


INDEX DESCRIPTIONS

The indexes are unmanaged and include reinvested distributions.

Bloomberg World Communications Index is a market capitalization-weighted index designed to measure equity performance
of the communications sector of the Bloomberg World Index.

Consumer Price Index (CPI), calculated by the U.S. Bureau of Labor Statistics, is a commonly used measure of the inflation
rate.

CS High Yield Index is designed to mirror the investible universe of the U.S. dollar-denominated high yield debt market.

Dow Jones Industrial Average (the Dow) is price weighted based on the average market price of 30 blue chip stocks of
companies that are generally industry leaders.

Dow Jones Wilshire Real Estate Securities Index is a broad measure of the performance of publicly traded real estate
securities, such as real estate investment trusts and real estate operating companies. The index is float adjusted, capitalization
weighted and rebalanced monthly, and returns are calculated on a buy-and-hold basis.

J.P. Morgan (JPM) Emerging Markets Bond Index (EMBI) Global tracks total returns for U.S. dollar-denominated debt
instruments issued by emerging market sovereign and quasi-sovereign entities: Brady bonds, loans and Eurobonds. Regional
market returns are from subindexes of the JPM EMBI Global.

J.P. Morgan (JPM) Euro Emerging Markets Bond Index (EMBI) Global tracks total returns for euro-denominated, straight
fixed coupon instruments issued by emerging market sovereign and quasi-sovereign entities.

J.P. Morgan (JPM) Government Bond Index (GBI)-Emerging Markets (EM) tracks total returns for liquid, fixed-rate, local
currency emerging market government bonds. Local bond market returns are from country subindexes of the JPM GBI-EM.

J.P. Morgan (JPM) Government Bond Index (GBI) Global tracks total returns for liquid, fixed-rate, domestic government
bonds with maturities greater than one year issued by developed countries globally.

Lehman Brothers (LB) U.S. Aggregate Index represents securities that are SEC-registered, taxable and dollar denominated. The
index covers the U.S. investment grade fixed-rate bond market, with index components for government and corporate securities,
mortgage pass-through securities and asset-backed securities. All issues included must have at least one year to final maturity and
must be rated investment grade (Baa3 or better) by Moody’s Investors Service. They must also be dollar denominated and
nonconvertible. Total return includes price appreciation/depreciation and income as a percentage of the original investment. The
index is rebalanced monthly by market capitalization.

Lehman Brothers (LB) U.S. Government: Intermediate Index is the intermediate component of the LB U.S. Government
Index. The index includes securities issued by the U.S. government or agency. These include obligations of the U.S. Treasury
with remaining maturity of one year or more and publicly issued debt of U.S. governmental agencies, quasi-federal corporations,
and corporate or foreign debt guaranteed by the U.S. government.

Lipper High Current Yield Funds Classification Average is an equally weighted average calculation of performance figures for
all funds within the Lipper High Current Yield Funds classification in the Lipper Open-End underlying funds universe. Lipper
High Current Yield Funds aim at high (relative) current yield from fixed income securities, have no quality or maturity
restrictions, and tend to invest in lower grade debt issues. For the 12-month period ended 12/31/07, there were 455 funds in
this category. Lipper calculations do not include contract fees, expenses or sales charges, and may have been different if such
charges had been considered.

Lipper Multi-Sector Income Funds Classification Average is an equally weighted average calculation of performance figures
for all funds within the Lipper Multi-Sector Income Funds classification in the Lipper Open-End underlying funds universe.
Lipper Multi-Sector Income Funds are defined as funds that seek current income by allocating assets among different fixed
income securities sectors (not primarily in one sector except for defensive purposes), including U.S. and foreign governments,
with a significant portion rated below investment grade. For the 12-month period ended 12/31/07, there were 124 funds in this
category. Lipper calculations do not include contract fees, expenses or sales charges, and may have been different if such charges
had been considered.

