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FUND DESCRIPTION

The fund seeks capital appreciation, with income as a secondary goal. The fund normally invests equal
portions in Class 1 shares of Franklin Income VIP Fund; Templeton Growth VIP Fund; and Franklin Mutual
Shares VIP Fund.

PERFORMANCE DATA (Fund Only Performance and Expenses; No Contract Fees or Charges)
Average Annual Total Returns for Periods Ended September 30, 2015 (%)
3 Mths*
-9.25
-6.44
-8.33

Fund Only Performance
S&P 500 Index
MSCI World Index

YTD*
-8.71
-5.29
-5.63

1 Yr
-9.93
-0.62
-4.57

3 Yrs
6.31
12.41
9.19

5 Yrs
7.01
13.34
8.89

Since Incept
(7/2/07)
1.51
5.13
2.44

Total Annual Operating Expenses—With Waiver:1.01% Without Waiver:1.02%
Performance data represents past performance, which does not guarantee future results. Current performance may
differ from figures shown. The fund's investment return and principal value will change with market conditions, and you
may have a gain or a loss when you sell your shares. Please call Franklin Templeton Investments at (800) DIAL
BEN/(800) 342-5236 or visit franklintempleton.com for the most recent month-end performance.
The fund has an expense reduction contractually guaranteed through at least April 30, 2016. The fund may also have a fee waiver
associated with any investments it makes in a Franklin Templeton money fund, an arrangement that is contractually guaranteed
through at least its current fiscal year-end. Fund investment results reflect the expense reduction and fee waiver, as applicable;
without these reductions, the results would have been lower.

Performance reflects the fund's operating expenses, but does not include any contract fees, expenses or sales
charges. If they had been included, performance would be lower. Those contract charges and deductions, particularly
for variable life policies, can have a significant effect on contract values and insurance benefits. Please see a contract
prospectus for a more complete description of these expenses, including sales charges.
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A series of Franklin Templeton Variable Insurance Products Trust, shares of which are generally sold only to insurance
company separate accounts to serve as underlying investment options for variable insurance products. The Fund is distributed
by Franklin Templeton Distributors, Inc., One Franklin Parkway, San Mateo, CA 94403-1906.
Franklin Advisers, Inc. serves as the fund's investment manager.
*Cumulative Total Returns.
For information related to the “Fund Characteristics” and “Performance Data” sections, please see Explanatory Notes.
DEALER USE ONLY/NOT FOR DISTRIBUTION TO THE PUBLIC
Not FDIC Insured | May Lose Value | No Bank Guarantee
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PORTFOLIO DIVERSIFICATION (AS OF 9/30/15)
Underlying Funds' Top Equity Holdings
Issuer Name

% of Total

MICROSOFT CORP

2.39

MEDTRONIC PLC

1.48

SAMSUNG ELECTRONICS CO LTD

1.40

ELI LILLY & CO

1.35

AMERICAN INTERNATIONAL GROUP I

1.33

ROYAL DUTCH SHELL

1.31

JPMORGAN CHASE & CO

1.29

TEVA PHARMACEUTICAL INDUSTRIES

1.26

CITIGROUP INC

1.20

CISCO SYSTEMS INC

1.17

Portfolio Allocation

%
Franklin Income Securities Fund
Mutual Shares Securities Fund
Templeton Growth Securities Fund
Cash & Cash Equivalents

33.26
33.11
32.77
0.86

PERFORMANCE RISK STATISTICS - Class 2
Modern Portfolio Theory (MPT) Statistics
(As of 9/30/15)
Performance Risk Statistics

