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Important Notes to Performance  
Information 

Performance data is historical and cannot predict or 
guarantee future results. Principal value and investment 
return will fluctuate with market conditions, and you may 
have a gain or loss when you withdraw your money. 
Inception dates of the funds may have preceded the effective 
dates of the subaccounts, contracts or their availability in all 
states.

When reviewing the index comparisons, please keep in 
mind that indexes have a number of inherent performance 
differentials over the funds. First, unlike the funds, which 
must hold a minimum amount of cash to maintain liquidity, 
indexes do not have a cash component. Second, the funds 
are actively managed and, thus, are subject to management 
fees to cover salaries of securities analysts or portfolio 
managers in addition to other expenses. Indexes are 
unmanaged and do not include any commissions or other 
expenses typically associated with investing in securities. 
Third, indexes often contain a different mix of securities 
than the fund to which they are compared. Additionally, 
please remember that indexes are simply a measure of 
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Franklin Small Cap Value VIP Fund
This annual report for Franklin Small Cap Value VIP Fund covers the fiscal year ended December 31, 2022.

Class 1 Performance Summary as of December 31, 2022
Average annual total return of Class 1 shares* represents the average annual change in value, assuming reinvestment of 
dividends and capital gains. Average returns smooth out variations in returns, which can be significant; they are not the same 
as year-by-year results.

Share Class
Average Annual 

Total Return
–

1
1-Year -9.82%
5-Year +5.74%
10-Year +9.36%
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Total Return Index Comparison for a Hypothetical $10,000 Investment (12/31/12–12/31/22)

The graph below shows the change in value of a hypothetical $10,000 investment in the Fund over the indicated period and 
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Franklin Small Cap Value VIP Fund

Fund Goal and Main Investments
The Fund seeks long-term total return. Under normal 
market conditions, the Fund invests at least 80% of its net 
assets in investments of small-capitalization companies. 
For this Fund, small-capitalization companies are those 
with market capitalizations not exceeding either the highest 
market capitalization in the Russell 2000® Index or the 
12-month average of the highest market capitalization in 
the Russell 2000® Index, whichever is greater, at the time of 
purchase. The Fund generally invests in equity securities of 
companies that the Fund’s investment manager believes are 
undervalued at the time of purchase and have the potential 
for capital appreciation.

Fund Risks
All investments involve risks, including possible loss of 
principal. Events such as the spread of deadly diseases, 
disasters, and financial, political or social disruptions, may 
heighten risks and adversely affect performance. The Fund’s 
investments in smaller company stocks carry special risks as 
such stocks have historically exhibited greater price volatility 
than larger company stocks, particularly over the short term. 
Additionally, smaller companies often have relatively small 
revenues, limited product lines and a small market share. In 
addition, the Fund may invest up to 25% of its total assets 
in foreign securities, which involve special risks, including 
currency fluctuations and economic and political uncertainty. 
The Fund is actively managed but there is no guarantee 
that the manager’s investment decisions will produce the 
desired results. The manager’s portfolio selection strategy 
is not solely based on ESG considerations, and therefore 
the issuers in which the Fund invests may not be considered 
ESG-focused companies. Integrating ESG considerations 
into the investment process is not a guarantee that better 
performance will be achieved. The Fund’s prospectus also 
includes a description of the main investment risks.

Russia’s military invasion of Ukraine in February 2022, 
the resulting responses by the United States and other 
countries, and the potential for wider conflict could 
increase volatility and uncertainty in the financial markets 
and adversely affect regional and global economies. The 
United States and other countries have imposed broad-
ranging economic sanctions on Russia and certain Russian 
individuals, banking entities and corporations as a response 
to its invasion of Ukraine. The United States and other 
countries have also imposed economic sanctions on Belarus 

and may impose sanctions on other countries that support 
Russia’s military invasion. These sanctions, as well as any 
other economic consequences related to the invasion, such 
as additional sanctions, boycotts or changes in consumer 
or purchaser preferences or cyberattacks on governments, 
companies or individuals, may further decrease the value 
and liquidity of certain Russian securities and securities 
of issuers in other countries that are subject to economic 
sanctions related to the invasion.

