 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 derivatives, including
put and call options on equity securities and swap agreements (which may include total return and 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 issues. 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. The Fund’s investments in distressed companies typically involve the purchase of bank
debt, lower-rated or defaulted debt securities, comparable unrated debt securities, or other indebtedness (or
participations in the indebtedness) of such companies. The Fund generally makes such investments to achieve capital
appreciation, in addition to seeking income. 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 manager believes is either cheap relative to the price of the other
security or otherwise undervalued, and sells short the security that the 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.
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¢ Main Risks. This Fund is subject to the following types of main investment risks, which are described in the Investor
Handbook under “Risk Factors — Specific Investment Risks”: credit, derivative instruments, foreign securities, high-yield
debt securities, management, market, merger arbitrage securities and distressed companies, portfolio turnover, smaller

and midsize companies, unrated debt securities, and value style investing.

Templeton Foreign Fund

¢ Investment Goals and Main Strategies. This Fund’s investment goal is long-term capital growth. Under normal market
conditions, the Fund invests at least 80% of its net assets in foreign securities, which may include emerging markets. For
this Fund, “foreign securities” means those securities issued by companies: whose principal securities trading markets
are outside the U.S.; or that derive 50% or more of their total revenue from either goods or services produced or sales
made in markets outside the U.S.; or that have 50% or more of their assets outside the U.S.; or that are linked to non-
U.S. dollar currencies; or that are organized under the laws of, or with principal offices in, a country other than the US.
The Fund also invests in American, European and Global Depositary Receipts. From time to time, the Fund may have
significant investments in one or more countries or in particular sectors such as technology (including computer
hardware and software, electronics, and telecommunications) and financial institutions. The Fund may invest in debt
securities of companies and governments located anywhere in the world. Among other things, the Fund may also invest
up to 10% of its net assets in equity-linked notes (ELNs).

e Main Risks. This Fund is subject to the following types of main investment risks, which are described in the Investor
Handbook under “Risk Factors — Specific Investment Risks”: credit, depositary receipts, developing markets, equity-

linked notes, focus, foreign securities, interest rate, management, market, and value style investing.

Templeton Growth Fund, Inc.

¢ Investment Goals and Main Strategies. This Fund’s investment goal is long-term capital growth. Under normal market
conditions, the Fund invests primarily in the equity securities of companies located anywhere in the world, including
emerging markets. Among other things, the Fund also invests in depositary receipts and may invest in convertible
securities. In addition to the Fund’s main investments, the Fund may invest up to 25% of its total assets in debt securities
of companies and governments located anywhere in the world. The Fund may lend certain of its portfolio securities to
qualified banks and broker-dealers. Although the Fund seeks investments across a number of countries and sectors, from

time to time, based on economic conditions, the Fund may have significant positions in particular countries or sectors.

e Main Risks. This Fund is subject to the following types of main investment risks, which are described in the Investor
Handbook under “Risk Factors — Specific Investment Risks”: credit, depositary receipts, focus, foreign securities, interest

rate, management, market, and value investing.
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Appendix D

NJBEST Scholarship Regulations
The State regulations in effect as of July 1, 2007 with respect to the NJBEST scholarship are set forth below.

New Jersey Administrative Code

Title 9a. Higher education

Chapter 10. Student Loan and College Savings Programs

Subchapter 7. Policy Governing New Jersey Better Educational Savings Trust (NJBEST) Program

9A: 10-7.15 Eligibility for NJBEST scholarship

(a) An additional amount of $500, subject to appropriations available therefore, shall be credited toward the qualified

higher education expenses of a designated beneficiary at the time of a qualified withdrawal provided:

1. The contributor demonstrates to the satisfaction of the Authority that the contributor participated in the program by
making and not withdrawing a qualifying minimum initial deposit of $1,200 or that qualifying minimum annual
contributions of $300 for a designated beneficiary were made by persons based on the time periods for crediting
these contributions in (a) 1i through 1iii below. In all cases involving the eligibility of a designated beneficiary for an
NJBEST scholarship, the Authority reserves the right to make the final determination as to whether contributions
have met the time periods as stated in this paragraph for participation in the NJBEST program.

i.  For students enrolling for the first time in the fall semester of an academic year, the first contribution to
NJBEST must have been credited to contributor’s account more than 48 months prior to September 1st of

that academic year;

ii. For students enrolling for the first time in the spring semester of an academic year, the first contribution to
NJBEST must have been credited to contributor’s account more than 48 months prior to February 1st of that

academic year;

iii. For students enrolling for the first time in any trimester of an academic year at an institution operating on a
trimester or other academic schedule, the first contribution to NJBEST must have been credited to contributor’s

account more than 48 months prior to the first day of the month in which the student is first enrolled.