3 Years

5 Years

9.18

11.09

Alpha

-3.92

-4.65

Beta

0.86

0.92

Standard Deviation

Sharpe Ratio
Information Ratio
Tracking Error
R-Squared

0.68

0.63

-1.47

-1.69

4.13

3.75

81.75

89.28

Performance data represents past performance, which does not guarantee future
results. Current performance may differ from figures shown. The fund's investment
return and principal value will change with market conditions, and you may have a
gain or a loss when you sell your shares. Please call Franklin Templeton Investments
at (800) DIAL BEN/(800) 342-5236 or visit franklintempleton.com for the most recent
month-end performance.
GLOSSARY
Alpha: Alpha measures the difference between a fund's actual returns and its expected returns given its risk level as measured by its beta. A positive alpha figure indicates the fund has performed
better than its beta would predict. In contrast, a negative alpha indicates a fund has underperformed, given the expectations established by the fund's beta. Some investors see alpha as a
measurement of the value added or subtracted by a fund's manager.
Beta: A measure of the magnitude of a portfolio's past share-price fluctuations in relation to the ups and downs of the overall market (or appropriate market index). The market (or index) is assigned a
beta of 1.00, so a portfolio with a beta of 1.20 would have seen its share price rise or fall by 12% when the overall market rose or fell by 10%.
Information Ratio: In investing terminology, the ratio of expected return to risk. Usually, this statistical technique is used to measure a manager's performance against a benchmark. This measure
explicitly relates the degree by which an investment has beaten the benchmark to the consistency by which the investment has beaten the benchmark.
R-Squared: A measure of how much of a portfolio's performance can be explained by the returns from the overall market (or a benchmark index). If a portfolio's total return precisely matched that of
the overall market or benchmark, its R-squared would be 100. If a portfolio's return bore no relationship to the market's returns, its R-squared would be 0.
Sharpe Ratio: To calculate a Sharpe ratio, an asset's excess returns (its return in excess of the return generated by risk-free assets such as Treasury bills) are divided by the asset's standard
deviation.
Standard Deviation: A measure of the degree to which a fund's return varies from its previous returns or from the average of all similar funds. The larger the standard deviation, the greater the
likelihood (and risk) that a security's performance will fluctuate from the average return.
Tracking Error: Measure of the deviation of the return of a fund compared to the return of a benchmark over a fixed period of time. Expressed as a percentage. The more passively the investment
fund is managed, the smaller the tracking error.

For information related to the “Portfolio Diversification” section, please see Explanatory Notes.
DEALER USE ONLY/NOT FOR DISTRIBUTION TO THE PUBLIC
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MARKET REVIEW

PERFORMANCE REVIEW AND CONTRIBUTORS TO PERFORMANCE

Global equity markets declined in 2015's third
quarter amid escalating worries about China's
slowing economy and tumbling stock markets, as
well as uncertainty over the US Federal Reserve's
(Fed's) timing for raising interest rates. Stocks in
the United States, most of Europe, and Japan
retreated during the quarter, although
developed-market equities performed better than
their emerging-market peers. Solid economic data
from the United States and certain eurozone
countries, positive developments in Greece's debt
crisis, and the Fed's inaction on interest rates
during the quarter provided some support.
Eurozone economic growth rose in 2015's second
quarter, but inflation contracted in September. In
the United Kingdom, the economy expanded in the
second quarter, largely due to growth in services
and exports.

Performance Review

In contrast, Japan's economy contracted in the
second quarter, and the country again
experienced deflation toward the end of the third
quarter due to slumping global energy prices.
Broad retreats across emerging-market equities
accompanied the selloff in China's stock markets
and the People's Bank of China's surprise move in
August to devalue the Chinese yuan. Toward the
end of August, China's failure to implement widely
anticipated monetary policy easing measures
triggered a fresh retreat in Chinese equities,
leading the country's central bank to reduce its
benchmark interest rate and the reserve
requirement ratio for banks.