Portfolio Composition
12/31/22

% of Total 
Net Assets

Banks 13.2% 
Trading Companies & Distributors 7.1% 
Insurance 6.3% 
Hotels, Restaurants & Leisure 5.7% 
Chemicals 5.0% 
Electronic Equipment, Instruments & 
Components 4.8% 
Oil, Gas & Consumable Fuels 4.6% 
Food Products 3.9% 
Building Products 3.8% 
Health Care Equipment & Supplies 3.8% 
Machinery 3.3% 
Software 3.3% 
Equity Real Estate Investment Trusts (REITs) 3.3% 
Construction & Engineering 2.4% 
Other* 25.4% 
Short-Term Investments & Other Net Assets 4.1% 

*Categories within the Other category are listed in full in the Fund's Schedule of 
Investments (SOI), which can be found later in this report. 

Performance Overview
You can find the Fund’s one-year total return in the 
Performance Summary. In comparison, the Fund’s 
benchmark, the Russell 2000® Value Index, posted a 
-14.48% total return for the same period.1 Please note the 
Fund employs a bottom-up stock selection process, and the 
managers invest in securities without regard to benchmark 
comparisons.

1. Source: Morningstar. One cannot invest directly in an index, and an index is not representative of the Fund’s portfolio. Please see Index Descriptions following the Fund 
Summaries. 

The dollar value, number of shares or principal amount, and names of all portfolio holdings are listed in the Fund’s Schedule of Investments (SOI).
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McGrath RentCorp, a provider of modular classrooms, 
offices, and storage containers, also outperformed during 
the period. The outperformance was driven by improving 
rental rates and the successful integration of recent 
acquisitions. We continue to find the shares attractive due 
to the company’s discounted valuation relative to its closest 
publicly traded peer and management’s ability to continue to 
consolidate the modular classroom industry.

Conversely, shares of Knowles, a provider of advanced 
micro-acoustic, audio processing and precision device 
solutions, detracted from relative results. Lower global 
demand for consumer electronics, COVID-related shutdowns 
in China, excess inventory in the supply chain, and the 
shift away from commoditized products led to a drop in 
capacity utilization. Furthermore, the company recently 
initiated a restructuring program to decrease its exposure to 
the commodity MEMS (micro-electromechanical systems) 
microphone business.

Great Lakes Dredge & Dock, a U.S.-focused dredging 
company, underperformed due to weaker-than-expected 
2022 second-quarter results. The company faced operational 
challenges throughout the 12-month period due to COVID, 
supply-chain issues, labor costs, weather and dry dock 
scheduling, leading to a shortfall in meeting full-year 2022 
guidance.

Shares of ACI Worldwide, a provider of software products 
and solutions that facilitate electronic payments, detracted 
from results for the period. The company missed recent 
earnings estimates as it experienced margin pressure in a 
business segment due to inflation in the average payments 
made in certain industries. Furthermore, the company 
recently announced a transition at the chief executive officer 
role. We remain encouraged by the increased traction in 
real-time payments and the improved organic revenue 
growth profile.

Thank you for your participation in Franklin Small Cap Value 
VIP Fund. We look forward to serving your future investment 
needs.

The foregoing information reflects our analysis, opinions 
and portfolio holdings as of December 31, 2022, the end 
of the reporting period. The way we implement our main 
investment strategies and the resulting portfolio holdings 
may change depending on factors such as market and 
economic conditions. These opinions may not be relied upon 
as investment advice or an offer for a particular security. The 
information is not a complete analysis of every aspect of any 
market, country, industry, security or the Fund. Statements of 
fact are from sources considered reliable, but the investment 

manager makes no representation or warranty as to their 
completeness or accuracy. Although historical performance 
is no guarantee of future results, these insights may help you 
understand our investment management philosophy.
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As an investor in a variable insurance contract (Contract) that indirectly provides for investment in an underlying mutual fund, 
you can incur transaction and/or ongoing expenses at both the Fund level and the Contract Level: (1) transaction expenses 
can include sales charges (loads) on purchases, surrender fees, transfer fees and premium taxes; and (2) ongoing expenses 
can include management fees, distribution and service (12b-1) fees, contract fees, annual maintenance fees, mortality and 
expense risk fees and other fees and expenses. All mutual funds and Contracts have some types of ongoing expenses. The 
table below shows Fund-level ongoing expenses and can help you understand these costs and compare them with those of 
other mutual funds offered through the Contract. The table assumes a $1,000 investment held for the six months indicated. 
Please refer to the Fund prospectus for additional information on operating expenses.