Lipper VIP Equity Income Funds Classification Average is an equally weighted average calculation of performance figures for
all funds within the Lipper Equity Income Funds classification in the Lipper VIP underlying funds universe. Lipper Equity
Income Funds seek relatively high current income and growth of income through investing 65% or more of their portfolios in
equities. For the 12-month period ended 12/31/07, there were 58 funds in this category. Lipper calculations do not include
contract fees, expenses or sales charges, and may have been different if such charges had been considered.
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Lipper VIP General U.S. Government Funds Classification Average is an equally weighted average calculation of
performance figures for all funds within the Lipper U.S. Government Funds classification in the Lipper VIP underlying funds
universe. Lipper U.S. Government Funds invest primarily in U.S. government and agency issues. For the 12-month period ended
12/31/07, there were 69 funds in this category. Lipper calculations do not include contract fees, expenses or sales charges, and
may have been different if such charges had been considered.

Lipper VIP High Current Yield Funds Classification Average is an equally weighted average calculation of performance
figures for all funds within the Lipper High Current Yield Funds in the Lipper VIP underlying funds universe. Lipper High
Current Yield Funds aim at high (relative) current yield from fixed income securities, have no quality or maturity restrictions,
and tend to invest in lower grade debt issues. For the 12-month period ended 12/31/07, there were 108 funds in this category.
Lipper calculations do not include contract fees, expenses or sales charges, and may have been different if such charges had been
considered.

Merrill Lynch 2- and 5-Year Zero Coupon Bond Indexes include zero coupon bonds that pay no interest and are issued at a
discount from redemption price.

Morgan Stanley Capital International (MSCI) All Country (AC) World Index is a free float-adjusted, market capitalization-
weighted index designed to measure equity market performance in global developed and emerging markets.

Morgan Stanley Capital International (MSCI) Emerging Markets (EM) Index is a free float-adjusted, market capitalization-
weighted index designed to measure equity market performance in global emerging markets.

Morgan Stanley Capital International (MSCI) Europe, Australasia, Far East (EAFE) Index is a free float-adjusted, market
capitalization-weighted index designed to measure equity market performance in global developed markets excluding the U.S.
and Canada.

Morgan Stanley Capital International (MSCI) World Index is a free float-adjusted, market capitalization-weighted index
designed to measure equity market performance in global developed markets.

NASDAQ Composite Index measures all NASDAQ domestic and international based common type stocks listed on The
NASDAQ Stock Market. The index is market value weighted and includes more than 3,000 companies.

Russell 1000® Growth Index is market capitalization weighted and measures performance of those Russell 1000 Index
companies with higher price-to-book ratios and higher forecasted growth values.

Russell 1000 Index is market capitalization weighted and measures performance of the 1,000 largest companies in the Russell
3000 Index, which represent approximately 92% of total market capitalization of the Russell 3000 Index.

Russell 1000 Value Index is market capitalization weighted and measures performance of those Russell 1000 Index companies
with lower price-to-book ratios and lower forecasted growth values.

Russell 2500™ Index is market capitalization weighted and measures performance of the 2,500 smallest companies in the
Russell 3000 Index, which represent approximately 17% of total market capitalization of the Russell 3000 Index.

Russell 2500 Value Index is market capitalization weighted and measures performance of those Russell 2500 Index companies
with lower price-to-book ratios and lower forecasted growth values.

Russell 3000® Growth Index is market capitalization weighted and measures performance of those Russell 3000 Index
companies with higher price-to-book ratios and higher forecasted growth values.

Russell 3000 Index is market capitalization weighted and measures performance of the 3,000 largest U.S. companies based on
total market capitalization, which represent approximately 98% of the investible U.S. equity market.

Russell Midcap® Growth Index is market capitalization weighted and measures performance of those Russell Midcap Index
companies with higher price-to-book ratios and higher forecasted growth values.

Russell Midcap Index is market capitalization weighted and measures performance of the 800 smallest companies in the Russell
1000 Index, which represent approximately 26% of total market capitalization of the Russell 1000 Index.

Standard & Poor’s 500 Index (S&P 500) consists of 500 stocks chosen for market size, liquidity and industry group
representation. Each stock’s weight in the index is proportionate to its market value. The S&P 500 is one of the most widely used
benchmarks of U.S. equity performance.
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Standard & Poor’s/Citigroup BMI Global REIT Index is designed to measure performance of the investible universe of
publicly traded real estate investment trusts. Index constituents generally derive more than 60% of revenue from real estate
development, management, rental, and/or direct investment in physical property and with local REIT or property trust tax status.