2. The designated beneficiary in (a) above demonstrates his or her undergraduate attendance or enrollment in a higher
education institution in this State by submitting a certification by the higher education institution at the time of

initial attendance or enrollment;

i.  With respect to proprietary institutions, undergraduate attendance or enrollment must be in a degree granting

program licensed or approved by the Commission on High Education; and

3. Either the contributor, if a person, or the designated beneficiary demonstrates to the satisfaction of the Authority
that the contributor or designated beneficiary is a New Jersey resident. Residency for purposes of the NJBEST
scholarship is defined in N.J.A.C. 9A:10-7.4(a.)4.
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(b)  For every two additional years in which the minimum annual contribution of $300 is deposited in the account of a
designated beneficiary, an additional amount of $250, up to a maximum scholarship amount of $1,500, subject to
appropriations available therefore, shall be credited toward the qualified higher education expenses of a designated

beneficiary at the time of a qualified withdrawal provided the requirements of (a)2 and 3 above are met.

(c)  The additional amounts provided under (a) and (b) above shall meet the requirements of a qualified scholarship within
the meaning of section 117 of the Federal Internal Revenue Code of 1986, 26 U.S.C. § 117, for a designated beneficiary

satisfying the requirements of (a) or (a) and (b) above.

(d) A designated beneficiary satisfying the requirements of (a) or (a) and (b) above shall not be eligible to receive more than

one such additional amount provided under (a) or (a) and (b) above.
(e) A student must be enrolled at least half-time in a higher education institution to be eligible for an NJBEST scholarship.

Business Continuity Planning Information Notice

At Franklin Templeton Investments (“FTI” and “we”/”our” in this notice), we recognize how heavily our clients rely on our
services. We also recognize that the unexpected can and does occur, from simple outages to major incidents affecting multiple
sites. We have successfully supported critical business activities during disruptions of normal business processes from both
natural and man-made disasters, including hurricanes, fires, September 11th and other events. We want you to know that we

have plans in place to help safeguard your assets and protect vital account information in the event of a business disruption.

Franklin Templeton Investments and its affiliated companies, including Fiduciary Trust Company International,
Franklin/Templeton Distributors, Inc., Templeton/Franklin Investment Services, Inc., and Franklin Templeton Financial
Services Corp., (“Franklin Templeton”) have Crisis Management, Business Continuity and technology Disaster Recovery
plans. In addition, Franklin Templeton Investments has dedicated business continuity planners on staff to assist in preparing

and testing of plans.
Franklin Templeton Investments (FTT) Contingency Planning Guidelines

Franklin Templeton plans are developed around specific corporate-wide guidelines. As such, FTT has developed plans that
include the ability to recover from various situations including but not limited to unplanned evacuations, power outages, fire,
severe weather, intentional acts, and facilities failures that may cause interruptions to our business. Our plans address the
ability to recover critical functions according to their time criticality. In order to maintain secure and effective plans, FTT does
not provide the specific details in this notice, but you should be aware that FTT’s corporate disaster recovery planning includes

the following:

e Identification and recovery of mission critical systems to include telecommunications.

e Replication, back up and recovery for critical information.

e Alternate and redundant communications between Franklin Templeton and its customers.
e Alternate communications with and alternate locations for employees.

¢ Regulatory reporting and communications with regulators.

® Review of financial and operational risks.

Franklin Templeton Investments Contingency Planning and Business Recovery
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Franklin Templeton actively identifies and seeks to mitigate risks to reduce potential issues and their impact. In the event of an
outage or other site-specific problems, Franklin Templeton has plans in place to support recovery of its critical business systems

and functions. In addition to the guidelines stated above, Franklin Templeton’s recovery plans also include the following:

* Designated Contingency Sites and Seamless Client Contact — There are pre-established and tested processes for rerouting
of critical telephone and computer systems. Customers should experience minimal downtime in their ability to contact
Franklin Templeton. Within a minimal period of time, customers would be able to re-attempt contact via FTI’s published

toll-free telephone numbers, or the FTT website.

e Access to Your Funds — An outage should not impact your ability to have access to your available funds, as Franklin
Templeton Investments business continuity plans are designed to help ensure sustained service. However, factors outside
Franklin Templeton’s control, such as the market closure following the September 11 tragedy, may impact our ability to

service our customers.

Please note that Franklin Templeton Investments’ Business Continuity Plans are reviewed and tested as necessary, and at least
annually, to ensure they account for technology, business and regulatory changes. The plans are subject to change, and
material changes to our approach will be reflected in an updated “Business Continuity Planning Information Notice” that will
be posted on our website at franklintempleton.com. You may obtain a current written copy of this notice by contacting a

Franklin Templeton representative.
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FRANKLIN TEMPLETON PRIVACY POLICY

Your Privacy Is Our Priority

Franklin Templeton Distributors, Inc. (“FTDI” and “we”/"us” in this notice) is committed to safeguarding information provided to us by investors in the
Franklin Templeton 529 College Savings Plan and the NJBEST 529 College Savings Plan (together referred to as the “Program”). This notice is designed
to provide you with a summary of the non-public personal information we may collect and maintain about current or former investors, our policy
regarding the use of that information, and the measures we take to safeguard the information.