Actual Fund Expenses

0�S�H�U�DHp�@�ð
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FINANCIAL HIGHLIGHTS

Franklin Small Cap Value VIP Fund (continued)

 The accompanying notes are an integral part of these financial statements.    Annual Report FSV-9

a
Year Ended December 31,

2022 2021 2020 2019 2018

Class 4
Per share operating performance
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a a Country Shares a Value
a a a a a a

Common Stocks 95.9%
Aerospace & Defense 0.8%
QinetiQ Group plc.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United Kingdom 1,866,290 $8,025,115

 

Auto Components 1.1%
aAdient plc.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 320,427  11,115,613
LCI Industries.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 10,514  972,019

 

12,087,632
 

Banks 13.2%
Atlantic Union Bankshares Corp... . . . . . . . . . . . . . . . . . . . . . . . . . United States 549,972  19,326,016
Camden National Corp... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 215,383  8,979,317
Columbia Banking System, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . United States 778,174  23,446,383
First Bancorp. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 57,801  2,476,195
First Interstate BancSystem, Inc., A.. . . . . . . . . . . . . . . . . . . . . . . . United States 594,314  22,970,236
First of Long Island Corp. (The).. . . . . . . . . . . . . . . . . . . . . . . . . . . United States 171,008  3,078,144
German American Bancorp, Inc.. . . . . . . . . . . . . . . . . . . . . . . . . . . United States 189,677  7,074,952
Peoples Bancorp, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 266,198  7,520,093
SouthState Corp.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 303,752  23,194,503
TriCo Bancshares.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 203,399  10,371,315
Washington Trust Bancorp, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . United States 197,439  9,315,172

 

137,752,326
 

Building Products 3.8%
Apogee Enterprises, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 116,034  5,158,872
Insteel Industries, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 24,093  663,039

aMasonite International Corp... . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 98,862  7,969,266
UFP Industries, Inc.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 334,872  26,538,606

 

40,329,783
 

Chemicals 5.0%
Ashland, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 51,076  5,492,202
Avient Corp... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 103,309  3,487,712

aElementis plc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United Kingdom 10,013,337  14,563,331
Minerals Technologies, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 309,247  18,777,478
Tronox Holdings plc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 721,240  9,888,200

 

52,208,923
 

Commercial Services & Supplies 1.7%
aIAA, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 437,162  17,486,480

 

Communications Equipment 2.4%
aNetScout Systems, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 777,238  25,268,007

 

Construction & Engineering 2.4%
aGreat Lakes Dredge & Dock Corp.. . . . . . . . . . . . . . . . . . . . . . . . . United States 433,736  2,580,729
Primoris Services Corp... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 281,050  6,166,237
Stantec, Inc... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Canada 214,564  10,281,324

aWillScot Mobile Mini Holdings Corp.. . . . . . . . . . . . . . . . . . . . . . . . United States 145,300  6,563,201
 

25,591,491
 

Construction Materials 1.6%
a
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SCHEDULE OF INVESTMENTS

Franklin Small Cap Value VIP Fund (continued)
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a a Country Shares a Value
a a a a a a

 Common Stocks (continued)    
Electrical Equipment 1.3%
Regal Rexnord Corp.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 113,372 $13,602,373

 

Electronic Equipment, Instruments & Components 4.8%
Benchmark Electronics, Inc.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 549,248  14,659,429

aCoherent Corp... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 379,051  13,304,690
CTS Corp.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 96,550  3,806,001

aKnowles Corp.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,149,431  18,873,657
 

50,643,777
 

Energy Equipment & Services 2.3%
Hunting plc.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United Kingdom,431
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a a Country Shares a Value
a
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Franklin Small Cap Value VIP Fund (continued)
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Short Term Investments 4.1%
a a Country Shares a Value
a a a    

Money Market Funds 4.1%
b,cInstitutional Fiduciary Trust - Money Market Portfolio, 3.782%. . . . . United States	 	 	 42,407,898 $42,407,898

 

Total Money Market Funds (Cost $42,407,898). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,407,898
 

Total Short Term Investments (Cost $42,407,898).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,407,898
 

 

a

Total Investments (Cost $945,407,438) 100.0%.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,046,044,962
Other Assets, less Liabilities (0.0)%†.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (23,207)

 

Net Assets 100.0%.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,046,021,755
 

 
 
 
 
 
 