Standard & Poor’s/International Finance Corporation Investable (S&P/IFCI) Composite Index is a free float-adjusted,
market capitalization-weighted index designed to measure equity performance in global emerging markets.
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Board Members and Officers

The name, year of birth and address of the officers and board members, as well as their affiliations,
positions held with the Trust, principal occupation during the past five years and number of portfolios
overseen in the Franklin Templeton Investments fund complex are shown below. Generally, each board
member serves until that person’s successor is elected and qualified.

Independent Board Members

Name, Year of Birth and Address Position
Length of
Time Served

Number of
Portfolios in Fund
Complex Overseen
by Board Member* Other Directorships Held

HARRIS J. ASHTON (1932)
One Franklin Parkway
San Mateo, CA 94403-1906

Trustee Since 1988 141 Bar-S Foods (meat packing company).

Principal Occupation During Past 5 Years:
Director of various companies; and formerly, Director, RBC Holdings, Inc. (bank holding company) (until 2002); and President, Chief Executive Officer and
Chairman of the Board, General Host Corporation (nursery and craft centers) (until 1998).

ROBERT F. CARLSON (1928)
One Franklin Parkway
San Mateo, CA 94403-1906

Trustee Since 1998 121 None

Principal Occupation During Past 5 Years:
Vice President, senior member and past President, Board of Administration, California Public Employees Retirement Systems (CALPERS); and formerly, member
and Chairman of the Board, Sutter Community Hospitals; member, Corporate Board, Blue Shield of California; and Chief Counsel, California Department of
Transportation.

SAM GINN (1937)
One Franklin Parkway
San Mateo, CA 94403-1906

Trustee Since March
2007

121 Chevron Corporation (global energy company) and ICO Global
Communications (Holdings) Limited (satellite company).

Principal Occupation During Past 5 Years:
Private investor; and formerly, Chairman of the Board, Vodafone AirTouch, PLC (wireless company); Chairman of the Board and Chief Executive Officer,
AirTouch Communications (cellular communications) (1993-1998) and Pacific Telesis Groups (telephone holding company) (1988-1994).

EDITH E. HOLIDAY (1952)
One Franklin Parkway
San Mateo, CA 94403-1906

Trustee Since 2005 141 Hess Corporation (exploration and refining of oil and gas),
H.J. Heinz Company (processed foods and allied products),
RTI International Metals, Inc. (manufacture and distribution of
titanium), Canadian National Railway (railroad) and White
Mountains Insurance Group, Ltd. (holding company).

Principal Occupation During Past 5 Years:
Director or Trustee of various companies and trusts; and formerly, Assistant to the President of the United States and Secretary of the Cabinet (1990-1993);
General Counsel to the United States Treasury Department (1989-1990); and Counselor to the Secretary and Assistant Secretary for Public Affairs and Public
Liaison-United States Treasury Department (1988-1989).

FRANK W.T. LAHAYE (1929)
One Franklin Parkway
San Mateo, CA 94403-1906

Trustee Since 1988 121 Center for Creative Land Recycling (brownfield redevelopment).

Principal Occupation During Past 5 Years:
General Partner, Las Olas L.P. (Asset Management); and formerly, Chairman, Peregrine Venture Management Company (venture capital).
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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

FRANK A. OLSON (1932)
One Franklin Parkway
San Mateo, CA 94403-1906

Trustee Since 2005 141 Hess Corporation (exploration and refining of oil and
gas) and Sentient Jet (private jet service).

Principal Occupation During Past 5 Years:
Chairman Emeritus, The Hertz Corporation (car rental) (since 2000) (Chairman of the Board (1980-2000) and Chief Executive Officer (1977-1999)); and
formerly, Chairman of the Board, President and Chief Executive Officer, UAL Corporation (airlines).

LARRY D. THOMPSON (1945)
One Franklin Parkway
San Mateo, CA 94403-1906

Trustee Since March 2007 141 None

Principal Occupation During Past 5 Years:
Senior Vice President—Government Affairs, General Counsel and Secretary, PepsiCo, Inc. (consumer products); and formerly, Director, Delta Airlines (aviation)
(2003-2005) and Providian Financial Corp. (credit card provider) (1997-2001); Senior Fellow of The Brookings Institution (2003-2004); Visiting Professor,
University of Georgia School of Law (2004); and Deputy Attorney General, U.S. Department of Justice (2001-2003).