Third Quarter 2015

Franklin Income VIP Fund
Equity Analysis
Continued weakness in commodity prices weighed on energy sector holdings. Our positions in integrated oil
and gas industry bellwethers Royal Dutch Shell, BP and Chevron had the most negative impact, with share
price declines that we viewed as opportunities to incrementally add to existing positions and capture
compelling dividend yields. Most non-energy commodities touched multi-year lows and affected materials
sector portfolio holdings. Notable detractors included global chemical conglomerates Dow Chemical and Du
Pont, along with metals and mining firms Freeport-McMoRan, Rio Tinto and BHP Billiton, three of the world's
largest and lowest-cost producers among diversified mining firms. Our holdings of gold- and
aluminum-focused miners also declined sharply, as did those of fertilizer producers. For the energy sector,
specifically, we continued to monitor the impact of declining capital spending and rig count reductions on
global supply/production. Over the summer, global demand tracked higher while the US Department of
Energy released encouraging data highlighting a long-awaited curtailment in North American oil production.
Our investments remain focused on companies we expect to generate solid cash flow during this period of
commodity price weakness, and which we believe have the ability to perform well in a recovery scenario.
Our holdings in the consumer discretionary sector retreated, as did most holdings in the health care and
financials sectors. Some of our pharmaceuticals industry investments posted double-digit percentage
declines, as did select banking and insurance holdings. Most of the overall decline in consumer
discretionary, meanwhile, was due to selloffs in US and German automakers as decelerating global growth
signaled the potential for slower sales, particularly in China and emerging markets.
Equity contributors were concentrated in utilities, which appeared to gain investor attention due to relatively
attractive yields and traditionally defensive characteristics. Top contributors included Southern Company,
PG&E, Xcel Energy, PPL, TECO Energy, AGL Resources and Dominion Resources. Within the industrials
sector, returns were slightly positive as a whole and supported foremost by aerospace and defense
contractors Raytheon and Lockheed Martin, both of which enjoyed double-digit percentage gains over the
third quarter. An overall decline in the consumer staples sector was partially offset by strong gains for select
positions in global beverage industry leaders.
Fixed Income Analysis
Corporate bond market volatility picked up considerably and prices for bonds rated BBB or lower generally
fell, while investment-grade credits rated A and above appeared to remain in favor with investors. As
investor concerns about corporate credit quality increased, particularly in the energy space, higher-yielding
debt of leveraged energy companies had a negative impact on fund returns. The yield on US
below-investment-grade energy debt spiked to levels not seen since mid-2009, indicating a lack of investor
confidence (yields on debt rise as prices fall). As a result, the value of the fund's related bond holdings fell
along with oil prices, and key detractors included Energy XXI Gulf Coast, Linn Energy, SandRidge Energy,
Halcon Resources, W&T Offshore and Penn Virginia. Using the insights of our internal credit research team,
we added to some positions at discounts to par value during the quarter, while selectively selling
energy-related positions whose prospects looked less compelling to us.
Several basic industry holdings in non-energy commodity producers also fared poorly, as did most
communications sector bonds, including detractors Sprint and iHeart Communications. Sprint, in particular,
was downgraded by an independent credit rating agency to reflect upcoming debt maturities and negative
cash flow. Mixed results among capital goods industry bond holdings were hindered primarily by sharp
declines for our Abengoa bonds. In contrast, First Data supported the fund's positive results in the
technology sector.
Franklin Mutual Shares VIP Fund
During the quarter, three of the fund's largest detractors from absolute performance were Marathon Oil,
Merck and Volkswagen. Marathon Oil was negatively impacted by the drop in crude oil prices. However, we
believe Marathon Oil is financially strong, is aggressively cutting capital investment, and owns attractive,
low-cost assets that should allow it to fare relatively well in a lower commodity price environment compared
to its competitors.
Merck is a global research-driven pharmaceutical company. The company's stock declined in August
following a positive announcement by Eli Lilly (also a fund holding) and Boehringer Ingelheim (private
company) that their jointly owned diabetes drug, Jardiance, met its primary endpoint--the main result that is
measured in a clinical trial to see if the tested treatment worked. Jardiance also showed superiority in
cardiovascular risk reduction, the first diabetes drug to show superiority in an outcomes trial. The positive
results led to concerns among investors about the potential negative impact on Merck's Januvia franchise,
which has a large share of the market and is a profitable franchise. Many analysts subsequently cut their
revenue estimates for Merck's Januvia franchise. Shares of Merck were also negatively impacted by the
broad equity market declines globally in August.