†Rounds to less than 0.1% of net assets.
aNon-income producing.
bSee Note 3(e) regarding investments in affiliated management investment companies.
cThe rate shown is the annualized seven-day effective yield at period end.
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Franklin Small 
Cap Value VIP 

Fund

Assets:
Investments in securities:

Cost - Unaffiliated issuers.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $902,999,540
Cost - Non-controlled affiliates (Note 3e).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,407,898

Value - Unaffiliated issuers .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,003,637,064
Value - Non-controlled affiliates (Note 3e). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,407,898

Cash.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 185
Foreign currency, at value (cost $100,376).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,376
Receivables:

Investment securities sold.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,263,693
Capital shares sold.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 132,853
Dividends and interest. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 812,653

Total assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,052,354,722
Liabilities:

Payables:
Investment securities purchased.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,461,599
Capital shares redeemed. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 996,888
Management fees.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 566,175
Distribution fees.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 214,422
Trustees' fees and expenses.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 952

Accrued expenses and other liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 92,931
Total liabilities.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,332,967

Net assets, at value. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,046,021,755

Net assets consist of:
Paid-in capital. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $885,765,759
Total distributable earnings (losses).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 160,255,996

Net assets, at value. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,046,021,755

Franklin Small 
Cap Value VIP 

Fund

Class 1:
Net assets, at value. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $66,574,326
Shares outstanding.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,999,005
Net asset value and maximum offering price per share. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $13.32

Class 2:
Net assets, at value. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $943,928,404
Shares outstanding.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75,339,368
Net asset value and maximum offering price per share. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $12.53

Class 4:
Net assets, at value. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $35,519,025
Shares outstanding.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,718,398
Net asset value and maximum offering price per share. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $13.07
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Franklin Small Cap Value VIP Fund
Year Ended 

December 31, 2022
Year Ended 

December 31, 2021

Increase (decrease) in net assets:
Operations:

Net investment income.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $6,261,371 $11,128,647
Net realized gain (loss).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60,690,650 199,440,417
Net change in unrealized appreciation (depreciation).. . . . . . . . . . . . . . . . . . . . . . . . . . . (191,281,353) 78,093,890

Net increase (decrease) in net assets resulting from operations
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Franklin Small Cap Value VIP Fund (continued)

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

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

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

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

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

  bさom運suonpforCU.S. dr怄耈rel income daxes a쁖 oecuiv偕怄老
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Permanent differences are reclassified among capital 
accounts to reflect their tax character. These reclassifications 
have no impact on net assets or the results of operations. 
Temporary differences are not reclassified, as they may 
reverse in subsequent periods.

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

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

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

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

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

​​2. Shares of Beneficial Interest
At December 31, 2022, there were an unlimited number of shares authorized (without par value). Transactions in the Fund's 
shares were as follows:
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Franklin Small Cap Value VIP Fund (continued)

​​3. Transactions with Affiliates
Franklin Resources, Inc. is the holding company for various subsidiaries that together are referred to as Franklin Templeton. 
Certain officers and trustees of the Fund are also officers and/or directors of the following subsidiaries: 

Subsidiary Affiliation
Franklin Mutual Advisers, LLC (Franklin Mutual) Investment manager

Franklin Templeton Services, LLC (FT Services) Administrative manager

Franklin Distributors, LLC (Distributors) Principal underwriter

Franklin Templeton Investor Services, LLC (Investor Services) Transfer agent

​​a. Management Fees
The Fund pays an investment management fee, calculated daily and paid monthly, to Franklin Mutual based on the average 
daily net assets of the Fund as follows:

Annualized Fee Rate Net Assets
0.750% Up to and including $200 million

0.635% Over $200 million, up to and including $700 million

0.600% Over $700 million, up to and including $1.2 billion

0.575% Over $1.2 billion, up to and including $1.3 billion

0.475% In excess of $1.3 billion

For the year ended December 31, 2022, the gross effective investment management fee rate was 0.643% of the Fund’s 

s 
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Franklin Small Cap Value VIP Fund (continued)

are waived on assets invested in the affiliated management investment companies, as noted in the Statement of Operations, 
in an amount not to exceed the management and administrative fees paid directly or indirectly by each affiliate. During the year 
ended December 31, 2022, the Fund held investments in affiliated management investment companies as follows:

    aa

Value at 
Beginning 

of Year Purchases Sales
Realized Gain 

(Loss)

Net Change in 
Unrealized 

Appreciation 
(Depreciation)

Value 
at End 
of Year

Number of 
Shares Held 

at End 
of Year

Investment 
Income

a       a   a      a   a   a   a   a  

Franklin Small Cap Value VIP Fund
Non-Controlled Affiliates
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Differences between income and/or capital gains as determined on a book basis and a tax basis are primarily due to differing 
treatment of wash sales. 