Information We Collect

If you invest in the Program directly through FTDI you provide us with your non-public personal information. We collect and use this information to
service your accounts and respond to your requests. The non-public personal information we collect falls into the following categories:

e |nformation we receive from you on applications or other forms, whether we receive the form in writing or electronically. For example, this
information includes your name, address, tax identification number, birth date, investment selection, beneficiary information, and possibly your
personal bank account information and/or email address if you are signing up for certain account options.

e |nformation about your transactions and account history within the Program. This category also includes your communications to us concerning
your investments.

e Other general information that we may obtain about you such as demographic information.

Disclosure Policy

To better service your accounts and process transactions or services you've requested, we may share non-public personal information with other Franklin
Templeton companies. From time to time we may also send you information about products/services offered by other Franklin Templeton companies
although we will not share your non-public personal information with these companies without first offering you the opportunity to prevent that sharing.
We will only share non-public personal information with outside parties in the limited circumstances permitted by law. For example, this includes
situations where we need to share information with companies who work on our behalf to service or maintain your account or process transactions you
have requested, when the disclosure is to a party representing you, or when required by law (for example, in response to legal process). Additionally, we
will ensure that any outside companies working on our behalf, or with whom we have joint marketing agreements, are under contractual obligations to
protect the confidentiality of your information, and to use it only to provide the services we have asked them to perform.

Confidentiality and Security

Our employees are required to follow procedures with respect to maintaining the confidentiality of our investors’ non-public personal information. Additionally,
we maintain physical, electronic, and procedural safeguards to protect the information. This includes performing ongoing evaluations of our systems
containing investor information and making changes when appropriate. At all times, you may contact us for a copy of this notice at (866) 362-1597.

NEW JERSEY HIGHER EDUCATION STUDENT ASSISTANCE AUTHORITY PRIVACY NOTICE

Notice of Privacy Policy

The New Jersey Higher Education Student Assistance Authority’s (HESAA) mission includes, in part, providing New Jersey students and families with
financial resources such as loans, grants, scholarships and college savings programs to assist students in achieving their educational goals.

Protecting the privacy of your personal information is important to us at HESAA. We respect your right to privacy and recognize our obligation to keep
information about you secure and confidential. We do not sell or share information about you with outside marketers.

Federal legislation requires us to provide you with this notice about our privacy policy. This means personal Information about you which identifies you,
and that is not available from public sources.

HESAA’s Privacy Policy

e \We collect and receive non-public personal information about you. This includes information such as your name, Social Security Number, birth
date, assets, and income. We collect this information from the following sources: information we receive from you on loan applications, promissory
notes, NJBEST account applications, correspondence, communications and other forms;

e Information about your transactions with us or others with respect to your student loan from parties such as your lender(s), loan servicers and the
U.S. Department of Education and their agents;

e |nformation received from schools you attend or formerly attended, or to which you have applied for admission; and

e Information received from credit reporting agencies and public record, used to verify your identity, to assess creditworthiness, or to better
understand your need for products or services.

1. We do not disclose any non-public personal information about you or our other current or former customers to anyone, except as permitted by law (we
do share such information with our contractors and agents, and to schools, lenders and the U.S. Department of Education, as needed, to administer
our programs in conformity with applicable laws and regulations, including Gramm Leach Bliley Act, 15 U.S.C.A. 6801, et seq.).

2. We restrict access to non-public personal information about you to our employees, contractors, and agents who need to know the information in order
to provide service to you, such as servicing and recordkeeping for your account and collecting your student loan. We maintain physical, electronic,
and procedural safeguards in compliance with federal regulations to safeguard your non-public personal information.

3. We do not sell, trade, or disclose non-public personal information about you to any unauthorized non-affiliated third parties. However, we may share
your information with outside companies that provide essential services like data processing or servicing accounts; when the disclosure is legally
required; or when you have authorized the disclosure of information.
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. Protecting the confidentiality of and securing your non-public personal information is very important to us. Therefore, we have implemented several
security measures to protect your personally identifying information from loss, misuse, or alteration. We are in compliance with the applicable
provisions of the Fair and Accurate Credit Transactions Act of 2003 and the detection and prevention of identity theft provisions of the Federal Trade

Commission’s Red Flag Policy Regulations of 2008.

. We use physical, electronic, and procedural safeguards to protect your information including firewalls, data encryptions, password and authenticated
access to internal databases; we enforce physical access control to our buildings and our files; we authorize access to personal information only for
those employees who require it to fulfill their job responsibilities.

. We destroy any non-public personal information in our possession once it becomes unnecessary.

7. We notify all customers of any security breach regarding non-public personal information.
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