Germany-based global automaker Volkswagen admitted in September that it intentionally fitted vehicles with
software to cheat emissions tests in the United States, with subsequent reports that some of the company's
Skoda and Audi vehicles were also equipped with the same software. The revelation led to the resignation
of Chief Executive Officer Martin Winterkorn and the company's initial setting aside of 6.5 billion euro to help
pay associated costs. While the admission is very serious and will take time before the final financial impact
The above commentary does not provide a complete analysis of every material fact regarding any market, region, industry, security, portfolio or pooled investment vehicle. Portfolio holdings
information, opinions and other market or economic information and data provided are as of the date of the commentary, unless another date is expressly indicated, and may change without notice.
Statements of fact cited by the manager have been obtained from sources considered reliable but no representation is made as to their completeness or accuracy. The manager’s assessment of a
particular industry, region, security, sector or investment is intended solely to provide insight into the manager’s investment process and is not a recommendation to buy or sell any security, nor
investment advice. References to particular securities or sectors are only for the limited purpose of illustrating general market or economic conditions and are not recommendations to buy or sell a
security. Although historical data is no guarantee of future results, these insights may help you understand our investment management philosophy.
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PERFORMANCE REVIEW AND CONTRIBUTORS TO PERFORMANCE (CONTINUED)
is known, we believe the market is taking a conservative view given the uncertainty of the situation. The
timing is particularly inauspicious as the automaker is in the midst of a new product cycle. Before the
emissions cheating announcement, the company reported a decent set of quarterly results with Audi, Skoda
and Porsche results exceeding consensus expectations despite weakness in China. We will be closely
following developments related to the emissions cheating but believe that the severe decline in the stock
price, a 28 billion euro loss incurred in the company's market capitalization between September 18 and
September 30, 2015, was too severe.
In contrast, the fund's largest contributors were White Mountains Insurance Group, Reynolds American and
Imperial Tobacco. White Mountains invests its capital in operating businesses in which management has
knowledge and experience including insurance and reinsurance. Over time, White Mountains has been both
a buyer and seller of assets. In July, White Mountains announced the sale of Sirius Group, its
Sweden-based reinsurer, at a meaningful premium to book value. In August, Symetra Financial (not a fund
holding)--a company in which White Mountains is the largest shareholder--announced that it would be
purchased by Sumitomo Life (not a fund holding). White Mountains also announced another stock
repurchase plan in August.
Reynolds American is the second-largest US tobacco company. In July 2014, the company made a bid for
Lorillard (also a fund holding), the third-largest tobacco company in the United States. Under the terms of a
consent agreement made with the United States Federal Trade Commission, Reynolds divested select
brands to Imperial Tobacco and the deal closed in July 2015. Once the uncertainty surrounding the deal was
removed, investors began to focus on the deal accretion and the shares appreciated. Also in July, Reynolds
raised its full-year guidance for 2015, increased its dividend and announced a two-for-one stock split, all of
which helped to further buoy the stock.
UK-based Imperial Tobacco's shares also benefited from the merger of Reynolds American and Lorillard. As
part of the agreement with the United States Federal Trade Commission referred to above, Reynolds
American and Lorillard divested their Blu e-cigarettes, Kool, Salem, Winston and Maverick brands to
Imperial Tobacco. We believe the price Imperial paid was quite attractive and that these brands will greatly
increase Imperial's US market share. This transaction also provides Imperial with cost-cutting opportunities,
all of which may help to make Imperial a stronger and more profitable competitor in one of its most important
markets.
Templeton Growth Fund
The fund underperformed its benchmark index during the third quarter. Investors, as a whole, became
increasingly risk averse during the period. Within the index, the defensive consumer staples sector held up
better than most other groups, while cyclically sensitive sectors like materials, energy and financials
retreated sharply.
The fund's sector allocations are an output of our bottom-up investment discipline; we buy what we believe
are the market's cheapest stocks, and our consequent weightings reflect the relative abundance (or scarcity)
of value across different sectors and regions. Several of our sector allocations proved unfavorable in the
“risk-off” environment that defined the third quarter. For example, our overweight position in the cyclical
energy sector, in which we have been finding a lot of value, detracted in the third quarter, as did an
underweight in consumer staples, which we believe has been broadly expensive and short on value
opportunities. Stock selection in both sectors also hindered results.
Brazilian oil major Petrobras was a significant detractor in the energy sector during the third quarter. Its
shares declined as oil prices slumped and investigations into a long-simmering bribery scandal at the
company progressed. Petrobras remained a higher-risk holding given ongoing uncertainty around legal
issues, government interference and strategic execution. However, many of these risks appeared to be