​​6. Investment Transactions
Purchases and sales of investments (excluding short term securities) for the year ended December 31, 2022, aggregated 
$587,232,517 and $677,152,394, respectively.

​​7. Geopolitical Risk 
On February 24, 2022, Russia engaged in military actions in the sovereign territory of Ukraine. The current political and 
financial uncertainty surrounding Russia and Ukraine may increase market volatility and the economic risk of investing in 
securities in these countries and may also cause uncertainty for the global economy and broader financial markets. The 
ultimate fallout and long-term impact from these events are not known. The Fund will continue to assess the impact on 
valuations and liquidity and will take any potential actions needed in accordance with procedures approved by the Board.

​​8. Novel Coronavirus Pandemic 
The global outbreak of the novel coronavirus disease, known as COVID-19, has caused adverse effects on many companies, 
sectors, nations, regions and the markets in general, and may continue for an unpredictable duration. The effects of this 
pandemic may materially impact the value and performance of the Fund, its ability to buy and sell fund investments at 
appropriate valuations and its ability to achieve its investment objectives.

​​9. Credit Facility
The Fund, together with other U.S. registered and foreign investment funds (collectively, Borrowers), managed by Franklin 
Templeton, are borrowers in a joint syndicated senior unsecured credit facility totaling $2.675 billion (Global Credit Facility) 
which matured on February 3, 2023. This Global Credit Facility provides a source of funds to the Borrowers for temporary 
and emergency purposes, including the ability to meet future unanticipated or unusually large redemption requests. Effective 
February 3, 2023, the Borrowers renewed the Global Credit Facility for a one-year term, maturing February 2, 2024, for a total 
of $2.675 billion. 

Under the terms of the Global Credit Facility, the Fund shall, in addition to interest charged on any borrowings made by the 
Fund and other costs incurred by the Fund, pay its share of fees and expenses incurred in connection with the implementation 
and maintenance of the Global Credit Facility, based upon its relative share of the aggregate net assets of all of the Borrowers, 
including an annual commitment fee of 0.15% based upon the unused portion of the Global Credit Facility. These fees are 
reflected in other expenses in the  Statement of Operations. During the year ended December 31, 2022, the Fund did not use 
the Global Credit Facility.

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

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

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

​​5. Income Taxes (continued)
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Franklin Small Cap Value VIP Fund (continued)

​​11. New Accounting Pronouncements
In June 2022, the FASB issued Accounting Standards Update (ASU) No. 2022-03, Fair Value Measurement (Topic 820) – Fair 
Value Measurement of Equity Securities Subject to Contractual Sale Restrictions. The amendments in the ASU clarify that a 
contractual restriction on the sale of an equity security is not considered part of the unit of account of the equity security and, 
therefore, should not be considered in measuring fair value. The ASU is effective for interim and annual reporting periods 
beginning after December 15, 2023, with the option of early adoption. Management has reviewed the requirements and 
believes that the adoption of the ASU will not have a material impact on the financial statements.

​​12. Subsequent Events
The Fund has evaluated subsequent events through the issuance of the financial statements and determined that no events 
have occurred that require disclosure other than those already disclosed in the financial statements.
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To the Board of Trustees of Franklin Templeton Variable Insurance Products Trust and Shareholders of Franklin Small Cap 
Value VIP Fund

Opinion on the Financial Statements

We have audited the accompanying statement of assets and liabilities, including the schedule of investments, of Franklin 
Small Cap Value VIP Fund (one of the funds constituting Franklin Templeton Variable Insurance Products Trust, referred to 
hereafter as the “Fund”) as of December 31, 2022, the related statement of operations for the year ended December 31, 2022, 
the statement of changes in net assets for each of the two years in the period ended December 31, 2022, including the related 
notes, and the financial highlights for each of the five years in the period ended December 31, 2022 (collectively referred to as 
the “financial statements”). In our opinion, the financial statements present fairly, in all material respects, the financial position 
of the Fund as of December 31, 2022, the results of its operations for the year then ended, the changes in its net assets for 
each of the two years in the period ended December 31, 2022 and the financial highlights for each of the five years in the 
period ended December 31, 2022 in conformity with accounting principles generally accepted in the United States of America. 