JOHN B. WILSON (1959)
One Franklin Parkway
San Mateo, CA 94403-1906

Lead
Independent
Trustee

Trustee since
March 2007 and
Lead Independent
Trustee since
January 2008

121 None

Principal Occupation During Past 5 Years:
President and Founder, Hyannis Port Capital, Inc. (real estate and private equity investing); serves on private and non-profit boards; and formerly, Chief
Operating Officer and Executive Vice President, Gap, Inc. (retail) (1996-2000); Chief Financial Officer and Executive Vice President—Finance and Strategy,
Staples, Inc. (office supplies) (1992-1996); Executive vice President—Corporate Planning, Northwest Airlines, Inc. (airlines) (1990-1992); and Vice President and
Partner, Bain & Company (consulting firm) (1986-1990).

Interested Board Members and Officers

Name, Year of Birth and Address Position
Length of
Time Served

Number of
Portfolios in Fund
Complex Overseen
by Board Member* Other Directorships Held

**CHARLES B. JOHNSON (1933)
One Franklin Parkway
San Mateo, CA 94403-1906

Trustee and
Chairman of the
Board

Since 1988 142 None

Principal Occupation During Past 5 Years:
Chairman of the Board, Member—Office of the Chairman and Director, Franklin Resources, Inc.; Director, Templeton Worldwide, Inc.; and officer and/or director
or trustee, as the case may be, of some of the other subsidiaries of Franklin Resources, Inc. and of 42 of the investment companies in Franklin Templeton
Investments.

**RUPERT H. JOHNSON, JR. (1940)
One Franklin Parkway
San Mateo, CA 94403-1906

Trustee, President
and Chief Executive
Officer—Investment
Management

Trustee since 1988
and President and
Chief Executive
Officer—Investment
Management since
2002

126 None

Principal Occupation During Past 5 Years:
Vice Chairman, Member—Office of the Chairman and Director, Franklin Resources, Inc.; Director, Franklin Advisers, Inc. and Templeton Worldwide, Inc.; Senior
Vice President, Franklin Advisory Services, LLC; and officer and/or director or trustee, as the case may be, of some of the other subsidiaries of Franklin Resources,
Inc. and of 44 of the investment companies in Franklin Templeton Investments.
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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

JAMES M. DAVIS (1952)
One Franklin Parkway
San Mateo, CA 94403-1906

Chief Compliance
Officer and Vice
President—AML
Compliance

Chief
Compliance
Officer since
2004 and Vice
President—AML
Compliance
since 2006

Not
Applicable

Not Applicable

Principal Occupation During Past 5 Years:
Director, Global Compliance, Franklin Resources, Inc.; officer of some of the other subsidiaries of Franklin Resources, Inc. and of 46 of the investment companies
in Franklin Templeton Investments; and formerly, Director of Compliance, Franklin Resources, Inc. (1994-2001).

LAURA FERGERSON (1962)
One Franklin Parkway
San Mateo, CA 94403-1906

Treasurer Since 2004 Not
Applicable

Not Applicable

Principal Occupation During Past 5 Years:
Vice President, Franklin Templeton Services, LLC; officer of 28 of the investment companies in Franklin Templeton Investments; and formerly, Director and
member of Audit and Valuation Committees, Runkel Funds, Inc. (2003-2004); Assistant Treasurer of most of the investment companies in Franklin Templeton
Investments (1997-2003); and Vice President, Franklin Templeton Services, LLC (1997-2003).

JIMMY D. GAMBILL (1947)
500 East Broward Blvd.
Suite 2100 Fort Lauderdale,
FL 33394-3091

Senior Vice
President and Chief
Executive Officer—
Finance and
Administration

Since 2002 Not
Applicable

Not Applicable

Principal Occupation During Past 5 Years:
President, Franklin Templeton Services, LLC; Senior Vice President, Templeton Worldwide, Inc.; and officer of some of the other subsidiaries of Franklin
Resources, Inc. and of 46 of the investment companies in Franklin Templeton Investments.

DAVID P. GOSS (1947)
One Franklin Parkway
San Mateo, CA 94403-1906

Vice President Since 2000 Not
Applicable

Not Applicable

Principal Occupation During Past 5 Years:
Senior Associate General Counsel, Franklin Templeton Investments; officer and director of one of the subsidiaries of Franklin Resources, Inc.; and officer of 46 of
the investment companies in Franklin Templeton Investments.