discounted in the firm's depressed share price. Petrobras's ancillary problems seemed to be outweighing its
core value proposition, which is an ownership of perhaps the world's most promising long-term production
portfolio. China-based energy firm KunLun Energy and US-based oil and gas firms Chesapeake Energy and
Apache also declined in value and hurt relative results. We believe the energy sector generally remained an
abundant source of long-term value. Within oil markets, a necessary global supply adjustment is well
underway, with higher-cost US oil production coming down and the North American rig count recently falling
to a five-year low. OPEC (Organization of the Petroleum Exporting Countries) is also feeling the strains of
lower oil prices, with Saudi Arabia forced to liquidate foreign exchange reserves to shore up its finances. We
continue to believe that as this process unfolds oil prices will eventually recover toward the marginal cost of
production. While this level has come down somewhat as costs reset lower, it remains substantially higher
than current spot price fixings and represents a normalized oil price sufficient to stimulate continued
investment in production.
In the consumer staples sector, stock selection and a material underweight allocation eroded relative
performance. From the financials sector, shares of French lender Credit Agricole declined after the company
failed to win regulatory approval for a reorganization that may have helped free up cash to reward
shareholders. We are unsure whether the European Central Bank, in its new regulatory role, will be more
flexible in the future and ultimately permit the anticipated capital release from Credit Agricole's proposed
restructuring. Regulatory uncertainty notwithstanding, we have been encouraged by the firm's recent strong
operating results. Loan growth has been solid across all major units, deposit inflows have been robust, and
the firm's capital position, while complex, appeared adequate, in our view. Trading at a material discount to
tangible book value, the stock remained a bargain based on our analysis.
In the telecommunication services sector, Turkish wireless provider Turkcell and Japan-based
The above commentary does not provide a complete analysis of every material fact regarding any market, region, industry, security, portfolio or pooled investment vehicle. Portfolio holdings
information, opinions and other market or economic information and data provided are as of the date of the commentary, unless another date is expressly indicated, and may change without notice.
Statements of fact cited by the manager have been obtained from sources considered reliable but no representation is made as to their completeness or accuracy. The manager’s assessment of a
particular industry, region, security, sector or investment is intended solely to provide insight into the manager’s investment process and is not a recommendation to buy or sell any security, nor
investment advice. References to particular securities or sectors are only for the limited purpose of illustrating general market or economic conditions and are not recommendations to buy or sell a
security. Although historical data is no guarantee of future results, these insights may help you understand our investment management philosophy.
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PERFORMANCE REVIEW AND CONTRIBUTORS TO PERFORMANCE (CONTINUED)
telecommunications firm SoftBank were notable detractors. A lack of exposure to the utilities sector also
proved detrimental to relative performance. Within the information technology sector, shares of South
Korean semiconductor and electronics manufacturer Samsung Electronics declined over the quarter on
slower handset growth and an unfavorable South Korean won/Japanese yen exchange rate. Stock selection
in the industrials sector also proved adverse, and US-based truck maker Navistar International and Danish
construction and engineering firm FLSmidth weighed on relative performance.
Turning to contributors, the health care sector notably helped relative results, buoyed by stock selection.
Israel-based pharmaceutical firm Teva Pharmaceutical Industries declined in value, but less so than the
pharmaceuticals industry as a whole, and added value on a relative basis. Dutch medical technology firm
QIAGEN and French pharmaceutical firm Sanofi further lifted relative results. While our health care holdings
held up reasonably well, the third quarter brought some challenges for recently high-flying biotechnology and
medical technology stocks. Incendiary stories of predatory drug pricing sparked a political backlash and
pressured shares in these industries. To this end, we note that there is no mechanism to unilaterally “reset”
drug prices in the United States, and the Republican-controlled Congress continued to support
market-based pricing, making the passage of any drug-pricing legislation highly unlikely before at least
2018. As far as the fund's select biotechnology holdings are concerned, we believe we own innovative
companies with specific competitive backdrops and pricing scenarios that vary on a stock-by-stock basis.
More generally, we favor companies that we deem undervalued in relation to future earnings. Such
companies often offer products with limited competition or clearly demonstrable advantages over existing
therapies, or have share prices that significantly discount competitive pressures.
Stock selection in the materials and consumer discretionary sectors contributed to the fund's relative
performance. From the former sector, Irish cement manufacturer CRH benefited as firmer demand in the
United States and Europe improved the firm's earnings outlook. Restructuring and cost-saving initiatives
have been well executed thus far, in our view, and the company stands to potentially benefit from the
acquisition of assets that were divested as a regulatory requirement of a merger between competitors.