Basis for Opinion

These financial statements are the responsibility of the Fund’s management. Our responsibility is to express an opinion on 
the Fund’s financial statements based on our audits. We are a public accounting firm registered with the Public Company 
Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Fund in 
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange 
Commission and the PCAOB. 

We conducted our audits of these financial statements in accordance with the standards of the PCAOB. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement, whether due to error or fraud. 

Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether 
due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test 
basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the 
accounting principles used and significant estimates made by management, as well as evaluating the overall presentation 
of the financial statements. Our procedures included confirmation of securities owned as of December 31, 2022 by 
correspondence with the custodian, transfer agent and brokers; when replies were not received from brokers, we performed 
other auditing procedures. We believe that our audits provide a reasonable basis for our opinion.

PricewaterhouseCoopers LLP
San Francisco, California
February 17, 2023

We have served as the auditor of one or more investment companies in the Franklin Templeton Group of Funds since 1948.
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By mid-February, tax information related to a shareholder's proportionate share of distributions paid during the preceding 
calendar year will be received, if applicable. Please also refer to www.franklintempleton.com for per share tax information 
related to any distributions paid during the preceding calendar year. Shareholders are advised to consult with their tax advisors 
for further information on the treatment of these amounts on their tax returns.

The following tax information for the Fund is required to be furnished to shareholders with respect to income earned and 
distributions paid during its fiscal year.
 .
The Fund hereby reports the following amounts, or if subsequently determined to be different, the maximum allowable 
amounts, for the fiscal year ended December 31, 2022:

Pursuant to: Amount Reported
Long-Term Capital Gain Dividends Distributed §852(b)(3)(C) $127,160,251
Income Eligible for Dividends Received Deduction (DRD) §854(b)(1)(A) $11,754,655
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The indexes are unmanaged and include reinvestment of 
any income or distributions. They do not reflect any fees, 
expenses or sales charges. One cannot invest directly in 
an index, and an index is not representative of the Fund’s 
portfolio. Net Returns (NR) include income net of tax 
withholding when dividends are paid.

For Russell Indexes: Frank Russell Company is the source 
and owner of the trademarks, service marks and copyrights 
related to the Russell Indexes. Russell® is a trademark of 
Frank Russell Company.

See www.franklintempletondatasources.com for additional 
data provider information.

Bloomberg 1-3 Month U.S. Treasury Bill Index measures 
the performance of U.S. Treasury bills that have a remaining 
maturity of greater than or equal to one month and less than 
three months. Treasuries, if held to maturity, offer a fixed rate 
of return and a fixed principal value; their interest payments 
and principal are guaranteed.

Bloomberg U.S. Aggregate Bond Index measures 
the performance of the investment-grade, U.S. dollar-
denominated, fixed-rate taxable bond market. The index 
includes Treasuries, government-related and corporate 
securities, mortgage-backed securities (agency fixed-
rate and hybrid adjustable-rate mortgage pass-throughs), 
asset-backed securities and commercial mortgage-backed 
securities (agency and nonagency).

Bloomberg U.S. Corporate Investment Grade Index 
measures the performance of the investment-grade, fixed-
rate, taxable corporate bond market. It includes U.S. dollar-
denominated securities publicly issued by U.S. and non-U.S. 
industrial, utility and financial issuers.

Bloomberg U.S. Corporate High Yield Index measures 
the performance of the U.S. dollar-denominated, high-yield, 
fixed-rate corporate bond market. Securities are classified as 
high yield if the middle rating of Moody’s, Standard & Poor’s, 
and Fitch is Ba1/BB+/BB+ or below. Bonds from issuers 
with an emerging markets (EM) country of risk, based on 
Bloomberg EM country definition, are excluded.

Bloomberg U.S. Government - Intermediate Index
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MSCI All Country World Index (ACWI) ex USA Index-NR 
is a free float-adjusted, market capitalization-weighted index 
designed to measure the equity market performance of 
global developed and emerging markets, excluding the U.S. 

MSCI Emerging Markets (EM) Index-NR is a free float-
adjusted, market capitalization-weighted index designed to 
measure the equity market performance of global emerging 
markets.