KAREN L. SKIDMORE (1952)
One Franklin Parkway
San Mateo, CA 94403-1906

Vice President
and Secretary

Since 2006 Not
Applicable

Not Applicable

Principal Occupation During Past 5 Years:
Senior Associate General Counsel, Franklin Templeton Investments; and officer of 30 of the investment companies in Franklin Templeton Investments.
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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

CRAIG S. TYLE (1960)
One Franklin Parkway
San Mateo, CA 94403-1906

Vice
President

Since 2005 Not
Applicable

Not Applicable

Principal Occupation During Past 5 Years:
General Counsel and Executive Vice President, Franklin Resources, Inc.; officer of some of the other subsidiaries of Franklin Resources, Inc. and of 46 of the
investment companies in Franklin Templeton Investments; and formerly, Partner, Shearman & Sterling, LLP (2004-2005); and General Counsel, Investment
Company Institute (ICI) (1997-2004).

GALEN G. VETTER (1951)
500 East Broward Blvd.
Suite 2100 Fort Lauderdale,
FL 33394-3091

Chief
Financial
Officer and
Chief
Accounting
Officer

Since 2004 Not
Applicable

Not Applicable

Principal Occupation During Past 5 Years:
Senior Vice President, Franklin Templeton Services, LLC; officer of some of the other subsidiaries of Franklin Resources, Inc. and of 46 of the investment
companies in Franklin Templeton Investments; and formerly, Managing Director, RSM McGladrey, Inc. (1999-2004); and Partner, McGladrey & Pullen, LLP
(1979-1987 and 1991-2004).

*We base the number of portfolios on each separate series of the U.S. registered investment companies within the Franklin Templeton Investments fund
complex. These portfolios have a common investment manager or affiliated investment managers.

**Charles B. Johnson and Rupert H. Johnson, Jr. are considered to be interested persons of the Fund under the federal securities laws due to their positions as
officers and directors and major shareholders of Franklin Resources, Inc., which is the parent company of the Trust’s manager and distributor.

Note 1: Charles B. Johnson and Rupert H. Johnson, Jr. are brothers.
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
John B. Wilson as its audit committee financial expert. The Board believes that Mr. Wilson qualifies as such an expert in view of his
extensive business background and experience, including service as chief financial officer of Staples, Inc. from 1992 to 1996. Mr. Wilson
has been a Member and Chairman of the Fund’s Audit Committee since 2006. As a result of such background and experience, the Board
believes that Mr. Wilson has acquired an understanding of generally accepted accounting principles and financial statements, the general
application of such principles in connection with the accounting estimates, accruals and reserves, and analyzing and evaluating financial
statements that present a breadth and level of complexity of accounting issues generally comparable to those of the Fund, as well as an
understanding of internal controls and procedures for financial reporting and an understanding of audit committee functions. Mr. Wilson is
an independent Board member as that term is defined under the relevant Securities and Exchange Commission Rules and Releases.

The Statement of Additional Information (SAI) includes additional information about the board members and is available, without charge,
upon request. Shareholders may call 1-800/321-8563 or their insurance companies to request the SAI.
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Franklin Templeton Variable Insurance Products Trust

Shareholder Information

Proxy Voting Policies and Procedures

The Trust has established Proxy Voting Policies and Procedures (Policies) that the Trust uses to determine how to vote proxies
relating to portfolio securities. Shareholders may view the Trust’s complete Policies online at franklintempleton.com.
Alternatively, shareholders may request copies of the Policies free of charge by calling the Proxy Group collect at 1-954/527-7678
or by sending a written request to: Franklin Templeton Companies, LLC, 500 East Broward Boulevard, Suite 1500, Fort
Lauderdale, FL 33394, Attention: Proxy Group. Copies of the Trust’s proxy voting records are also made available online at
franklintempleton.com and posted on the U.S. Securities and Exchange Commission’s website at sec.gov and reflect the most
recent 12-month period ended June 30.

Quarterly Statement of Investments

The Trust files a complete statement of investments with the U.S. Securities and Exchange Commission for the first and third
quarters for each fiscal year on Form N-Q. Shareholders may view the filed Form N-Q by visiting the Commission’s website at
sec.gov. The filed form may also be viewed and copied at the Commission’s Public Reference Room in Washington, DC.
Information regarding the operations of the Public Reference Room may be obtained by calling 1-800/SEC-0330.
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