Within the materials sector, we have continued to find only selective values. In general, construction
materials firms are highly sensitive to wider macroeconomic trends, and valuations have begun to reflect
expected earnings improvements as major Western property markets recover. Elsewhere, chemicals stocks
looked generally expensive to us, with margins near cyclical peaks and new capacity negatively impacting
industry pricing. According to our analysis, the mining industry has suffered from significant excess capacity
following an unprecedented investment boom in China. While some stocks were beginning to look
attractively valued to us, much depends on China's economic trajectory as the country's leadership seeks a
more sustainable growth model.
South Korean automaker Hyundai Motor was a top contributor to fund results in the consumer discretionary
sector, rallying after a large insider purchase bolstered investor confidence. Analyst predictions that an
unfolding emissions scandal at Volkswagen (not a fund holding) could benefit industry rivals also helped
Hyundai's shares. The company has successfully reduced costs, and we believe it could benefit from a new
model cycle that generates higher-margin sales. With a strong balance sheet and a commitment to material
capital returns, Hyundai represents an attractive opportunity for long-term value investors, in our view. Other
notable consumer discretionary contributors included UK-based home improvement retailer Kingfisher and
US clothing and apparel retailer Michael Kors Holdings, the latter of which reported strong overseas sales
growth in its fiscal first quarter.
Portfolio Positioning
Franklin Income VIP Fund: Overall, the fund's quarter-end equity allocation was 62.4% of total holdings
versus 27.5% for fixed income securities. For comparison, these positions were 57.7% and 35.2%,
respectively, at year-end 2014. The fund's largest equity sector allocations were utilities, energy and
industrials. Our largest exposures in fixed income were communications, energy and technology. The equity
weighting included 8.0% in convertible securities and equity-linked notes that we believe are potentially well
suited in terms of maximizing income while maintaining the ability to participate in potential future upside in
the underlying common stock.
Franklin Mutual Shares VIP Fund: At quarter-end, the fund's investment in equities was 82.1%, while the
level of cash and cash equivalents was 7.0%. The fund had about 7.4% of merger arbitrage exposure and
5.2% invested in distressed debt. Merger and acquisition (M&A) activity continued at a robust pace during
the period. The total value and volume of M&A activity remained at a historically high level and has helped
to push premiums and valuations higher..
Templeton Growth VIP Fund: During the quarter, the fund's largest overweight sectors included energy,
health care and financials, while its underweight sectors included consumer staples, industrials and
information technology. The fund had no exposure to the utilities sector.
Outlook & Strategy
We and our value-oriented equity managers believe the recent selloff in global equity markets could help
mitigate one of the main overhangs for the asset class: a belief that stocks had gotten too expensive. The
prospect of a Fed rate hike was potentially another major overhang for global stock markets, though with
financial conditions tightening and stocks correcting recently, a move in interest rates may now be priced in
as well. With such concerns abating against a backdrop of broadly accommodative global monetary policy
and excess liquidity, conditions may be favorable for renewed equity strength. We are encouraged by the
continued ability of our equity managers to uncover what we see as bottom-up bargains in this type of
The above commentary does not provide a complete analysis of every material fact regarding any market, region, industry, security, portfolio or pooled investment vehicle. Portfolio holdings
information, opinions and other market or economic information and data provided are as of the date of the commentary, unless another date is expressly indicated, and may change without notice.
Statements of fact cited by the manager have been obtained from sources considered reliable but no representation is made as to their completeness or accuracy. The manager’s assessment of a
particular industry, region, security, sector or investment is intended solely to provide insight into the manager’s investment process and is not a recommendation to buy or sell any security, nor
investment advice. References to particular securities or sectors are only for the limited purpose of illustrating general market or economic conditions and are not recommendations to buy or sell a
security. Although historical data is no guarantee of future results, these insights may help you understand our investment management philosophy.
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PERFORMANCE REVIEW AND CONTRIBUTORS TO PERFORMANCE (CONTINUED)
environment. While correlations among equities have remained elevated and the environment is still
excessively macro-driven, in our view, we have been witnessing a growing divergence in policy trends and
market/economic performance. Consequently, we have seen widening spreads between, for example,
developed and emerging markets, cyclical and defensive sectors, and value and growth stocks. In fact,
global value stocks appear to be on pace to underperform growth stocks for a ninth consecutive year, a
record dry spell for the style cohort. At quarter-end, value generally traded at the cheapest level relative to
growth since the height of the technology, media and telecommunications-led bubble in 2000, according to
our equity manager's analysis. Should such imbalances persist, we expect opportunities to continue to arise
for patient, disciplined investors to buy long-term business value at a substantial discount.