MSCI Europe Index-NR is a free float-adjusted, market 
capitalization-weighted index designed to measure the equity 
market performance of developed markets in Europe.

MSCI USA High Dividend Yield Index is based on the 
MSCI USA Index, its parent index, and includes large- and 
mid-capitalization stocks. The index is designed to reflect the 
performance of equities in�䠀圀̀匰ԠЀ
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Name, Year of Birth  
and Address Position

Length of  
Time Served

Number of Portfolios in 
Fund Complex Overseen 
by Board Member*

Other Directorships Held  
During at Least the Past 5 Years

Valerie M. Williams (1956) Trustee Since 2021 111 Omnicom Group, Inc. (advertising 
and marketing communications 
services) (2016-present), DTE 
Energy Co. (gas and electric utility) 
(2018-present), Devon Energy 
Corporation (exploration and 
production of oil and gas) (January 
2021-present); and formerly, 
WPX Energy, Inc. (exploration and 
production of oil and gas) (2018-
2021).

One Franklin Parkway 
San Mateo, CA 94403-1906

Principal Occupation During at Least the Past 5 Years:
Director of various companies; and formerly, Regional Assurance Managing Partner, Ernst & Young LLP (public accounting) (2005-2016), 
various roles of increasing responsibility at Ernst & Young (1981-2005).

Interested Board Members and Officers
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Name, Year of Birth 
and Address Position

Length of 
Time Served

Number of Portfolios in 
Fund Complex Overseen 
by Board Member*

Other Directorships Held  
During at Least the Past 5 Years

Steven J. Gray (1955) Vice President
 and
Co-Secretary

Vice President
since 2009
and Co-Secretary
since 2019

Not Applicable Not Applicable
One Franklin Parkway
San Mateo, CA 94403-1906

Principal Occupation During at Least the Past 5 Years:
Senior Associate General Counsel, Franklin Templeton; Assistant Secretary, Franklin Distributors, LLC; and officer of certain funds in the 
Franklin Templeton/Legg Mason fund complex.
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*We base the number of portfolios on each separate series of the U.S. registered investment companies within the Franklin Templeton/Legg Mason fund complex. These 
portfolios have a common investment manager or affiliated investment managers.
**Gregory E. Johnson is considered to be an interested person of the Fund under the federal securities laws due to his position as an officer and director of Franklin 
Resources, Inc. (Resources), which is the parent company of the Fund’s investment manager and distributor. Rupert H. Johnson, Jr. is considered to be an interested person 
of the Fund under the federal securities laws due to his position as an officer and director and major shareholder of Resources.
Note 1: Rupert H. Johnson, Jr. is the uncle of Gregory E. Johnson.
Note 2: Officer information is current as of the date of this report. It is possible that after this date, information about officers may change.
 

The Sarbanes-Oxley Act of 2002 and Rules adopted by the Securities and Exchange Commission require the Fund to disclose whether the Fund’s Audit 
Committee includes at least one member who is an audit committee financial expert within the meaning of such Act and Rules. The Fund’s Board has determined 
that there is at least one such financial expert on the Audit Committee and has designated Mary C. Choksi as its audit committee financial expert. The Board 
believes that Ms. Choksi qualifies as such an expert in view of her extensive business background and experience. She served as a director of Avis Budget 
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Franklin Templeton Variable Insurance Products Trust (FTVIP) shares are not offered to the public; they are offered and sold 
only to: (1) insurance company separate accounts (Separate Account) to serve as the underlying investment vehicle for variable 
contracts; (2) certain qualified plans; and (3) other mutual funds (funds of funds).

Authorized for distribution to investors in Separate Accounts only when accompanied or preceded by the current prospectus for the 
applicable contract, which includes the Separate Account and the FTVIP prospectuses. Investors should carefully consider a fund’s 
investment goals, risks, charges and expenses before investing. The prospectus contains this and other information; please read it 
carefully before investing.

To help ensure we provide you with quality service, all calls to and from our service areas are monitored and/or recorded.
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Investment Managers Fund Administrator Distributor
Franklin Advisers, Inc. 
Franklin Mutual Advisers, LLC
Franklin Templeton Institutional, LLC
Templeton Asset Management Ltd.
Templeton Global Advisors Limited
Templeton Investment Counsel, LLC
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