The above commentary does not provide a complete analysis of every material fact regarding any market, region, industry, security, portfolio or pooled investment vehicle. Portfolio holdings
information, opinions and other market or economic information and data provided are as of the date of the commentary, unless another date is expressly indicated, and may change without notice.
Statements of fact cited by the manager have been obtained from sources considered reliable but no representation is made as to their completeness or accuracy. The manager’s assessment of a
particular industry, region, security, sector or investment is intended solely to provide insight into the manager’s investment process and is not a recommendation to buy or sell any security, nor
investment advice. References to particular securities or sectors are only for the limited purpose of illustrating general market or economic conditions and are not recommendations to buy or sell a
security. Although historical data is no guarantee of future results, these insights may help you understand our investment management philosophy.
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Investment Philosophy And Process
Philosophy
Through an allocation to the following underlying funds—Franklin Income Securities Fund, Templeton Growth Securities
Fund and Franklin Mutual Shares Securities Fund—the Fund provides diversification and an automatic rebalancing feature
to help maintain equal exposure to three distinct investment strategies in any market environment.
Process
The Fund seeks to maintain equal investments in shares of the three underlying funds, providing a cost-effective
means of allocating assets across different investment advisors and types of investments.
• Franklin Income Securities Fund focuses on undervalued dividend paying stocks and bonds across a wide range
of industries.
• Templeton Growth Securities Fund searches worldwide for stocks selling at low prices relative to manager’s appraisal of
value.
• Franklin Mutual Shares Securities Fund seeks to invest primarily in undervalued stocks, and to a lesser extent,
distressed securities and merger arbitrage.

INVESTMENT AND MANAGEMENT TEAM (AS OF 9/30/15)
Franklin Founding Funds Allocation VIP Fund Management Team
T. Anthony Coffey, CFA
Franklin Templeton Solutions
Portfolio Managers
Research Analysts
Additional Resources
Research Technology Group
Global Research Library

Years with Firm
26
Number of Members
18
61

Years Experience
26
Average Years Experience
21
11

Global Trading Platform
Performance Analysis and Investment Risk
Group

Global Portfolio Compliance Group

WHAT ARE THE RISKS
All investments involve risks, including possible loss of principal. Because the Fund invests in underlying funds that may engage in a variety of investment
strategies involving certain risks, the Fund may be subject to these same risks. Stock prices fluctuate, sometimes rapidly and dramatically, due to factors affecting
individual companies, particular industries or sectors, or general market conditions. Bonds are affected by changes in interest rates and the creditworthiness of
their issuers. Bond prices generally move in the opposite direction of interest rates. Thus, as prices of bonds adjust to a rise in interest rates, the Fund’s share
price may decline. Higher yielding, lower rated corporate bonds entail a greater degree of credit risk compared to investment-grade securities. Foreign investing
carries additional risks such as currency and market volatility and political or social instability, risks that are heightened in developing countries. Value securities
may not increase in price as anticipated or may decline further in value. These and other risk considerations are discussed in the fund’s prospectus.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.
DEALER USE ONLY/NOT FOR DISTRIBUTION TO THE PUBLIC
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EXPLANATORY NOTES
FUND CHARACTERISTICS
Number of Holdings: All portfolio holdings are subject to change.
PERFORMANCE DATA
Expenses are based on the fund's most recent Class 2 prospectus. Please refer to the fund's Class 2 prospectus for more information.
The fund offers other share classes subject to different fees and expenses, which will affect their performance.
Source for Index: FactSet. Indexes are unmanaged and one cannot invest directly in an index.
STANDARD & POOR’S®, S&P® and S&P 500® are registered trademarks of Standard & Poor’s Financial Services LLC. Standard & Poor’s does not sponsor, endorse, sell or promote any S&P
index-based product.
All MSCI data is provided “as is.” The fund described herein is not sponsored or endorsed by MSCI. In no event shall MSCI, its affiliates, or any MSCI data provider have any liability of any kind in
PORTFOLIO DIVERSIFICATION
Top Ten Holdings: Based on a combined investment consisting of equal allocations to the three underlying funds. Information is historical and may not reflect current or future portfolio characteristics.
All portfolio holdings are subject to change. The portfolio manager for the fund reserves the right to withhold release of information with respect to holdings that would otherwise be included. For
updated information, call Franklin Templeton Investments at (800) DIAL BEN/(800) 342-5236 or visit franklintempleton.com.

Please advise your clients to consider a fund's investment goals, risks, charges and expenses carefully before investing. This and other information is contained in the contract
prospectus and the underlying portfolio prospectuses. To obtain a contract prospectus and the underlying portfolio prospectuses, your clients should ask their financial advisor,
call us at (800) 530-2432 or visit us at www.franklintempleton.com. Please read the prospectus carefully before investing.

Franklin Templeton Distributors, Inc.
One Franklin Parkway
San Mateo, California 94403-1906
(800) DIAL BEN® (800) 342-5236
franklintempleton.com

© 2015 Franklin Templeton Investments. All rights reserved.
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